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THE COMPUTER AGE 



ICL & BEL join hands 
to make computers 

a dynamic power to boost the country’s economy 

ICL, Europe's largest computer company, will now be the first in India to manufacture 
<and export) one of the world's most advanced computer systems —in collaboration with 
Bharat Electronics Limited. With its computers, ICL brings a dynamic new power to 
business and industry, to agriculture and research. A power that can speed up ^tal 
problem-solving and help boost the country's economy. 

Smm what ICL’s new 1901A computer offers you: 

O superior cost-performance ratio and 'software* facilities a ease of operation and 
freedom to expand a systems designed to suit individual requirements 

find out more about how you can benefit from the ICL 1001A computer and ether dote 
processing equipment. Write today for more information to: 

International Computera (India) Private Limited 

P.O.Box 91*. Bombay Q P.O.Box 79, Now OothI Q P.19. India exchanga PlaeoBiit. 

Calcutta IS O P.O.Box S437. Madras Q P.O.Box 60, Bangaler# 

International Computers Indian Manufacture Limited 

the only Indian company programmed to manufacture and export computers 
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HEADS I WIN... 



THI: GOVERNMF.NT'S altitude towards the stock exchiuigcs ha: 
one ot “iieiids I win, tails you lose ’. Whenever share prices reacted adversely 
to the fiscal or other economic decisions of the government, its spokesmen prompt¬ 
ly came forward to maintain that (he behaviour of the slock exchanges wa.s irrele¬ 
vant to the legitimate needs or the basic trends of the ectmomy. This, however, 
has not prevented tiicm from arguing now that the increa.sed activity, accom¬ 
panied by the marking up of equity prices, which has been the feature of slock ex¬ 
changes for some time now% has developed intt) a threat to the health of the capital 
market or the stability of the economy. Tlic government, in other words, is apt 
to ignore the stock exchanges when it is expedient for it to do so, hut at other rimes 
it IS only loo prone to meddle with its affairs. 


riie h;in on forward trading in shares, which was announced last week, is 
a charactcriNtJcallv aibilrary aet on Ihc part of an administration which has not 
even cared to employ the services of its elaborate and expensive bureaucracy to 
give an acceptable explanation to the public of the reasons for its action, in a 
half-hearted attempt to justify the ban, the Deputy Prime Minister li;is referred 
to the risk ofrun-avva> prices on the slock exchanges and the desirability of curbing 
excesses of speculative adivitv. There is a report that Ihc government has acted 
primarily at tlic instance of the Life Insurance Corporation and peihaps the Unit 
Trust of India. If this is true, there is even greater need for the ban to be defen¬ 
ded by the government to the satisfaction of the public. 

1 he Lie or the others, on whose advice the government may have acted, arc 
certainly interested pailic.s. It is cicarlv to their advantage to help keep equity 
prices down, riic) should certainly not be allowed to be the judges or the arbi¬ 
ters of the reasonableness cither of the prices of indiv idual scrips or of the general 
level of equity prices. H should be interesting to know whether ihe Reserve Bank 
of India had been invited to ofler or had oflered independent advice to the Finance 
Ministry on this subject. The government, in any ease, does lu'i seem to have 
chosen to be guided by (he views of the recognised stock exchanges. 

In the circumstances, the suspicion is hard to icsisl that the ban on forward 
trading in equities has been imposed with aims which must be subjected to careful 
scrutiny. The reference to the cornering of shares, for instance, is highly suspicious. 
Here could be a ease of giving a dog a bad name and hanging it. Dark hints 
luive been thrown about unscrupulous people using the mechanism of forward 
trading to acquire control of companies. Since when, may we ask, has the govern¬ 
ment become a guarantor of the security of existing ow nerships or managements 
in the corporate sector? There is surely nothing that is intrinsically improper or 
illegitimate in blocks of shares or control of companies changing hands in the 
normal c(Hirsc of business. If in the ease of an> individual transaction there are 
special circumstances which render such a transfer socially harmful or otherwise 
objectionable, it is up to the aggrieved party or the government acting in the inte¬ 
rest of the aggrieved party or on behalf of the community to establish the case 
against such a change. A blanket ban on forward trading in the stock exchanges 
seems to be too sweeping and high-handed a measure of correction or prevention. 


ANNUAL SUBSCRIPTION 
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I It has been pleaded that speculative increases in share prices would scare away 
I genuine investors and that the government, therefore, has a duty to intervene and 
j check such speculative activity. This is a dishonest argument to be advanced by or 

! on behalf of a government which has been consistently displaying its massive un¬ 
concern whenever stock exchanges arc caught in a depression or are in the doldrums. 
It is obvious that a retreating or even an inactive share market is more of a detcr- 
' rent to the investor than a rising market, however speculative. Discriminating 
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investors will no doubt become cnutious 
when the market is being taken for a 
ride, but they will be only too keen on 
entering the market once more stable 
conditions return, as they would in due 
course, [n other words, no serious 
damage is or will be done to genuine 
investors by a recognisable speculative 
boom. As for the speculators themselves, 
there is no particular reason why 
the government or anybody else 
should shed tears for them if and 
when they get their fingers burnt. In 


OUR REQUIRhMHN IS of petroleum 
products, according to current esti¬ 
mates, are expected to go up to about 
26*68 million tonnes by 1973 and to as 
much as 31‘75 million tonnes by 1975. 
These estimates, however, ma> soon 
prove to be conservative as the spurt 
in the demand for petroleum following 
the recent revival of economic activity 
has exceeded anticipations. But even 
if the current estimates hold good, we 
will be requiring approximately 35 
million tonnes of crude oil in 1975, if 
vve have to become self-reliant in this 
crucial material. Our current output 
of crude is just about six million tonnes. 
Tt is expected to go up, from the pre¬ 
sently established rcvsources, including 
the output from the concessions of the 
Oil and Natural Gas Commission 
(ONGC) and its affiliates in Iran, to 
about 10 million tonnes in 1973. By 
1975-76 we may be producing nearly 
12 million tonnes of crude. 

This means that unless new crude oil 
resources are established expeditiously 
we will have to depend on imports in 
1975 to the extent of at least 23 million 
tonnes. Our current dependence on 
crude imports - nearly 10 million 
tonnes — is costing us approximately 
Rs 100 crores. The deficit in 1975- 
76 may, therefore, involve foreign ex¬ 
change expenditure to the tunc of 
Rs 225 crores or so — a staggering 
figure indeed! 

Had our country been very deficient 
ill crude oil resources, we could have 
reconciled ourselves to this situation. 
But the surveys carried out in the last 
few years have established that there are 
nearly a million square kilometres of 
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any case, in the recognised stock ex¬ 
changes, the government has a readily 
available mechanism for regulating 
speculation. Unless this mechanism 
has been tried and found wanting, 
there can be no justification for a ban 
being imposed on forward trading. The 
government owe.s an explanation to the 
investing public why, on this occasion, 
it has rejected the normal processes of 
the established regulatory mechanism 
in favour of an arbitrary recourse to an 
extraordinary method of intervention. 


sedimentary areas where oil may be 
found. The geological and the geo¬ 
physical data collected from about 42 
per cent of these sedimentary areas 
have further indicated that the pros¬ 
pects of striking oil at several places 
are quite good. It could therefore be 
expected legitimately that the oil ex¬ 
ploration and prospecting programme 
w'ould be stepped up. But what do 
we find? As the Chairman of Oil 
India, Mr D. K. Borooah, recently ob¬ 
served at the annual general meeting of 
this company “the rate of fresh dis¬ 
coveries (of oil) in the country has for 
several years now lagged behind of what 
is required to sustain the rate of in¬ 
crease in petroleum demand.” 

Partly, this lag can be attributed to 
the deterioration in the operations of 
the ONGC which touched their lowest 
ebb in the third quarter of 1967 and the 
lack of luck for the other exploration 
agency in the country — Oil India — 
which despite strenuous efforts in the 
Dum Duma and NEFA areas could 
not strike new oil reserves till lately. 
But the basic reason apparently has 
been the ideological approach to tlic 
problem. Except for the concessions 
already granted to Oil India, all the 
future exploration for oil in the country, 
according to the government decision, 
has to be under the aegis of the 
ONGC. 

With the streamliningofits operations 
in the latter half of 1967, the tempo of 
both the exploration and drilling 
activities of the ONGC has indeed been 
raised substantially. But the exigen¬ 
cies of the situation obviously demand 
much more concerted efforts, especially 
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in areas where the propsects of striking 
oil arc said to be promising. 

One such area is the wc.st coast ex- 
tehtling from Cambay to Bombay, 
which includes Aliabet in shallow 
waters towards the Cambay end and 
the Bombay High in deep waters off¬ 
shore Bombay. It had been conclusive¬ 
ly established by detailed surveys over 
three years ago that oil could be found 
here in substantial quantities. In 
fact, plans had been drawn up to tap 
these resources expeditiously. Drilling 
in the Aliabet area, it had been decided, 
could be taken up by the ONGC with 
Russian assistance. ^Prospecting in the 
deeper waters in the Bombay High 
region was to be undertaken with 
assistance from foreign parties which 
had experience in this field; these in¬ 
cluded the American oil companies. 

The progress made during the past 
three years in organising drilling in the 
two areas, however, has been ^xry 
slow with the result that actual drilling 
is yet to be started at these places. As 
a sequel to an agreement reached bet¬ 
ween the ONGC and the Soviet Union 
a few weeks ago, the drilling work 
in the Aliabet area is now expected to 
be taken up by March next. But the 
fate of the Bombay High scheme still 
hangs in balance. 

The developments in regard to the 
exploration work in the Bombay High 
region reflect no credit on the union 
government. Instead, they indicate 
how economic considerations arc some¬ 
times sacrificed at the altar of ideology. 
Negotiations with American interests 
in respect of this scheme were started 
as long back as 1966. The first US 
company to show interest in the venture 
was Ashland. But it soon lost interest. 
Negotiations were then started with 
Tcnneco. They reached an advanced 
stage early in 1967 and it was expected 
that esploration work would start 
before or soon after the 1967 monsoons. 
Even though, in line with the govern¬ 
ment’s policy, this American firm was 
not only prepared to join hands with 
the ONGC on a minority basis, but 
was also agreeable to shoulder the 
initial foreign exchange expenditure on 
exploration on its own, besides helping 
in training Indians in the job, the 
collaboration offer has not been grasped 
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till noW; It Is worth mentioning that 
a draft agreement was pat up by the 
Ministry of Petroleum for the cabinet 
approval as long back as January 
1968. 

What went wrong and where perhaps 
will not be disclosed to the nation. If 
the utterances of the Prime Minister arc 
any indication, the proposal probably 
foundered on the rocks of the fears of 
interference by oil cartels in the econo¬ 
mies of developing nations. Stung by 
the criticism of the delays in decision¬ 
making in regard to some important 
industrial projects involving the petro¬ 
leum industry, the Prime Minister tried 
to sidetrack the issue at the last April’s 
Faridabad session of the Congress, by 
launching an attack on the foreign 
oil companies, and alleging that the 
oil cartels of the wrorld were pressuris¬ 
ing the developing countries. 

Whatever may be the experience of 
other developing countries, our history 
of the past decade or so bears testi¬ 
mony to the fact that the fears of inter¬ 
ference by international oil companies 
in our affairs are unwarranted. The 
expansion of the three foreign private 
oil refineries here has b’een stalled with 
success by the government, although it 
is difficult to fully appreciate the logic 
behind this, especially when huge 
amounts of foreign exchange have been 
spent on the imports of petroleum 
products which could easily be produced 
within the country from imported 
crude. The processing charges, which 
could be saved, were by no means 
small. The fears about the domina¬ 
tion by Tenncco in the offshore ex¬ 
ploration in the country or in the eco¬ 
nomy at large were absolutely unjusti¬ 
fied as this company was collaborating 
with the ONGC on a minority basis. 
As we lacked technical competence 
in this field, technical control of the 
project by Tenncco obviously could 
not be objected to. Even otherwise 
leaving of the technical control in the 
hands of experts was quite a judicious 
proposition. 

Had Tenneco’s proposal been accep¬ 
ted, the offshore drilling in the Bombay 
High area could have been started at 
least over a year ago. But instead 
what is the position today? Expert 
advice is being sought from a British 


consultoncy firm on the best method to 
be adopted for undertaking this pro¬ 
ject! The three alternatives on which 
advice has been sought are: (i) 
whether joint collaboration should be 
allowed in this venture; (ii) whether 
ONGC should get drilling done on a 
contract basis; and (iii) whether the 
ONGC should undertake the drilling 
operations itself with the help of foreign 
technicians. 

Since three precious years have been 
lost already, we may perhaps ask of the 
government whether it is time for action 
or whether Mrs Gandhi and her collea¬ 
gues have ail the time in the world 
to be pondering over their options 
indefinitely with or without the pre¬ 
text of seeking technical advice. In 
any case, if advice was to be sought, 
the time for it apparently was in 1966 
when the project was first mooted. 
Should it take the government three 
years to make up its mind even on the 
elementary issue whether it needed only 
technical guidance or something more? 

It is high time that the government 
adopted a realistic approach towards 
oil exploration in the country. The 
ideological overtones in its oil policy 
have already cost us dearly. Over half 
a dozen giant industrial projects could 
have been financed with the savings 
which could have been easily effected 
if our oil policy had been a little more 
pragmatic. 

There can be no two opinions on the 
need for the ONGC acquiring technical 
competence in offshore oil exploration. 
As indicated by the union Minister for 
Petroleum, Chemicals, Mines and 


Metals, Dr Tnguna Sen, we may have 
to bid for offshore concessions in west 
Asia in a big way in the long-term 
interests of our economy. Moreover', 
there is a vast continental shelf of 
country itself where offshore drilling^F^ 
have to be undertaken. But the 
tion is whether exploration iveW 
Bombay High area should be tal^ 



leisurely for imparting training ti 
technicians. Technicians cannof 
trained in a short period, especi^ 

' in highly specialised jobs. The fii^ 
stage of training in offshore drilling 
is from fixed platforms which is the 
technique to be adopted in the shallow 
waters of the Aliabet area. Training 
in the complexities of exploration in 
deep waters comes next. Can it not 
go on simultaneously with the explora¬ 
tion of the Bombay High region in 


collaboration with the oil interests 
which have already developed compe¬ 
tence in this field? The large foreign 
exchange expenditure involved suggests 
that the foreign collaborators should 
also participate in the equity capital 
of the venture. There will no doubt 
be some long-term burden involved on 
account of dividend remittances. But 
the savings accruing on the crude im¬ 
ports bill should more than compensate 
for this. The use of our free foreign 
exchange resources or foreign loans in 
other fields can yield much more whole¬ 
some results and that too in a short 
period. Incidentally, foreign loans will 
also have to be serviced. 


Even in regard to on-land oil explora¬ 
tion, there is a case for allowing parti¬ 
cipation by foreign interests. At least 
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the area of operation of Oil fndia can 
be extended. The reservation of all 
future oil exploration even on land 
would not be realistic if we arc to reach 
the goal of self-suhciency in crude 
in the foreseeable future. The 10-year 
programme prepared by the ONGC 
recently envisages the location of 85 
million tonnes of additional initial re¬ 
coverable crude reserves on-shorc by 
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1978-79. Another 115 million tonnes of 
reserves are proposed to be located 
offshore by 1973-74. The production 
to be established by the ONGC 
by 1978-79 is envisaged in the 
neighbourhood of only 14* 5 million 
tonnes. This will surely not meet our 
requirements which by then would 
have' grown to more than 40 million 
tonnes of crude. 


Whither India t 


THE “GHERAOING" of Mr Sushit 
Kumar Dhara, West Bengal Minister 
for Commerce and Industry, and the 
agitation of the Federation of Volkarts 
and Voltas Employees Union (in Bom¬ 
bay branch offices at Chinchpokli) 
involving a “Bombay" version of the 
“ghcrcao", are tv^o of the recent ins¬ 
tances in which labour took up an 
attitude which has aroused the intelli¬ 
gentsia and made them sit up and ask 
“whither India?'’ 

The case of the West Bengal Minister 
stands in a class apart. Here, the very 
political party which had hit upon the 
ghcrao technique was made to tasle 
its fruit. Creating a truly Gilbertiaii 
situation, Mr Dhara went on a protest 
fust on May 21 against his unlawful 
detention by the Naxalitc workers at 
the inspection bungalow of Jaldhaka 
Hydel Power Station and refused to be 
rescued by police. After his detention 
lasted more than 90 hours, he was 
rescued by the police under the orders 
of the Chief Minister of the slate. 
Mr Dhara — by not seeking police 
help — had tried to precipitate matters 
so that the United Front government 
in the state would take at once “a 
definite policy regarding gherao and 
decide the issue once for all." He 
failed in his mission and had to be 
rescued with police help which, under 
similar circumstances, is not axailable 
to other persons. 

The legal position in this regard 
was clarified two years ago by the 
Calcutta High Court when the gherao 
was declared an unlawful act; unfor¬ 
tunately, this decision of the court 
remained a dead letter. In another 
case, the Calcutta High Court on June 
11 this year passed severe strictures 
on two police officers who had not gone 


to the assistance of a person who had 
been gheraoed by workers and had also 
received a court order for rescue. The 
High Court has now made it clear that 
it is no longer necessary for a person 
who has been gheraoed by workers 
to obtain a court order for rescue by 
the police. The state government, 
according to newspaper reports, has 
issued instructions to the police to 
rescue at once any person under ghcrao 
“on getting the call". The presidents 
of four chambers of commerce, how¬ 
ever, complained at a press conference 
jointly held by them in Calcutta on 
June 24 that there has been no improve¬ 
ment in the situation even after the 
judgment of the Calcutta High Court. 
Gheraos continue to take place in 
industrial establishments in West 
Bengal not because of any major in¬ 
dustrial dispute but on flimsy grounds. 
Consequently, production has declined 
by 15 to 20 per cent during February to 
June 1969 as compared to the same 
period in the preceding year. During 
the five months ending June 1969, 
there have been 188 cases of coercion 
and violence in the member-establish¬ 
ments of the four chambers. If the 
present trend continues, there is no 
doubt that it will slow down the rate 
of inflow of capital into West Bengal. 

The agitation of the Federation of 
Volkarts and Voltas Unions and the 
consequent lock-out in the Chinchi- 
pokli (Bombay) establishment origi¬ 
nated in the appointment of stockists 
and dealers by the management. The 
workers expressed the fear that this 
step would lead to retrenchment. Des¬ 
pite the fact that the management gave 
its word in writing that not a singte 
employee would be retrenched as a 
result of the appointment of stockists. 


" the workers refused to do tho work 
connected with delivery and desipatch 
of goods to stockists and dealers at the 
above-mentioned branch. Not only 
that, the workers at this establishment 
“came out in concert a number of 
times during each day to the place of 
loading in order to stop by coercion, 
the movement of lorries”. According 
to the management, the workers did 
not allow on Juno 10 the loading of 
goods meant for the medical profession. 
The management, therefore, had no 
option but to declare a lock-out be¬ 
cause the attitude of the workers clearly 
amounted to interference in a function 
which is purely managarial. 

The agitation by the workers of 
Volkarts and Voltas is the first of its 
kind because hitherto nowhere have 
employees objected to the appointment 
of stockists and dealers by a manage¬ 
ment. Moreover, it has brought 
ghcrao into Bombay for the first time,' 
though its style is different from that 
of West Bengal. The Bombay-style 
gherao consists in the assembly of 
workers outside a factory ii^such a way 
that while not professing to prevent 
anyone from leaving the premises, they 
see to it that no one can go out without 
clashing with workers. If any member 
of the management tries to leave the 
factory in a gentle way, they jostle and 
jolt him and later describe it as an 
‘assault’ resulting in increase in tension. 
The threat is being held out that if the 
Bombay-type gherao does not work out 
the way workers desire, they would not 
hesitate in adopting the Calcutta-type 
gherao which consists in openly stop¬ 
ping the managerial staff from leaving 
the premises. 

Tt may be recalled that the recent 
judgment of the Supreme Court in the 
Parry & Co. case stated in unequivocal 
terms that a management function 
can never be the subject of an industrial: 
dispute between the employers and' the' 
employees. Why have the workers 
of Voltas and Volkarts started this 
agitation knowing 'fully well that their 
strike is illegal? The only inference 
which can be drawn is that the long arm 
of the Naxalites has started functioning 
in Bombay as well. The advocates 
of confusion and chaos in this countiy 
seem to be bent upon creating dUffcult 
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labour conditions even in areas which 
have been free from labour unrest for 
a long time. Will the governments, 
state or cential, be silent spectators to 
this unreasonable attitude of workers, 
instigated by the Naxalites who have no 
aim but to disrupt the economy and 
undermine the political stability and 
social order of the nation? 

What is particularly deplorable i j this 
context is the behaviour of Congress 
ministries and ministers. Their atti- 
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tude towards violent labour agitations 
has been one of apathy when it is not 
one of timidity. More commonly it is 
their timidity—a certain lack of political 
courage on their part — which is to 
blame. It seems to be only too often 
the case that a Congress administration 
is more afraid of asserting itself against 
disruptive forces of the Left than 
communist-led ministries. This is, 
apart from everything else, bad politi¬ 
cal judgment on the part of Congress 
ministries. 


Railways Strike a Bright Patch 


DESPITE THE dislocation of their 
operations due to political agitations 
in West Bengal and Telengana and such 
natural calamities as the heavy cyclonic 
storm and rain in Andhra Pradesh, the 
railways have been able to carry 1 ■ 79 
million tonnes additional revenue- 
earning goods traflfic during the first 
two months of the current financial 
year. Since the Railway Minister, Dr 
Ram Subhag Singh, had forecast, at 
the time of the presentation of the 
railway budget in February last, that 
the additional goods traffic accuring to 
the railways this year would be only 
about nine million tonnes, the growth 
in traffic during April and May should 
suggest that the revival of the economy 
has been at a pace somewhat quicker 
than anticipated. Notwithstanding the 
fact that passenger traffic has shown 
improvement at a rate lower than ex¬ 
pected — the passenger traffic during 
April was higher by only 2-49 per cent 
as against the anticipation of three per 
cent increase for the year — the growth 
in goods traffic should augur well for 
railway finances this year. 

It is further encouraging to note that 
the hopeful signs of economic revival 
following a near-bumper crop for the 
second year in succession has not made 
the railways complacent towards 
attracting more and more goods traffic. 
The Railway Board not only proposes 
to expand the container service but 
has also decided to extend the recently 
introduced “Smalls” scheme on the 
Delh^Bombay route to the Calcutta- 
Madras and Calcutta-Bombay routes 
as well. Designed with the twin ob¬ 
jectives of stimulating railway traffic 
and effecting rail-road co-ordination, 


the “Smalls” scheme envisages collec¬ 
tion of packages for one destination by 
freight forwarders (not, of course, 
agents of the railways) to be moved in 
wagon-loads by the railways at a lump 
sum rate, which has been fixed on a 
sliding scale. 

Railway finances should also im¬ 
prove as a result of the proposed ra¬ 
tionalisation of the goods freight 
structure which is being looked into at 
present by a high level committee. 
Under this rationalisation scheme, the 
freight rates for the traffic on the move¬ 
ment of which the railways currently 
lose are likely to be raised. Some con¬ 
cessions in freight may also follow for 
the traffic which yields profit but which 
might be lost to the road transport. 
With the growth in the goods traffic 
being on a scale larger than anticipated, 
the railways, however, will do well to 
effect the proposed rationalisation in 
freight rates on a staggered basis in the 
interest of not unduly disturbing the 
price line which could be stabilised last 
year after persistent upward trend for 
nearly a decade. There is no denying 
the fact that the successive increases in 
the freight rates over the past few years 
contributed to no small extent to the 
accentuation of the inflationary ten¬ 
dencies in the economy. 

The improvement in traffic this year, 
which should strengthen railway finan¬ 
ces, however, docs not warrant any 
slackening of the efforts at checking 
ticketless travel and pilferage of rail¬ 
way property as well as consignments. 
The revelation made by Dr Ram Subhag 
Singh that the loss through licketless 
travel is anything between Rs 20 and 


7 

25 crorcs is apparenUy startling. The 
sharp enhacement of the penalty for 
ticketless travel, effected recently, 
should have a salutary effect but the 
penalty obviously is no substitute for 
effective train checkings. It is indeed 
regrettable that both tickctlcss travel 
and pilferage of railway property and 
consignments have been growing in the 
recent past. Tickctlcss travel today 
is to the extent of nearly 10 per cent 
of the passenger traffic. The compen¬ 
sation paid against claims for goods 
or parcels damaged or lost in transit 
came to 1-27 per cent of the gross 
goods traffic earnings in 1967-68. 
During the first nine months of 1968-69, 
the railways had paid Rs 6-60 crores 
as compensation, as agains! Rs 7*22 
crores du*‘ing the whole of 1967-68. 
Does this not indicate a need for the 
strengthening of the railway protection 
force as well as the checking staff? 

The building up of the railway pro¬ 
tection force and the checking staff to 
effective strength need not involve any 
large-scale new recruitment, for the 
railways are already overstaffed. It 
should be possible to transfer some of 
the surplus staff from the other depart¬ 
ments to these two cadres. The anxiety 
of the Railway Minister to safeguard 
the financial interestsof the railways, as 
evident from his stand on the West 
Bengal government’s proposal for the 
take-over of Westinghousc Saxby 
Farmers Private Ltd. and his assertion 
in the budget speech that the increase 
in the staff this year would be restrict¬ 
ed to a somewhat smaller proportion 
than the growth in traffic, should help 
him in devising ways and means for the 
adjustment of staff among the various 
departments. 

The need to effect economics in ex¬ 
penditure can never be over-emphasised 
for a commercial organisation. For 
the railways, economy in expenditure 
is assuming heightened significance 
today, as with the revival of the econo¬ 
mic activity and due to various other 
factors, there has been an uptrend in 
the prices of steel, electrical equipment, 
etc. Coal producers too are demanding 
a raise in the prices of their supplies. 
If the railways are not able to econo¬ 
mise and also attract larger traffic, 
they will be left with no alternative to 
raising freights and fares further. 
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A MEETING of the consultative commi¬ 
ttee of the non-all^d countries is sche¬ 
duled to meet at Belgrade on July 8; one 
of the important items for consideration is a 
definition of the concept of non-alignment. 
What is non-alignment V 

It is natural to turn to Jawaharlal Nehru 
for an elucidation of the concept, for it 
was he (soon after India attained Indepen¬ 
dence — Indeed a few months before formal 
Independence came) who evolved the 
framework of non-alignment. The idea 
caught on with the result that at the Cairo 
conference of non-aligned nations held in 
1964 there were 46 participants. 

Jawaharlal Nehru’s exposition of non- 
alignment is contained in his several spee¬ 
ches in the Lok Sabha and in his television 
interview with the late Adlai Stevenson 
and Mr Arnold Michaelis at Washington 
on November 12, 1961. 

Essential Feature 

Non-alignment in Nehru’s view is best 
deAned as not entering into military allian¬ 
ces with any country, and in particular 
with any country cither of the western or 
of the communit bloc. The United States 
has military alliances with some 50 coun¬ 
tries, and the Soviet Union with some 11 
countries. The essential feature of these 
alliances is that an attack on one member 
of the alliance system is considered as an 
attack on all the other members of the sys¬ 
tem, which would, subject to their respec¬ 
tive constitutional processes, go to the res¬ 
cue of the member attacked. India con¬ 
siders that her joining one bloc or the otlKsr 
would lessen the chances of using what 
influence she has or would have in the cause 
of world peace. Lot this argument be 
put in the late Prime Minister's own words: 

.If by any chance we align ourselves 
definitely with one power group we 
may perhaps from one point of view do 
some good but I have not the shadow of 
a doubt that from a larger point of 
view, not only of India but of world 
peace, it will do harm. Because then 
we lose that tremendous vantage ground 
shat we have of using such influence 


as we possess—and that influence is 
going to grow from year to year— 
in the cause of world peace. 

“What arc wc interested in world 
affairs for ? We seek no dominion over 
any country. We do not wish to 
interfere in the affairs of any country, 
domestic or other. Our main .slake 
in world affairs is peace. 

‘The supreme question that one has 
to face today in the world is how weean 
avoid a world war... .1 should like this 
House and the country to appreciate 
what a world war means, what it is 
likely to mean. It just docs not matter 
who wins in the world war because it 
will mean such utter catastrophe that 
for a generation or more everything that 
wc stand for in the way of progress 
and advancement of humanity W'ill be 
put an end to. That is a terrible thing 
to contemplate and everything should 
be done to avoid this catastrophe..! 
feel that India can play a big part, and 
may be an effective part, in helping in 
the avoidance of war. Therefore, it be¬ 
comes all the more necessary that India 
should not be lined up with any group 
of powers which for various reasons are 
in a sense full of fear of war and pre¬ 
pare for war.”* 

Independent Approach 

A second aspect of non-alignment is 
equally important: a policy of acting 
according to our best judgment — an in¬ 
dependent approach to foreign policy 
problems. He said in the Lok Sabha on 
December 9, 1958: 

‘Tt is said there are are only two ways 
of action in the world today, and that 
one must take this way or that. I 
repudiate that attitude of mind. If 
we accept that there are only two ways, 
then wo certainly have to join the cold 
war—and if not an actual military 
bloc, at least a mental military bloc. 

^Speech in the Constituent Assembly (Legisla¬ 
tive) March 8, 1949. Constituent Assembly of 
India {Legislative) Debates, Part //, Pp. 
1234-3. 
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I just do not see why the possession of 
great armed might 'or great ftnanclal 
pow^ should necessarily lead to right 
decisions or a right mental outlook*r 
The fact that I have got the atom 
bomb with me does not make me any 
the more intelligent, wiser or more 
peaceful than I otherwise might have 
been. It is a simple fact, but it needs 
reiteration. I say this with all respect 
to the great countries. But I am 
not prepared even as an individual, 
much less as the Foreign Minister of 
this country, to give up my right of 
independent judgment to anybody 
else in other countries. That is the 
essence of our policy.” 

And a third essential : friendship with 
all nations. 

Apt Analysis 

All these three essentials are aptly 
summarized by Nehru himself in the in¬ 
terview' with Adlai Stevenson and Mr 
Arnold Michaelis referred to above. To a 
question put by Adlai Stevenson a.sking 
for an explanation of the policy of non- 
alignment, Nehru answered thus : 

”-non-alignment means not tying 

yourself off with military blocs of na¬ 
tions or with a nation. It means trying 
to view things, as far as possible, not 
from the military point of view, though 
that has to come in sometimes, but 
independently, and trying to maintain 
friendly relations with all countries.” 

Nehru’s understanding of non-alignment 
proceeds, technically, from the view that 
being a member of u military bloc in the 
cold war precludes the possibility of a real 
independence in the approach to foreign 
policy problems and of a genuine friend¬ 
ship with nations outside the membership 
of the block of which a nation is a mem¬ 
ber; it is also a product of a distrust of 
militarism, of power politics which has 
been the main characteristic of interna¬ 
tional politics for several decades. In his 
view\ being apart from military blocs, a 
community of non-aligned nations would 
help to rid the world of militarism and fear 
and develop an area and a temper of peace. 

It is not proposed to examine in this 
article the merits and defects of non-align¬ 
ment; I shall stick to the meaning of the 
concept. Before we examine how far 
Nehm’s definition of non-alignment cited 
above is technically flawless, it will be 
useful to give here the criteria of non- 
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alignment formulated by the preparatory 
meeting for the Conference of the Uncom¬ 
mitted Countries (later held at Belgrade) 
at Cairo from June 5 to 12. 1961; 

(1) A country should follow an inde¬ 

pendent polic) based on peaceful 
co-existence and non-alignment, or 
should be showing a trend in fa¬ 
vour of such a policy. 

(2) It should consistently have suppor¬ 
ted movements for national inde¬ 
pendence. 

(3) It should not be a member of multi¬ 
lateral militar>' alliances concluded 
in the context of great power con¬ 
flicts. 

(4) If it had conceded military bases 
these concessions should not have 
been made in the context of great 
power conflicts. 

(5) If it were a member of a bilateral 
or regional defence arrangement, 
this should not be in the context 
of great po\\er conflicts. 

Several questions arise in the mind of 
the reader of Nehru's definition and of the 
criteria mentioned above. Nehru spoke 
of trying to view^ things independently. 
What about Pakistan. a member of a 
military bloc, she has cultivated independent 
relations with China and the Soviet Union; 
is membership of a bloc, in other words, 
inconsistent with a state having an inde¬ 
pendent policy in her national interest? 
France, a member of the NATO, has, and 
everyone knows, defied the USA. Again. 


MR JYOTl Basu. Deputy Chief Minister 
of West Bengal, told reporters recently 
that foreign investors had not expressed 
apprehension about industrial unrest in 
the state because they were more daring 
than their Indian counterparts. But the 
fact that foreign investors have not openly 
voiced their concern over the increasing 
indiscipline in industries in West Bengal 
does not certainly mean that they take a 
cheerful view' of the prospects in this stale. 
In fact, the Bengal Chamber of Commerce 
and Industry which largely represents 
foreign capital emphasised strongly, at its 
annual meeting held towards the end of 
February this year, that maintenance of 
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the preparatory meeting's criteria include 
support for movements for national in¬ 
dependence. Is it an integral part of non- 
alignment ? The independent policy based 
on peaceful co-existence is mentioned in 
criterion No. 1; the Soviet Union, the 
leader of a military bloc, has always sworn 
by peaceful co-cxistence. 

The idea of value in the preparatory 
committee's criteria for non-alignment. I 
suggest, is contained in paragraph 5: it 
permits a bilateral or regional defence 
arrangement if such arrangement is not 
in the context of great-power conflicts. 
This, in my view, rightly modifies the 
definition given by Nehru in which he spoke 
of not tying yourself off with military blocs 
of nations or a nation. It seems to me 
that military alliance as such should not 
preclude a nation from being considered 
non-aligned. Non-alignment originally 
was evolved having in mind the two power 
blocs in the cold war; a defensive alliance 
with a nation outside the cold-war blocs 
may he necessary in national interest and 
not be shunned. The statement on neu¬ 
trality by the Royal Government of Laos 
of July 9, 1962 (incorporated in the de¬ 
claration on the neutrality of Laos, July 
23, 1962), I suggest, is more realistic in this 
connection. It said; “U will not enter 
into any military alliance or into any agree¬ 
ment, whether military or otherwise, which 
is inconsistent with the neutrality of the 
Kingdom of Laos." True the term used 
is neutrality; for all intents and purposes, 
in the context, it is the same as non- 
alignment. 


the rule of law was the sine qua non for 
industrial development and, indeed, for 
any type of economic activity. The cham¬ 
ber has also been closely associating itself 
with other chambers of commerce in Cal¬ 
cutta in urging on the United Front 
government to put down firmly violence 
and lawlessness so that a congenial climate 
could be created for industrial expansion. 
The Indian entrepreneur is no less daring 
than the British or the American or the 
German businessman. This is clear from 
the fact that even during the British rule, 
in the face of formidable difliculties, Indian 
businessmen had successfully pioneered a 
number of large-scale industries all over 
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the country especially in Bengal. At pre-* 
sent our entrepreneurs are also investing 
in distant countries in Asia, Africa, Europe 
and America though many of them do not 
have political stability and an efficient 
administration. 

Mr Jyotl Basu should also remember 
that the foreign investor’s actions will be 
influenced largely by the behaviour of the 
Indian investor. So, when day after day 
reports of gruesome gheraos and other 
acts of lawlessness make front-page news 
in the papers, capital, whether Indian or 
foreign, is bound to become not only shy 
but scared, with its inevitable and unfor* 
tunate repercussions on employment. 

Deteriorating Condition 

In fast March, at the annual session of 
the Federation of Indian Chambers of 
Commerce and Industry, Mr G. M. Modi, 
the retiring president, said that he shared 
the concern fell by businessmen in West 
Bengal about the recrudescence of lawless¬ 
ness with the advent of the United Froq^ 
government. Some delegates from C^il-' 
cutta representing important chambers of 
commerce, promptly contradicted this 
view and requested Mr Modi to modify 
his views. They explained that they had 
initiated useful dialogues with the United 
Front government and that they did not 
expect any serious difficulty in improving 
the climate for investment. But at the 
meeting, held at Writer's Building at Cal¬ 
cutta on June 14, leading industrialists 
bluntly told Mr Jyoti Basu that the outlook 
for investment had not only not improved 
but had actually deteriorated, that the 
number of gheraos accompanied by vio¬ 
lence had increased and was increasing, that 
industrial production was falling and that 
there was a feeling of insecurity among 
entrepreneurs and managerial and tech¬ 
nical personnel. The industrialists also 
expressed concern over the inactivity and 
indifference of the police towards gheraos. 

The Deputy Chief Minister merely re¬ 
iterated the government's desire to main¬ 
tain peace and create a climate for industrial 
expansion. But there is no clear evidence 
yet of the government's determination to 
take immediate and effective steps for this 
purpose. On thq^other hand, the United 
Front ministers continue to issue contra¬ 
dictory and confusing statements about 
gheraos and the attitude of the police. 
Mr Ajoy Mukheijee wants gheraos to be 
banned but Mr Jyoti Basu says that a ban 
is not possible (or desirable ?) while Mr 
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Kliahnftpada Obese, the Labour Minister, 
refu^ to sa^ categoricaify v^hether gheirao 
is good or bad! 

What is however even more surprising is 
the advice given by Mr Hathi, the union 
Labour Minister, to the Government of 
West Bengal. Ho has urged the state go¬ 
vernment to create a machinery which will 
help to differentiate gheraos due to genuino 
grievances of workers from those that arc 
politically motivated. He has said that 
once politically motivated gheraos are 
identified, these should be dealt with boldly 
on the political plane, Mr Hathi*s solu¬ 
tion, far from helping West Bengal, will 
only complicate industrial relations fur¬ 
ther. Tliere can be no compromise what¬ 
ever with gheraos whatever their motives. 
The laws have provided adequate machinery 
to deal with all kinds of grievances: and 
where the machinery does not work spee¬ 
dily, it should be improved. It seems 
naive on the part of Mr Hathi to suggest 
that politically motivated gheraos can be 
handled btddly. But how ? In fact, 
such gheraos arc more diflicult to be dealt 
with because the motivators arc bound 
to have a good deal of sympathy and even 
support within I he cabinet itself. 

Mr Hathi also should realise that it is not 
only industries in West Bengal that are 
faced with gheraos. Hospitals, schools, 
colleges and other institutions also arc 
affected by this menace. On June 18, 


LONG BEf-ORH our planners had even 
conceived of the expression ‘‘agro-indus¬ 
tries'’, a humble resident of a Jitflc known 
village— Gurlahosur— in Belgaum dis¬ 
trict (now in Mysore state), had already 
made a modest beginning with agro- 
industries. He was none other than Lax- 
manrao K. Kirloskar, who. at the turn of 
the century, founded the parent company 
of the present dynamic organisation of 
Kirloskar Industries, Kirloskar Brothers. 
It was actually started in 1888 to represent 
a British cycle manufacturing company 
and it gradually developed until it has be¬ 
come one of the biggest industrial complex¬ 
es in the country today, breaking new 
ground not only in Maharashtra and My¬ 
sore, both states to which Kirloskars be¬ 
long, but also elsewhere in India and even 
in foreign countries such as Malaysia. 
A grateful people celebrated the hundredth 
birth anniversary of the late Laxmanrao 
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.some proininenl citizens of Calcutta led 
by Mr C. Chatterjee, MP, who is by 
no means unsympathetic to the United 
Front, issued a statement strongly condem¬ 
ning gheraos in educational institutions 
and hospitals. They said that it was “a 
matter of deepest regret and shame’* that 
many principals, headmasters, and mem¬ 
bers of mantiging committees of schools 
and colleges had been forced to sign letters 
of resignation under the threat of ghcrao. 
It is now for Mr Ajoy Mukherjec to 
consider how seriously and firmly 
his government is going to put 
down lawlessness especially in the 
industrial sphere. At least for the 
sake of the thousands of unemployed 
youngmen and their families, the United 
Front government should eschew its 
ideological bias and govern w'cll so that 
industries can expand and jobs increase. 

In West Bengal the scope for industrial 
expansion is enormous indeed; and at 
present there is no dearth of capital or 
technical skill. It will therefore be a tra¬ 
gedy if economic giowth in this state 
Stands still mainly because of the govern¬ 
ment’s inability lo think clearly and act 
firmly. It is up to the United Front 
government to make lull use of the ex¬ 
perience and resources ol the business 
cominunily for accclcraiing West Bengal’s 
industrial growth on which depends the 
prosperity of the people. 


Kirloskar (he died in iy5r3) on June 20, 
1969, and, appropriately enough, tributes 
were paid by both officials and non-officials, 
lo this ullcrly unassuming but amazingly 
persisting pioneer in agio-industries, at a 
function organized by the Maharashtra 
Chamber of Commerce, Bombay. To 
impress on the public the high place he has 
come to occupy in the economic life of this 
countiy, I he Posts and Telegraphs De¬ 
partment issued a commemorative stamp 
on the occasion. The first stamp was sold 
to the grandson of Laxmanrao, Mr. Chand- 
rakunt Kirloskar, and it may be added that 
Mr Jal CooiTcr, the well-known philatelist 
of India, w'ho had been approached earlier 
to receive the first stamp, correctly advised 
the organi.sers that that honour should go 
to a member of Laxmanrao’s family. 

Occasions such as this may be - nay, 
are necessarily — few and far between in a 
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still economically developing country 
such as ours. And, for that very reason, 
they are extremely important and rignU 
fic*ant. They strikingly remind the present 
generation—one hopes also of politicians-^ 
that what this country today is, from the 
point of view of economic advancement at 
any rate, is almost wholly due to the vision, 
leadership and constructive ability of en¬ 
trepreneurs of the calibre of Laxmanrao. 
A poor brahmin who preferred tatitric 
education to niantric education and a 
brahmin who deliberately chose to lead 
the life of a bania, as Mr Lalchand Hira- 
chand, scion of another illustrious indus¬ 
trial house of Maharashtra, who presided 
on the occasion, put it. Laxmanrao de¬ 
monstrated that it was individual initiative, 
rather than anything else, that could really 
deliver the goods. In order to appreciate 
this, one has to go back to the early years 
of this century and take stock of the cir¬ 
cumstances that prevailed at the lime. 
India was then still under British rule 
which was not particularly interested in 
encouraging an Indian industry. The alien 
rule also provided a particularly fertile 
field lor the w'orst features of our caste 
system lo show up. The people, in parti¬ 
cular those in and around the place of 
operations of Laxmanrao. were mostly 
illiterate, tradition-bound and conserva¬ 
tive. The greatness of Laxmanrao lay 
in his succeeding in convincing such people 
that what the country required in order to 
prosper was not their way of life but the 
one he proscribed for himself, practised 
and proved to be at once practicable and 
profitable. 

Flic glimpse one caught of the life and 
work ol Laxmanrao through the speeches 
at the Maharashtra C hamber of C ommerce 
function was indeed fascinating. Briefly 
pul, it i.s like this: a young lad of ISveitrs 
leaves home lo try his luck in Bombay, re¬ 
ceives education at the J..r. School of .Arts 
(as it was then known), liccomes an instruc¬ 
tor m drawing for mechanical engineering 
students at the Victoria Jubilee Technolo¬ 
gical Institute, is irked when unimaginative 
iMhcialdom Mipersedes him. resigns his 
job and returns to liis home town (Belgaum) 
to set up a small cycle repairs shop. 
ThrovN n back to rely on his own wits, about 
the only resource he had, Laxmanrao de¬ 
cides to stand on his ow n feet, strikes out a 
path forliimsclf and succeeds despite hciivy 
odds. This reads like the life of a Nu¬ 
ffield or Ford. Indeed, the comparison 
is not altogether inept or exaggerated. In 
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fact, Mr larv^jl^ackinnont Prcsiilcjit of the 
Bombay Chan>bcr of Commerce, one of 
I he speakeff? aJ the function, recalled that 
NuffickI also began his life as a dealer in 
ode?.. The success story of Laxmanrao, 
N\as succinctly summed up by the great M. 
\ j^sesvaraya (also of revered memory) 
\\hcn he visited Kundal Road in the old 
princely stale of Aundh (now famed the 
world over as Kirloskarvvadi) in three 
words ; Vision, Leadership and Constme- 
li\c Ability. The vision of La.xmanrao 
Jay in his recognising that the future of an 
essentially agricultural country dcr»cnded 
on modernising and mechanising (to suit 
the modest means ol an Indian farmer) 
agriculture. He showed his leadership 
by setting an example himself and con- 
\citing waverers to his way and his cons- 
miclivo ability was shown when he look 
to the manufacture of chan-cutters and 
iron ploughs first. 

Fitful Start 

As stated earlier, I axmaiirao began 
his life representing a British cycle manu¬ 
facturing company For this purpose, he 
founded in J888 (when he was only 19 
>cars old) Messrs. Kirloskar Brothers 
at Beiguum. Then followed his factory to 
manufacture hand fooddcr-cultcrs in 1901. 
But the Municipality of Bcigaum, meddle¬ 
some and negiitivc as authority is apt to be, 
cxidently thought this to be a nuisance and 
ordered Laxmanrao to close down. 
When ho was on the lookout for a suitable 
place for his workshop, the Ruler of Aundh 
offered him a place and a loan of Rs 10,(XX) 

(a princely sum in those good old days) 
io boot). This enabled Laxmanrao to start 
Ills factory iti'whal was then an aiid, waste- 
and b> the side of a remote railway sta- 
ion named Kundal Road. Now, when 
hut modest factory has blossomed into 
he famous Kirloskar Industries, the old 
uimc has not unexpectedly yielded place 
o the present famed one of Kirloskarwadi. 

It v\as after Laxmanrao shifted to Aundh 
hat he manufactured the first iron plougli. 
n rctros|>ccr, it is possible to wax eloquent 
iver the insight, imagination or farsighted- 
ess that prompted this pioneering plough- 
iiaking project, but then what was the 
caction of the peasants at the time? This 
as been vividly brought out by the Posts 
nd Telegraphs Department in the small 
le-skelch of Laxmanrao given in the 
jmincinoration stamp folder. “In the 
irly days”, says the folder, “Shri Kir- 
)skar had to meet with opposition from 
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farmer’s who believed that iron ploughs 
would poison the land and make it useless. 
Supers titioiis farmers were extremely hard 
to convince. Laxmanrao Kirloskar took 
two years to sell the first six iron ploughs.*' 

Like the unforgettable ploughman 
in Gray's HIcgy, Laxmanrao, the plough- 
maker, also had to plod his weary w'ay, and 
plod he did purposcflilly, may bo at times, 
painfully as well. His fertile brain must 
have begun to function fast when it took 
him so Jong as 24 months to dispose of 
just six iron ploughs. Thus was born his 
zest for creating a chain of distributors. 
In fact, according to Mr Lalchand, Lax¬ 
manrao was as much a pioneer in the field 
of distribution as in that of industry in 
Maharashtra, He was rightly convinced 
that no industry or trade could prosper 
without the distributor. 

It is noteworthy that Laxmanrao was 
free from any thought of monopolising 
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everything for himself. As disclosed by 
Mr. Lalchand, the establishment of Ogaie 
Wadi was due, in no small measure, to the 
encouragement of Laxmanrao; similarly, 
we arc told. Coopers of Satara also got their 
cue and inspiration from KLrIoskarwadi. 
Right from the start, Kirloskars have 
established a reputation for service. 

Finally, Laxrnani'ao*s claim for recogni¬ 
tion and his right to be remembered by 
posterity rests on his work as a great social 
reformer. “When blind orthodoxy was 
rampant in rural areas”, we arc told, 
“he advocated the removal of imtouch- 
abiJily and banned untouchability in the 
township that he establish^ at Kirlos- 
karwadi. He believed in social reform 
and trusted in the goodness of man. He 
employed ex-convicts as night watchmen. 
They so revered him that under his guidan¬ 
ce, they changed their way of life, gave up 
drinking and crime and lived a life useful 
to the community.” 
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U.S. INVESTMENT IN EUROPE 

ZURICH, Switzerland: 

THE DYNAMIC growth of American industrial investment in 
western Europe is tapering off. How fhr this is the result of short¬ 
term policy measure, as opposed to a long-term levelling-out at 
a more stable proportion of total investment in Europe, is unclear. 
The 1967 recession sparked off by the 1966 wave of European 
credit squeezes caused investment by US firms to fall while that 
of domestic European firms (apart from those of West Germany) 
continued to rise. The recession may have continued to affect 
programmes in 1968, when new investment in plant and equipment 
by US subsidiaries continued to fall. Yet investment by domes¬ 
tic (including West German) firms went ahead sharply in 1968. 

In 1968, too, Johnson administration’s earlier ineffectual 
attempt to control the outflow of corporate funds changed from a 
voluntary to a mandatory programme. The US Department of 
Commerce, commenting on the latest indications of plant and 
equipment expenditures of US firms, foreign affiliates, concludes, 
however, that the reductions in such expenditures “in some areas” 
is more likely to be related to basic changes in economic activity 
and corporate investment plans than to any quick response to the 
measures announced in January 1968. It may well be that the 
increasingly widespread controversy, current in all west Euro¬ 
pean countries now, over the American octopus is being answered 
by a voluntary reduction in the rates of expansion of US industry 
in Europe. 

In the 1960s, up to and including 1966, US firms* invest¬ 
ment in Europe concentrated on the EEC. The accumulated 

Table I 

ACCUMULATED VALUE OF U. S. DIRECT INVESTMENTS 
IN EUROPE ( $mn). 


All Categories Manufacturing 



1965 1966 

1967 

1965 

1966 

1967 

Europe .. 

13,985 

16,209 

17,882 

7,606 8,876 9,781 

EEC .. 
of which : 

6,304 

7,584 

8,405 

3,725 

4,401 

4,964 

Belg/Lux 

596 

742 

856 

372 

545 

533 

Netherlands 

686 

859 

917 

270 

372 

463 

West Germany 

2,431 

3,077 

3,487 

1,555 

1,839 

2,064 

France 

1,709 

1,758 

1,904 1,076 

1,201 

1,312 

Italy .. 

982 

1,148 

1,242 

451 

534 

592 

Other Europe 
of which; 

7,681 

8,624 

9,477 

3,882 

4,475 

4,817 

UK .. 

5,123 

5,657 

6,101 

3,306 

3,716 

3,877 


value of direct investments in the EEC surpassed that in the UK 
in 1963, and by the end of 1967 (see Tabic I) stood at $8,400 mi- 
lion (book values) compared with $ 6,100 million in the US. 
The aggregate value in the EEC had become almost half that in 
Europe as a whole. 

The United States investment in the EEC received its first severe 
setback in 1967,'however, when new investment, net of deprecia¬ 
tion, fell nearly a third., compared with falls of about 18 per cent 
elsewhere in Europe (see Table II), For 1968, figures for rein¬ 
vestment earnings are still unavailable, but new capita] flows to 
US affiliates in EEC countries fell to a mere 30 per cent of the 1966 
peak level, whereas in the UK they recovered to the 1966 peak. 

Table II 

FINANCING OF US DIRECT INVESTMENT IN EUROPE 

($ mn). 


Europe 

Capital flows 

Reinvested earnings (net) .. 

1965 

1966 

1967 

1968 

1,479 

388 

1,809 

435 

1,442 

266 

878 


1,867 

2,244 

1,708 

• • 

EEC 





Capital flows 

867 

1,143 

816 

355 

Reinvested earnings (net) .. 

—3 

100 

41 

•• 


854 

1,243 

857 


UK 





Capital flows 

317 

381 

342 

382 

Reinvested earnings (net) .. 

242 

195 

81 

•• 


559 

576 

423 

• • 

Other Europe 





Capital flows 

305 

285 

284 

141 

Reinvested earnings (net) .. 

149 

140 

111 



454 

425 

395 

•• 


Figures for investment in plant and equipment are not repre¬ 
sentative of total investment, in that they are gross of depreciation 
(which is on a rising trend) and exclude acquisitions and additions 
to working capital (acquisitions by US firms in Europe were 
sharply down in 1967, from 1429 million in 1966 to $ 229 million, 
net of disposals). In consequence, the plant and equipment for 
1967 show further increases for both the EEC and elsewhere in 
Europe. Yet even here, sharp falls are shown for 1968, and in 
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the EEC 00 further growth io<ilc8ted for wbfch mean^ 

a further decline net of depreciation. 

Lyndon Johnson*^ January, 196», nrcaBures were ainied 
not so much at reducing this investment as at stemming the out¬ 
flow of finance from the United States. A total block on new 
capital funds for investment in the EEC was imposed, while in the 
case of the UK these transfers were to be reduced to 33 per cent 
of the level in a base period. In addition, repatriation of profits 
of the USA was to be increased. 


meht ik mvestment by US firms than ^d^^bn« 

dence on new capital is much less (see T sxir^ 

prising given the longer establishment ofull^BilMrtn 
Whereas most US firms in the EEC have arrived since raid-1950s, 
over half the value of assets owned by US corporations in the 
UK belongs to firms that were there before I946, 


CHANGING ATTITUDES IN EUROPE 


The result was a dramatic increase in the raising of capital by 
US firms in Europe. 

tn the Eurobond market, the principal source of long-term 
capital available to foreign firms in Europe. US corporations 
raised $ J,925 million in J968, compared with 3 527 million in 
1967; they also increased their non-market borrowings (mainly 
from banks) from 3 76 million to 3 58 J million in the EEC alone. 
The total turn-around for the US balance of payments from the 
fall in direct investment and the increased reliance on foreign 
finance was $2,428 million in respect of all countries (of which 
11,662 million occurred vis-a-vis EEC countries). This far ex¬ 
ceeds Johnson administration's target of 8 K5(X) million for the 
balance of payments from US corporations, when the measures 
were announced. 

Balance of Payments 

Recent official comment .suggests that the gains Jrom these 
overseas financing expedients, to which many firms resorted as 
emergency arrangements to meet existing commitments, arc not 
expected to be maintained at 1968 Jcvel.s. However, when the 
choice of not undertaking new investment commitments (as oppo¬ 
sed to choices between financing methods) becomes increasingly 
available, the balance of payments saving should fall more upon 
investment, rather than fund-raising. 

In addition to savings to the US balance of payments, at the 
expense of Europe, the Johnson measures have produced effects 
on the payments positions of European countries among others. 


The long established tradition of US business activity in the 
UK has created a more settled attitude towards it than is yet 
possible in countries w here it is newer and stranger, not that British 
attitudes are complaisant. There is much deep-seated mistrust of 
US business in trade union ranks. Fears that American managers 
may be more ruthless lind expression in pressures through members 
of Parliament for ministerial intervention in US bids. And it is 
no coincidence that the UK has the most highly-developed legal 
and administrative apparatus for vetting acquisitions of native 
lirms by foreign ones. 

Yet the British public has become accustomed, as people in 
continental countries have not, t(^ the proliferation of' US brand 
names among their everyday consumer expenditures. Even 
now American-owned firms account for 10 per cent of mnnufac- 
iLidng output 111 the UK, while their new investment comprises 
over 20 per cent of the net fixed capital formation of British com¬ 
panies. 

VS Investment Welcome 

Figures for capital slock aie almost non-existent for EEC 
LOLintrics, but as a proportion of new investment in manuEicttir¬ 
ing, US affiliates in the EEC have accounted in recent years for 
three to five per cent. On the whole, attitudes towards US 
firms on the continent have been favourable to their physical 
investment activities, even in France, the only country among the 
Six where antagonism towards US (irms has ficen officially end¬ 
orsed. 


Most of the funds raised by US corporations arc found m the 
EEC—chiefly in West Germany - and in Switzerland, but the 
firms invest them in many countries, notably the UK where interest 
rates arc too high (or exchange and credit controls loo strict) 
to permit such fund-raising. 


The advantages to employment have if anything been more 
evident in Europe than in the UK, since in starting from scratch, 
new US entrants have made heavy demands for labour, whereas 
in the UK being longer established, they have more Ircqucntly 
needed to rationalise redundant plant and labour. 


The net result has been that US firms, through their overseas 
financing operations, have made West Germany and Switzerland 
exporters of capital on a much larger scale than officials and bank¬ 
ers in those countries expected or intended them to become. Al¬ 
though West German ministers have claimed credit for this out¬ 
come, it remains true that their role was j'lcrmissive : they vfid 
not oK^ruct them. 

The total accumulation of US direct investment in Europe 
seems still to be increasing, though at a much slower rate. In the 
EEC the total rose by 11 per cent in 1967, despite the reduced inflow 
of capita!; but this compared with an increase of 70 per cent over 
the preceding three years. In the UK, the slackening was much 
less noticeable, the total value rising eight per cent in 1967 fol¬ 
lowing a -growth of 34 per cent between 1963-66. In the UK, 
reinvestment of earnings has been a much more important cle- 


It is signifiamt, however, that in France sonic US lirms have 
created ill-will through large-scale disjnissals, notably the abrupt 
dismissal by Remington Rand of 800 workers at Lyons, as part 
a liiiionalisation of its European activities. 

The most publicised objections have been against acquisition 
of existing firms, and the financing of investment with the support 
official holdings of dollars, without which a country running a 
big payments deficit would not be able to mount a multi-billion 
dollar foreign investment programme. 

The last objection has largely vanished following the simul¬ 
taneous swing of the US external accounts into surplus and of the 
French into deficit. General dc Gaulle’s sermons on sound in¬ 
ternational finance were snatched from his hands, while the feeling 
among bankers and financial officials that the USA could well 
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sacrincc its foreign investment pix>gi'ammc in order to turn Its 
payments into surplus has lessened for the time being. 

But attitudes towards acquisition of major business in Franco 
have hardly altered. As recently as last November, Westinghousc’s 
attempt to acquire a large but unsuccessful Franco-Belgian engin¬ 
eering concern \\s\s frustrated by official objections. Even so. 
despite the apparently doctrinal opposition to American take¬ 
overs, informal rules setting out the kinds of interests that the go¬ 
vernment regards as essential to preserve from US ownership 
may bo emerging. It is being suggested that a recent bid by Ge- 
ncsco, of Tennessee, for the fashion-show firm Chaussures Joirrdan 
will Isc allowed, which implies that acquisition of a firm that has 
neither strategic impoitancc nor a dominating position in its 
industry may in future be permitted. But it seems clear that large 
firms in oil, chemicals, electronics and some branches of enginee¬ 
ring (notably vehicles) arc not to be acquired, or at least not without 
a fight. The policy can fail on occasion - for example, General 
Electric managed to acquire Machines Bull for lack of any other 
competent rcscuci. But successes by an American bidder con¬ 
trary to official wishes have not altered the policy. 

To the extent that French policy lias succeeded in keeping US 
hands olf French firms, oppoitunitics of injecting US management 
methods into France’s inbred business practices have been lost. 
Where it has failed to do so, as in computers (Bull) and cars 
(Simci), it was clear that American k.iow-how' was the only hope 
for the firms’ survival, in industries where a bright future had been 
envisaged for France in relation to other European producers. 
Thanks laigcly to Renault and Peugeot, the motor car is the one 
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important consunieor durable in which French firms have ^one 
well against other European competition. 

A need to increase the scale, of the operations of the car firms 
to maintain* their competitiveness is now widely felt in France, 
as elsewhere in Europe. The disappointment in industrial circles 
right across Europe when General de Gaulle set his face against 
Fiat, when it sought to acquire Citroen, \\m thus economically 
understandable, but even more, it implied that de Gaulle disliked 
not merely US acquisition, but foreign control in important French 
industries, even if the foreigners were France’s" EEC partners. 
The trend therefore now is for French policy to be regarded as 
old-fashioned parochial nationalism, whereas it had attracted 
many admirers among industrialists elsewhere in Europe in the 
early J960s. 

0 

**Aiiicrican Challenge” 

I hc views of Europeans who have been most critical of US 
business in Europe have been both intlucnced and qualified by 
7he American Challenge by the French journalist, J.J, Servan- 
Schreiber, What has been most effective about Servan-Schrei- 
ber's book, however, is the way in which he combined European 
nationalism with a convincing case against attempts to restrict 
US investment in Europe. He makes the kind of defensive reac^ ^ 
lion displayed by the Gaiillist regime, and with which other EEC 
governments have dabbled from time to time, appear pointless. 

Servan-Schreiber talks alarmingly of a seizure of power with¬ 
in the European economy, and of how the EEC has become the 
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New Froptier of American Jbistory. He points' to the large sha^ 
epjoyed by US firms, ip the markets for such advanced prodiu^ 
as semi-conductor* and computers. He worries about the success 
enjoyed in financing programmes from European sources. In 
this respect, the UK is more European than any EEC country, 
for British Exchange Control requires foreign firms to finance 
investment from abroad, apart from bank finance for working 
capital; whereas in the EEC short and medium-term finance from 
banks has been available to US-owned firms on the same basis 
as domestic ones— even in France. Taking into account subsi¬ 
dies from European governments and the reinvest^ earnings of 
the US subsidiaries in Europe, Servan-Schreiber asserts emo¬ 
tionally : “We pay them to buy us.” 

Yet Servan-Schreiber concludes that to restrict such invest¬ 
ments is no answer “since this would only slow down our own 
development". The French policy only succeeded in handing 
Franco’s European competitors the advantage of technological 
and marketing skills that go with American investment. A Eu¬ 
ropean country that takes a more restrictive attitude than its 
partners towards US investment only helps its c<impetitors at its 
own expense. In support, he cites a number of projected US 
investments in France which were cancelled in favour of other 
countries. Moreover, even if all European countries ci'inbincd 
to restrict US investment, the flow of capital would give way to 
competition from imported American goods- without the bene¬ 
fit of “fall-out" aiising because US firms spend more on research 
than their European competitors. 

Scrvan-Schrcibcr’s solution is to urge tliat European industry 
^houId be rationalised into larger units, and should be given more 
government assistance, both, directly in science-based industries 
and indirectly in the form of more higher education, especially 
management education. In the EEC, there should be federal 
control over industrial and scientific policy, with a view to sti¬ 
mulating technological development in markets and research and 
development budgets on a larger-than-national scale. 

Ill 

moderate BRITISH AND E.E.C. POLICIES 

Much of this thinking is in line with that ot bureaucrats in 
Brussels and the several European capitals, even before The Ame¬ 
rican Challenge was published. Their combined infiucncc has 
been striking in West Germany, for example, where a programme 
of federal financial support for various industries, such as elec¬ 
tronics and aviation, regarded as important for West Germany’s 
future technical competitiveness, has replaced the former 
policy of hisser faire (qualified by support for polilically-sensitive 
declining industries, which continue to absorb more funds; but 
West Germany is not alone in this). Bonn continues to welcome 
new development by US firms in these fields, however — for 
instance IBM, whose largest European establishment is in West 
Germany, and Honeywell which opened its new German plant 
last year. Where strategic considerations cause concern, how'- 
ever even the Germans take restrictive measures. Oil seems to 
worry them particularly. Bonn refused to allow Mobil Oil to 
acquire control of Aral, the largest domestic oil company, in 1967. 

A great deal of political and official time and effort has been 
devoted to attempts to devise an EEC policy for those advanced- 
technology industries in which US dominance appears imminent. 


Tlie Marochal committee drew up a Hst of sectors in which Com¬ 
munity' programmes for future development of some kind or 
other would be desirable— though so far progress has been mini¬ 
mal owing to disagreement over the extent to which British parti¬ 
cipation should be allowed. 

Balanced British View 

British policy has aimed to strengthen the competitive power 
of British-owned firms by promoting amalgamations, and offering 
finance for promising developments. 

Fears of US dominance have been most in the computer in¬ 
dustry, where a belief that IBM might achieve a Europe-wide 
monopoly prompted the Labour government to take measures of 
support for British firms, leading to the amalgamation of the re¬ 
maining British-owned interests. Similar efforts to promote 
amalgamation among firms with promising technical potential 
have been made in industrial instrumentation and, less success¬ 
fully, in chemical plant and machine tools. Fihance for projects, 
notable in aeronautics and nuclear energy, has generally come 
from ministry sources. On the other hand, UK investment 
giants are available to US owned firms, as they arc in Belgium 
and the Netherlands. 

British hostility to US companies apixrars to be waning. No 
US bids lor British firms have been formally turned down in 
recent years, despite the vetting procedure established in 1965 for 
references to the Monopolies Commission. One case in 1966 
where an application was “informally” rejected despite clearance 
hy the Monopolies C ommission where the Ministry of Health 
rejected the take-over of (he Amalgamated Dental Company by 
ihc Dentists Supply Company of New' York - might well turn out 
differently if rc-uttcmpled in 1969, because the government is now 
anxious to sccui c foreign exchange inflow from foreign investment, 
and now appreciates the greater efliciency of US-owned subsi¬ 
diaries in the UK. 

In the btC, attitudes arc similarly changing. Under M. 
Marjolin, vice-president of the EEC and member responsible for 
economic afl'airs until 1967, a study was launched of the effects 
ot US investment in the Community, and of the possibility of 
arriving at a common policy. The study continues under his 
successor. M. Barrc, but w ithout apparent progress or enthusiasm. 
Some governments are said to be providing less information on 
the subject than had originally been hoped for, and M. Marjolin’s 
critical altitude is not shared by his successor. Even the official 
Trench attitude has shifted; M. Dcbie was reported as 
saying in the USA that France sees nothing but advantages from 
US investment in Europe, subject to certain limited provisions. 

L S Investment : threat or Promise ? 

Whether these shifts m F ui’opc'm atiiiudcs will have any con¬ 
sequences on US investment in Europe in the future depends on 
whether the restrictions in the piisl have had any impact, other 
than to shift US investment from one T.uroixjan country to ano¬ 
ther. The evidence suggests that their European-wide effect has 
l-iecn small. The possibility that Eurotjcan firms will grow to 
threaten Amci ican concerns in their areas of excellence, particularly 
advanced technology, also seems slight, except in special cases 
(c.g. Rolls Royce in acro-engines). 

On the other hand, the estimate that, on present trends, 20 to 
25 per cent of (he output of British manufacturing industry Avill be 
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supplied by US controlled linns in 1981 docs not appear lo resem¬ 
ble the (rend in western Europe as a whole. Nevertheless, the 
ability of the Americans to select the fields where growth is greatest 
causes the grow th potential of US industry in Europe to bo greater 
than that indicated by the mere level of US investment. If these 
arc the commanding heighlh of the Furopean economic scene, 
then the Europeans may reconsider piotcvtive measures. 
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Sources and Acknowleclgemeiits : The foregoing summarises, 
by special arrangement, a report in the latest quarterly 
Economic TremU published to subscribers only by the 
Economist Intelligence Unit, 17 St. Jameses Place, London 
S.W. I. buttheEIUis responsible neither for the emphasis 
i>r my summary nor for my comments based on a variety of 
sources. 


Tasks Before Pompidou 

E. B. BROOK 


VIENNA : 

M. POMPIDOlJ isnovN President of France barring mishaps, 
for the next seven yciirs. He has not, at the lime of writing, taken 
office, still less formed his government but it is not loo early to 
attempt an estimate ol the new face of F.inope his election may 
imply. M. Pompidou is a memlxir of the Gaiillist party, was for 
years the very capable Prime Minister of Fnince working out 
Gen. dc Gaulle's ideas. Like de Gaulle, he has a Gallicly logical 
intolerance of the British method of muddling alone, solving ■ 
or partly solving one problem at a lime and avoiding rigidly 
planned luturcs as far as possible in a world rather devoted lo 
planning. Like de Gaulle and, lor that matter, alniost all French¬ 
men. Pompidou jHits I'rance first all the time, b> hook or crook. 

Thai is neither new the F/cnch have Ixrcn doing it for cen¬ 
turies nor docs it mean that Pompidou will be a continuation of 
de Gaulle. He is a banket and a politician : dc Gaulle was a 
soldier and openly despised politicians. Pompidou has the qua¬ 
lities of humour, emotion, cnerg> ; he likes good living. He 
Jacks the rigid prejudices of do Gaulle, maybe lie lacks some of 
his strong qualities - time will tell. 

But what is important now is what Pompidou will do about 
the over-valued franc and what will be his attitude to Britain’s 
almost certain renewed application to join the Common Market. 
The franc is the first important question because its imbalance 
by over-valuation is as unsettling to the currencies in general as 
the West German mark’s over-valuation. 

Clues to His Attitude 

There are dues as to what may be Pompidou's attitude. First, 
he will be working without the icily logical Coiivc dc Murville as 
Prime Minister. He will be choosing an equally intdiigent but 
more flexible man for that post, but the decision about the franc 
and about Britain will lx? Pompidou’s for, in the Fifth Republic, 
the President rules. 

When Pompidou was Prime Minister he was openly impatient 
of the British persistence in dinging lo an unrealistic parity for 
sterling and held that the pound should be decisively devalued - 
as was the franc when dc Gaulle took power. Will he now take 
the same cool banker's view' about the present parity of the franc ? 
Will he devalue it to ease the burden on French reserves or will 
he continue dc Gaulle’s lofty refusal to consider low'ering the 
value of France’s national symbol or blunder hopefully along 
like Britain ? 

Many in France considered the present parity of the franc to 
be unrealistic not merely because of the difficulties beginning last 
November or because of the events of May 1968, They consider 


the franc to be over-valued because French industry and the 
entire French economy needs modernising and toning up. 

He Gaulle’s successful defiance of the US dollar a little moie 
than twelve months ago is, in effect, an event of 4 long time ago. 
Wagcs and prices are rising in France disturbingly fast ; in almost 
no industrial sphere is France a loader in Europe. The bitter 
contest between employers and unions can resume at any time. 

As a result, the French balance of payments is moving into 
substantial deficit, there is an increasingly unfavourable trade 
gap and conlidcncc in the franc is low. Added to this 
unluippy situation another big wage battle w'ill certainly 
begin before the aulumn with the prospect of restrictive measure^ 
being advocated. The Rank rate is already up to 7 per cent. 

C omplex Choices 

The choice belore Pompidou is more comple.x than the one 
de Gaulle had to consider 11 years ago, for the problem of ex¬ 
change flexibility is actively under consideration. If there is a 
revaluation of the West German mark late this year it would help 
the franc. Pompidou will certainly not move lo change the 
value of his currency until the German elections arc well out of the 
way but he may be more favourable than his predecessor to a 
general mild realignment of exchange values. 

What appears to be most probable is that Pompidou, now able 
to cast aside the amiabilities of electioneering, will set his cabinet 
to improve the French industrial structure, to begin to hold prices 
and income in check. He is more likely lo deflate the economy 
than to devalue the currency, especially since speculation must be 
avoided at all costs. 

All this implies caution, a basic conservatism and a probable 
firmness towards the Common Market over many matters besides 
the possibility of British entry. Certainly in Brussels the impres¬ 
sion is that Pompidou will be no more flexible than was 
de Gaulle. 

French purposes will remain the same as with de Gaulle ; 
their methods may change ; priorities will be adjusted. Paris will 
still be intent on preserving national interests;, on pursuing its 
policies without the possibility of interference from London 
from within the Market. Above all, France is intent on preserv¬ 
ing its agricultural interests—the other Market members must 
put up the money to finance French agriculture on a “community 
basis”. To preserve their agriculture the French would sacrifice 
the Market itself whether the prophet announcing its extinction 
was dc Murville, Debro, or whoever may he Pompidou’s Foreign 
Minister. 
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MR JAGJIVAN Ram has caused a storm in a 
tea cup by publicly advising landless labour to 
take possession of government land lying 
waste and cultivate it. Since he happened 
to make the statement in Madhya Pradesh, 
the Revenue Minister of the state government 
concerned has been protesting vehemently 
against what he considers to be an improper 
exhortation by a minister of the central gov¬ 
ernment to a potentially explosive clement of 
society to trespass into government property. 
Seen in its context, however, Mr Jagjtvan 
Ram*s observation cannot be held to be sub- 
veisivc at all of law and order or the sanctity 
of government proiwty. 


by persons who can bribe, blackmail or bully 
*^cia1s and ministers has taken place and is 
taking place on a large scale. In many Bihar 
villages, again, it is the common experience of 
villagers that the local big shot or bully finds no 
difficulty in making government or communal 
land his own and then getting his occupancy 
or even ownership regularised through the 
proper channels. When these are the realities 
of the situation, there is surely a world of hypo¬ 
crisy in the self-righteous indignation displayed 
in some quarters over Mr Jagjivan Ram’s 
essentially legitimate prescription. 

♦ * 


What he said amounted, in its totality, to 
a suggestion that landless agricultural labour¬ 
ers may bring under cultivation government 
land w'hich is at present lying barren, raise a 
crop or crops on it and then apply to the autho¬ 
rities concerned for the reguiarisation cf the 
transaction. He has not said that, in such cases, 
the ownership of the land in question should 
pass on to those who have thus occupied and 
cultivated it. What precisely arc the rights of 
occupancy or tenancy which these people may 
be granted is no doubt a matter for the state 
government concerned to consider and decide. 
All that he has said is that where unemployed 
(rural manpower is co-existing with unused but 
(usable land, it is to the advantage of the com¬ 
munity and landless labour for this land to be 
^rought into cultivation for increasing the pro- 
uction of food or c ther essential crops. 


Technically, of course, it could be argued 
hat the permission of the authorities concern- 
[ should be obtained before the land is taken 
for cultivation rather than after, but no 
ne who has any awareness of the nature of 
hvernment machinery would pretend that it 
possible for the poor or under-privileged 
ctions of the community to get the bureau- 
^acy or even the politicians to act pioinptiy 
such matters. In the larger social context it 
ay not be entirely unreasonable for a view to 
I taken that sometimes it is necessary to co''- 
[>nt officialdom with ayb/r accompli. 


|incidental)y, there is a good deal of irony in 
; fuss which is being made over Mr Jagjivan 
n’s remarks when account is taken of the 
|t that the unauthorised occupation and 
Jisation of government or communal lands 
|the villages or forest areas by influential 
uns Or goonda elements in the countryside 
I more or less routintf affairs. I have not 
across ministers of state governments 
a hue and cry about such situations, 
ears that in the Terai region, for instance, 
uthorised occupation of government land 


A few days ago 1 had occasion to ask the 
union Minister for Food and Agriculture 
whether he shared the disappointment which 
some people professed to feel over what they 
considered to be insufficient progress made by 
banks in financing agriculture even after the 
social control of banking had been introduced. 
Mr Jagjivan Ram, 1 am glad to say, an.swcrcd 
me in the negative. He said that he was satisfied 
with the beginning that had been made and 
that he was willing to allow sufficient time for 
the process to gather strength and force. 

Mr Jagjivan Ram emphasized a point which 
some impatient critics of social control or 
interested advocates of nationalisation of bank¬ 
ing would have us ignore. This is a fact that the 
machinery for rural lending has to be built up 
almost from scratch by the cojnmercial banks 
which have hitherto not been engaged to any 
great extent in this field of business. The union 
Minister for Food and Agriculture was also 
realistic enough to concede that care and 
caution were undoubtedly called for in the 
making of loans by banks to agricultural bor¬ 
rowers. According to him, the rural commu¬ 
nity has its own quota of unscrupulous or dis¬ 
honest persons who arc not above playing 
tridks on banks by creating false titles to pro¬ 
perty pledged as security or by resorting to 
other malpractices. In other worcls, apart from 
the legitimate risk element in lending to agri¬ 
culture, there are also other risks which have 
got to be guarded against in financing agri¬ 
culture as in financing other classes of bor¬ 
rowers. 

This prompts me to recall a conversation 
which I had some lime ago with Mr R. N. 
Chettur, the Chairman of the Indian Over¬ 
seas Bank Limited, which has its headquarters 
in Madras. Mr Chettur told me that while his 
bank had taken up the task of training its per¬ 
sonnel specially for minding the cigricultural 
financing operations of the institution, it had 
been found that it would be useful to enlist the 
services of retired officials of the state agricul¬ 


tural department for organising and guiding 
this branch of the bank’s business. 

1 understand that it has been the experience 
of this bank that the retired agricultural offi¬ 
cers it has employed are able to do valuable 
work not only in winning the confidence of the 
rural communities (with whom tliey had been 
moving closely during their service with the 
state agricultural department) but also in help¬ 
ing the bank to assess properly the genuine 
credit needs of would-be borrowers. This apart, 
these officials are wdi equipped to advise those 
who have taken agricultural loans from the 
bank on connected matters, such as the pur¬ 
chase and the use or the application of better 
seeds, improved implements or fertilizers. The 
idea, of course, is to use these officials only to 
direct and guide the bank’s regular staff recruit¬ 
ed and trained according to the bank’s staff 
training programmes. 


I recently had a visitor from the United 
Slates who has been good enough to write to 
me after going back to his country. Since I 
believe that the contents of his letter may be of 
interest to readers of this column, I am repro¬ 
ducing it here : 

“Thank you very much for the enjoyable 
discussion on Thursday morning, June 5, 1969, 
during my visit to New Delhi. 

“I was especially impressed by your expla¬ 
nation of the bcha\iour of the Indian economic 
man. It was reassuring that the economic man 
in India is not very much different from any¬ 
one else. Your discussion of where people 
put their savings was enlightening on the one 
hand but a little depressing on the other. Ap¬ 
parently, the last place people prefer is the 
banking system. Fven Finance Minister Morar- 
ji Desai does not use commercial bank depo¬ 
sits.” 

* * 

The Press Council of India, a few' days ago, 
censured the editor of a Tamil daily and ad¬ 
monished the editor of an English niootlily for 
breaches of journalistic proprieiics or ethics. 
While reporting this, the news agencies and the 
press generally have refrained from identifying 
the periodicals concerned. Such reticence seems 
to be out of place since it defeats the very pur¬ 
pose of the censure or admonition administer¬ 
ed to the erring journalists. In my view* the 
Press Council should insist on such reports 
mentioning by name the newspaper or journal 
as well as the editor or other journalist the 
conduct of which or whom has been the sub¬ 
ject of a reprimand or other action by the 
Council. 


V.B, 
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Trade 

HINDUSTAN ZINC 

MR RAGHUNATU Singh, Chairman, 
Hindustan Zinc Ltd., stated at the annual 
general meeting of the company held recent¬ 
ly that the zinc smelter unit has been design¬ 
ed to produce 18,000 tonnes of electrolytic 
zinc of 99.95 per cent purity. Zinc ore 
required for this plant, he added, is mined 
at Za>\ar mines, nearly 30 miles from the 
smelter. During the manufacture of zinc, 
sulphuric acid to the extent of 90 tonnes a 
day is being recovered as a by-product. 
Similarly, cadmium to the extent of 80 
tonnes a year is recovered in the process of 
purification of electrolyte. Mr Raghunath 
Singh pointed out that single superphos¬ 
phate is being manufactured at the smelter 
to utilise sulphuric acid and the capacity 
of the unit is 80,000 tonnes of superphos¬ 
phate per year. The chairman added, how¬ 
ever, that due to the problem of storage, 
the production of superphosphate had to 
be maintained at 70 per cent of rated capa¬ 
city since October, 1968. A small plant for 
manufacture of zinc sulphate crystals has 
also been added. In this plant the company 
proposes to manufacture 120 tonnes of 
zinc sulphate crystals every year. 

The chairman pointed out that after the 
commissioning of the zinc smelter plant at 
Debari the company started selling zinc 
cathodes, single superphosphate and sulphu¬ 
ric acid. On completion of the zinc furnace 
in the middle of May, 1968, it started 
selling zinc ingots and cadmium also. 
Between January, 1968, and April, 1969, 
it has sold zinc cathodes of the value of 
Rs 26.85 lakhs, zinc ingots worth Rs 434.68 
lakhs, sulphuric acid worth Rs 4.27 lakhs, 
single superphosphate worth Rs 175.14 
lakhs, cadmium metal worth Rs 31.80 
lakhs, silver worth R.s 19.66 lakhs and 
lead worth Rs 98.97 lakhs. In this manner, 
the sale proceeds of the company came to 
around eight crore.s of rupees during the 
period under review. 

Talking about the programme for ex¬ 
pansion, the chairman stated that a sum of 
Rs 7.42 crorcs has been provided in draft 
fourth Plan for the development of Mochia 
mine to produce 2,000 tonnes of ores per 
day to feed the Debari zinc smelter. A 
further provision of Rs 16.52 crores has 
been made for exploration work at Zawar 


Winds 

mines to double the capacity of Debari 
zinc smelter. A rock phosphate captive mine 
near Udaipur is also proposed to be deve¬ 
loped. Mr Raghunath Singh added that the 
company is also collaborating with a Polish 
organisation for drawing up a detailed 
project report for a custom based zinc 
smelter at Visakhapatnam. 

FORWARD TRADING IN SHARES 
The Government of India, by a notifi¬ 
cation issued on June 27, 1969, has ban¬ 
ned, with immediate effect, forward trading 
in shares at all stock exchanges. Existing 
contracts entered into up to the date of 
the notification and remaining to be per¬ 
formed arc, however, permitted by the same 
notification to be liquidated in accordance 
with the rules, byc-laws and regulations 
of the stock exchanges concerned. A press 
note stated that certain unhealthy trends 
have been developing of late in the shares 
and securities business. If they are allowed 
to continue unabated, there is danger to 
the heiilth of the stock market and to the 
investment climate, particularly when 
there is a revival of public investment 
interest in the capital market. 

TRADE PACT WITH SUDAN 
A four-member official delegation led by 
the union Deputy Minister of Foreign 
Trade and Supply, Chowdhary Ram Sewak, 
left recently for Khartoum for trade talks. 
During its stay in the Sudan, the delegation 
is expected to conclude the trade agree¬ 
ment for 1969-70 (July 1969—June 1970). 
The delegation will also explore the pros¬ 
pects for our exports, particularly in the 
non-traditional sector such as engineering 
goods and other products. Suggestions 
from the Sudanese government in regard 
to proposals for promoting joint ventures 
will be examined. Trade between this 
country and the Sudan during April- 
Dccember, 1968, was of the order of Rs 
29 crorcs (both ways). The principal items 
of our exports to the Sudan have been 
tea, cotton piece goods, jute manufactures, 
railway equipment, machinery, etc. Ninety 
per cent of the total imports from the 
Sudan is accounted for by raw cotton. 

INDO-TUNISIAN TRADE 
In a joint communique issued at the 
conclusion of the visit of Mr Habib Bour- 
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guiba (Jr.), Foreign Minister of Tunisia, 
to this country from June 20 to 24, 1969, 
it is stated that possibilities were exj^ored 
to expand trade between this country and 
Tunisia. Both sides expressed their keen 
interest in an increasing exchange of their 
respective goods and products. The two 
sides also examined the possibilities of 
economic and technical co-operation in 
various fields. It was decided that measures 
should be taken in pursuance of the Agree¬ 
ment on Friendship and Technical, Eco¬ 
nomic and Scientific Co-operation con¬ 
cluded between this country and Tunisia in 
1965, to strengthen such co-oporation bet¬ 
ween the two countries. 

CREDIT FOR CEYLON * 

An agreement was signed on June 30, 
between the governments of India and 
Ceylon for a new lino of credit to be pro¬ 
vided by this country to Ceylon for the 
purchase of capital goods. The credit is 
of the order of Rs 5 crores. The 
Ceylon delegation was led by the High 
Commissioner of Ceylon, Mr Siri Pcrcra, 
and included Mr Velauthan of the Min¬ 
istry of Planning and Economic Affairs, 
Government of Ceylon and Mr K. Guna- 
ratnam. Chief Accountant, Central Bank 
of Ceylon. The Indian delegation was led 
by Mr Y. T. Shah, Joint Secretary, Depart¬ 
ment of Economic Affairs, union Ministry 
of Finance. 

WATER COOLERS FOR KUWAIT 
ARCO recently received an export order 
of water coolers worth Rs 20 lakhs from 
Kuwait. This export order was won against 
a global tender. ARCO products were 
first exported to Kuwait about five years 
back and now they have an established 
market there, which is showing every sign 
of expansion. 

SELF REMOVAL PROCEDURE 

A procedure commonly known as self 
removal procedure was introduced last 
year with effect from June 1,1968, enabling 
manufacturers of all excisable commo¬ 
dities, except the fourteen mentioned below, 
to clear for home consumption the excisable 
goods produced by them on pre-payment 
of duty without any physical supervision 
whatsoever by excise authorities either for 
their assessment or f8r their clearance : 
(1) khandsari sugar, (2) unmanufactured 
tobacco (except tobacco in warehouses 
attached to cigarette factories), (3) motor 
spirit, (4) kerosene, (3) refined diesel oils 
and vaporising oil, (6) diesel oil N.O.S., 
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(7) fbmace oil, (S) asphalt, bitumen and 
tar, (9) petroleum products N.O.S, <10) 
paints and varnishes, (11) paper, (12) 
cotton yam, (13) cotton fabrics and (14) 
jute manufactures. The union government 
has decided to extend the above procedure 
to ail excisable goods in the central excise 
tariff, except unmanufactured tobacco with 
effect from August 1, 1969, and necessary 
notification has been issued by the Gov¬ 
ernment of India. The procedure will apply 
also to the six commodities noted below 
OQ which excise duty was levied in the 
1969-70 budget for the first time; (i) prepa¬ 
red or preserved foods ; (/7) fertilisers, all 
sorts; (/ii) power-driven pumps; (/V) do¬ 
mestic electrical appliances not elsewhere 
specified; (v) pilfer-proof caps for packag¬ 
ing; and (w) wool tops. Under this proce¬ 
dure, each assessee will pay duty by making 
debit entries in a personal ledger account, 
which he will maintain himself and in which 
credit entries will also be made on deposit¬ 
ing the necessary an'iount in the govern¬ 
ment treasury in advance. The .second im¬ 
mediate requirement for every assessee 
now coming under the new procedure is 
to file with the central excise officer in- 
chargo of a jurisdictional area, a list of 
goods produced or manufactured in the 
factory for prior approval of the classifi¬ 
cation and rate of duty under the central 
excise tariff read with any notification for 
the time being in force, so that the assessee 
is able to determine his duty liability 
on the excisable goods which he intends 
to remove. 

DESIGN AWARDS FOR HMT 
Four design engineers of the Hindustan 
Machine Tools (HMT) annexed top 
awards in the all-India design competition, 
according to an announcement made 
recently at the second annual session of 
the Design Engineers’ Forum held under 
the auspices of the Institution of Engine¬ 
ers (India). HMT’s tool grinding and 
lapping machine, popularly known as 
‘GT* was awarded the first prize for the 
best design. The second prize went to 
yet another HMT design, namely the elec¬ 
trically-controlled horizontal milling ma¬ 
chine. 

VANASPATI PRICES 
Vanaspati prices have been increased by 
25 paise per kg in all zones with effect 
from June 23, 1969. The revised prices 
have been notified by the government 
under the Vegetable Oil Products Control 
Order, 1947, separate prices* being fixed 


for '"sale by producers, wholesalers and 
retailers. The maximum retail prices of 
vanaspati in the dificrent pack-sizes, and 
when sold loose, exclusive of sales tax and 
other local taxes will be as under : 


Zone 

16.5 

4.0 

2.0 

Loose 


Kg 

Kg 

Kg 

per kg 


(Rs) 

(Rs) 

(Rs) 

(Rs) 

North 

85.42 

22.42 

11.67 

5.18 

South 

84.84 

22.28 

11.60 

5.14 

East 

85.65 

22.48 

11.69 

5.19 

West 

84.90 

22.29 

11.60 

5.15 


SMALL-SCALE INDUSTRIES 

In pursuance of the government's policy 
to liberalise the licensing procedures under 
the Industries (Development and Regu¬ 
lation) Act, 1951, it was announced on 
October 27, 1966, that industrial under¬ 
takings will have the freedom to diversify 
their production by taking up the manu¬ 
facture of new articles, subject to certain 
conditions, without obtaining a licence 
under the Act. One of the conditions speci¬ 
fied was that the diversification should not 
be into any of the 71 industries mentioned 
therein in which the small-scale sector 
was substantially interested. This was done 
mainly with a view to affording protection 
to the small-scale sector. The list of indus¬ 
tries in which the small-scale sector is subs¬ 
tantially interested and into which free 
diversification w'ould not be allowed by the 
licensed or registered industrial under¬ 
takings, has been recently reviewed and the 
revised list of such industries is as follows ; 
absorbent cotton, automobile radiators, 
barbed wire, beam scale, bichromates 
(except for exports), bolts and nuts (except 
high tensile and other special type), con¬ 
duit pipes—metallic, domestic electric ap¬ 
pliances and accessories such as electric 
iron, roasters, beaters, washing machine 
etc. other than vacuum cleaners, indus¬ 
trial washing and dry cleaning machines 
etc, dyea (/) azo dyes (directs and acids), 
and (/i) basic dyes, (a) electrical wiring 
accessories ; (6) electrical light fittings 
Csuch as chokes, starters, reflectors etc.), 
expanded metal, fireworks, formulated 
perfumery compounds, full PVC footwear 
(chappals, sandals and shoes), except for 
export by predominantly export- 
oriented units, glass holloware by semi¬ 
automatic process, gun metal bushes, 
hand numbering machines, hand stapling 
machines, hurricane lanterns, hypodermic 
needles, insecticide dusters and sprayers 
(manual), laundry soap, leather footwear 
(except for exports), machine screws (except 


for socket head and special types), machine 
shop vices, metal clad switches up to 30 
amps, miniature bulbs, (<i) miniature vac- 
cum bulbs, (6) torch bulbs, (c) radio 
panel bulbs, (d) cycle dynamo bulbs, 
(e) decoration bulbs, paints and varnishes 
—dry distempers, red lead, red oxide, 
aluminium paints, bitumen paints to IS 
specification, wagon blocks, graphite paints, 
all paste paints, palm rose oil, paper con¬ 
version products, pine oil (except for com¬ 
posite schemes) plaster boards plastic pro¬ 
cessed products : (/) bottle caps, buttons, 
lamp-shade etc., produced by the com¬ 
pression moulding technique, (/i) plastic 
articles manufactured from plastic sheets, 
rods or tubes by the fabrication technique 
excluding the technique of vacuum form¬ 
ing, (i/7) poiythclenc films (films with a 
thickness of less than 0.10 mm) and pro¬ 
ducts from the films such as bags etc. (ex¬ 
cluding heavy duty and bags multicoloured 
printed film and bags.), (/w) blow-moulded 
containers and otcr similar products manu¬ 
factured by the blow moulding technique 
(except for captive use, PVC containers 
and change over by existing units manu¬ 
facturing metal containes to plastic con¬ 
tainers), (v) spectacle frames from sheets 
by fabrication technique or by iruection 
moulding, (v/) manufacture of polyester 
sheets for buttoas and the processing of 
the sheets so produced to manufacture 
buttons, rivets of all types (including 
bifurcated), rolling shutters, rofing, flo- 
ring and glazed tiles (except plastic and 
ceramic titles of sizes 4'’x4” and above), 
safety matches, steel wool, students' mic¬ 
roscopes. surgical gloves (except plastic) 
telescope aerials (for radio receivers), 
thermometers (up to 150 -C), water meters, 
welded wire mesh, wire brushes and fibre 
brushes, wire products—all wire products 
such as wire nails, hob nails, panel pins, 
horse shoe nails, wood screws. 

NAMES IN THE NEWS 

Mr D. Laengenfelder has taken over as 
Managing Director of Hoechst Pharmaceu¬ 
ticals. Prior to this, Mr Laengenfelder 
worked in the Hoechst organisations in 
Spain, Cuba and Mexico. 

Mr M. S. Pathak has taken over as 
Chairman and Managing Director of Eng¬ 
ineers India Limited, New Delhi, a Govern¬ 
ment of India undertaking of coasulting 
engineers. 

Mr K. Eswaran has been elected Presi¬ 
dent of the Hindustan Chamber of Com¬ 
merce for 1969-70, 
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THE GOLDEN SAGA 

Saga of Scindia: N.G. Jog; Published by l.M. Chokshi, Publicity Officer of the 
Scindia Steam Navigation Company Ltd., Bombay; Price not given. 

Indian Shipping Since Independence: Written and Published by A.H. Maru, Ex-Deputy 
Manager of the Scindia Steam Navigation Company, Ltd., Bombay; Price Rs 20. 

Industrial Economy of a Developing Region : H. M. Mathur; Prakash Publishers, 
Jaipur; Pp. 359; Price Rs. 30. 

Social Responsibilities of Bu.siness--Report of the Study Group of the Calcutta 
Seminar; Oxford and IBH Publishing Co.; Pp. 177; Price Rs 25. 

The Large International Firm In Developing Countries: Edith T. Penrose; George 
Allen and Unwin Ltd; Pp. 311; Price 48 s. net (in UK). 

Surveys of African Economies : International Monetary Fund ; Pp, 365; Price 
$ 5.(X) ($ 2.50 to university libraries, faculty members and students). 

Reviewed by Prof S.S.M. DESAI 


Saj^n of Scindia, Golden Jubilee Volu¬ 
me, is a vivid record of the first fifty years 
of the Scindia Steamship Navigation Com¬ 
pany Ltd., which celebrated its golden ju¬ 
bilee on March 27, 1969. It portrays the 
growth of the company from its humble 
beginning in 1919 to its present prominent 
position in India's shipping industry. It 
is a history of the Scindia company’s 
early struggles against entrenched British 
interests, of the trials and tribulations it 
had to undergo under foreign rule and of 
its Homeric struggle for sheer survival. 
As Sardar Patel rightly put it, there is a 
“parallel between the illuminating history 
of the Scindia company and the annals of 
_the Indian National Congress.” 

The book reminds us of India’s glorious 
maritime heritage and how in the 18th 
century it was deliberately destroyed by 
the British by slow strangulation. It was 
indeed a sordid story. Scindia however 
decided to take up the challenge only due 
to an accident of history. It was a varicst 
chance meeting of Walchand Hirachand 
and one Watson in 1919 in a railway com¬ 
partment which led to the purchase of 
‘‘Loyalty” owned by Maharaja Scindia of 
Gwalior, which later sailed on April 5. 
1919, from Bombay as the first Indian 
passenger ship bound for UK. Appropri¬ 
ately, since 1964, April 5 is celebrated 
annually as India's National Maritime 
Day ! 

Although, the Gwalior Maharaja retained 
DO interest—financial or otherwise— in 


the company, his name somehow came to 
be permanently associated with the com¬ 
pany. Narottam Morajee, the founder 
chairman (1919-29), contributed all that 
was best in him for reviving and building 
up a national shipping industry. Naro- 
ttam’s place in the Scindia company can 
be gauged by the fact that his accidental 
death on November 5, 1929, sent the price 
of Scindia shares down from Rs 14 to 
Rs II! 

The Rate Wars 

The book describes in detail how the 
Scindia company fought the rate wars 
by B.S.N., B.I and P. & O, how the 
first Scindia Haj line ship sailed from 
Calcutta in 1938 in the teeth of opposition 
by the Mogal Line which at once brought 
down its fare from Karachi to Jeddah 
from Rs 172 to Rs 20, how the Scindia 
House was opened in December 1938 
near the headquarters of Mackinnnon 
Mackenzie, agents of P. & O. and B.T. 
with whom Scindia had to wage a furious 
war in the early years for their sheer survival, 
the wartime ordeals which Scindia com¬ 
pany faced with the requisitioning of all 
their ships many of which were destroyed 
by the enemy and how the foundation 
stone of the shipyard was laid in 1941 at 
Visakhapatnam. One is left with the utter 
sense of wonderment at the role played by 
Walchand Hirachand both as founder 
and as chairman between 1929 to 1950. 
Walchand was an ardent patriot and he 
shared Jamsetji Tata’s faith that political 


freedom would be meaningless without 
economic independence and industrial 
self-sufficiency. 

It was truly a red-letter day in the history 
of the Scindia Shipyard when Jawaharlal 
Nehru launched its first ship S.S. “Jala- 
usha” on March 14, 1948. This landing 
represented “a triumph of persistence over 
adversity, of faith over scepticism and of 
hope over despair”. Truly, did Walchand 
Hirachand walk like Colossus on the in¬ 
dustrial scene of India. It is the only 
shipyard between Suez and Hong Kong, 
capable of building modern ocean-going 
ve.sscls, both naval and ipcrcanlile, such as 
India needs urgently and in large numbers. 
There was therefore dismay when the 
Government of India took over the ship¬ 
yard at Visakhapatnam and named it as 
the Hindustan Shipyard Ltd. It was truly 
a noble bequest of Walchand Hirachand to 
the nation! His achievement in founding 
the ship-building yard is as memorable as 
that of Jamsetji Tata in establishing fhe 
Tata Iron and Steel Works. 

Tremendous f^p 

Beginning with a smalK ship of 5,934 
tonnage, the Scindia Beet during just 
fifty years increased to 536,107 d.w.t. 
which is a tremendous leap forward. There 
is another distinction which is shared by 
no other shipping company in the world. 
On their board and on their committee of 
directors is a woman— Sumati Morarjec 
— who does not shine in the reflected glory 
as the daughter-in-law of Narottam but 
has achieved her present position by her 
innate talent and devoted service. 

Much was expected after Independence 
in the field of Indian shipping. But as in 
every other sphere, in the field of shipping, 
also, the purely doctrinaire approach of the 
Government of India comes as an anti¬ 
climax to the reader of this book. Thougli 
India has now crossed the target of two 
million tonnes set in 1947, the fact that it 
attained it a decade too late is hardly 
Battering. More than twenty years after 
Independence, Indian tonnage is barely 
one per cent of the world tonnage (there 
being 16 other cqpntries owning more ton¬ 
nage than India), carrying barely 13 per 
cent of the country’s overseas trade (as 
against the target of 50 per cent) and not 
even 0.2 per cent of the world’s total trade 
despite the country's long sea coast and 
large population. It is calculated that 
fh>m 1956 to 1968 India had to shell out 



iaty 4.1969 

more, than K& 1,200 crores in foreign ex¬ 
change as freight to the USA for shipment 
of food under PL 480. This is literally 
staggering 1 It is pathetic as also tragic 
that there is none in India today in the 
administration with the vision and drive 
of the pioneers like Narottam Morarjec and 
Walchand Hirachand. This augurs ill 
for the future of shipping industry in parti¬ 
cular and for the country in general. 

Saga of Scindia is a brilliantly written 
book and the innumerable anecdotes and 
the entertaining style of N.G. Jog hold the 
attention of the reader from the first page 
to the iast. This book oflers a veritable 
course of education to the public in the field 
of Indian shipping, a field to which Indians 
are generally apathetic. 

Mam’s book Indian Shipping Since 
Independence — covers practically the same 
ground as the Saga of Scindia, because for 
all practical purposes Scindia shipping 
means Indian shipping. Maru also deiils 
:n his book with the problem concerning 
conditions of Indian seamen, ports, ship¬ 
building and national and international 
legislation affecting Indian shipping. There 
arc appreciative references to the founders 
and builders of Indian shipping wherein 
the names of Chidambaram Pillai, Narot¬ 
tam Morarjec, Suniati Morarjec, Walchand 
Hirachand and M. A. Master stand out 
prominently. To include the name of Lai 
Bahadur Shastri in this list appears a little 
odd. 

While the Saga of Scindia is written in a 
journalistic and entertaining style, Maru\s 
style is academic and scholarly. While the 
former with its excellent photographs and 
fine gel-up, is for the general reader, the 
second is essentially for the students of 
Indian shipping and of Indian economic 
problems. There is, however, no doubt 
that the two books together make a valuable 
contribution to the literature of Indian 
shipping. 

BALANCED DEVELOPMENT 

Industrial Economy of a Deveioping 
Region is a comprchcasive study which 
emphasises that economic stability and 
national integration lie in balanced regional 
economic development in such a vast coun¬ 
try as India. Regional geography and 
ecology are important facts and the task 
of planners and nation-builders lies in co¬ 
ordinating the divergent lines of develop¬ 
ment and special interests of different states. 
The necessity of regional development 
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becomes clear when it is noticed that the 
four relatively developed states of Maha¬ 
rashtra. West Bengal, Gidarat and Tamil 
Nadu put together, account for 50 per cent 
of the productive capital employed in indus¬ 
tries and 65 per cent of tlic value added by 
manufacture, as compared to Rajasthan’s 
paltry share of 1.9 per cent and 1.2 per 
cent, respectively. Rajasthan accounts for 
only 3.25 per cent of the total approved 
investment out of Rs 1,943 crores during 
1959-66 as against 7.20 per cent of Madhya 
Pradesh, 10.14 per cent of Tamil Nadu, 
14.53 per cent of West Bengal and 21.46 
per cent of Maharashtra. The discrepan¬ 
cies arc further heightened when it is 
noticed that out of the net financial assis¬ 
tance .sanctioned by the Industrial Finance 
Corporation of India as on June 30, 1966, 
Rajasthan’s share conics to only 3.8 per 
cent as against 6.5 per cent of Gujarat, 
12.4 per cent of West Bengal, 16.1 per 
cent of Tamil Nadu and 17.8 per cent of 
Maharashtra; while the share of Rajas¬ 
than in the linancial assistance rendered by 
the Industrial Credit and Investmciii Corpo¬ 
ration of India as on December 31, 1965, 
works out to 1.3 per cent only, as against 
8.8 per cent of West Bengal. 10.3 per cent 
of Tamil Nadu; 13.3 per cent of Gujarat 
and 36.7 per cent ol Maharashtra. As 
regards central govcrnnient investments 
during the three live-year Plans, Rajas¬ 
than’s share was only 0.86 per cent of the 
total central government investments as 
compared to 12.20 per cent of Bihar, 17.60 
per cent oi West Bengal, 22.10 iw cent of 
Orissa and 25.10 per cent of Bihar, 17.60 
per cent of West Bengal, 22.10 per cent of 
Orissa and 25.10 per cent of Madhya 
Pradesh. It is strange that while talking all 
along of regional development, the planners 
have allowed the abo\c imbalances to 
grow until they have become intolerable 
and arc threatening the \cry unity and 
stability of the country. 

This does not mean that Rajasthan has 
not recorded any industrial progress (in 
absolute terms) since Independence. The 
progrc.ss achieved would be evident Irom 
the fact that whereas haidly 4.36 registered 
factories existed in 1956, their number has 
multiplied more than five-fold and reached 
the figure of 2,379 in 1967. The total 
productive capital investment in indus¬ 
tries increased from Rs 9.28 crores in 1951 
to Rs 56.64 crores in 1964; the number of 
persons employed in industrial activities in 
1951 was only 17,841 whereas 69,204 
persons were so employed in 1964. Dur- 
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ing the same period the net contribution by 
industries to the state Income in the form 
of value added by manufacture increased 
from Rs 178 lakh,s to Rs 1,528 lakhs. 
Many industrial areas have developed and 
at a number of centres, there has been a 
notable spurt of industrial activities which 
has laid the foundations for a more rapid 
expansion in the future, thanks to such 
entrepreneurs as Birla Brothers, Kamani 
and Shri Ram. In spite of the difficulties 
imposed by economic controls and multi¬ 
ple bottlenecks due to unsatisfactory posi¬ 
tion in respect of fuel, imported machinery, 
transport facility and electric power, there 
have conic up very many large-scale indus¬ 
trial establishments working in full swing 
and producing a variety of goods such as 
ball bearing, cement, electrical goods, cot¬ 
ton textile.s, sugar, salt, glass and various 
metal products. Also, Rajasthan has 
always been famous for its handicrafts 
and since Indct-Ksnaence small-scale and 
cottage industries have shown remarkable 
progress. This is evident from the fact 
that in 1966, there were as many as 6,0(X) 
small-.scalc units as against only 16 in 1956 
registered with the directorate of industries 
of the state. 

Striking Developments 

Dr Mathur has explained all these strik¬ 
ing industrial developments in Rajasthan 
in a comprehensive way. This remarkable 
upsurge in the industrial field has been 
brought about by stable political conditions 
in the state after 1956 and the various con¬ 
cessions (.such as power subsidy, cheap 
land, tax concessions and cheap loans) 
which the slate oflered to private industrial¬ 
ists to attract them to Rajasthan. This 
policy has paid very high dividends, and 
Rajasthan which a lew years ago was feu¬ 
dalist ic has been on the road to becoming 
a modern industrial slate. 

And yet with all this development in 
absolute terms, relatively Rajasthan conti¬ 
nues to be backward and is ahead of only 
.lammu and Kashmir among the states in 
Indi.i ! The vast potentialities, especially of 
minerals which abound in Rajasthan, are 
yet to be exploited. Dr Mathur has some 
concrete suggestions to make for its further 
industrial development. According to him 
there is need for increasing the number 
of spindles and looms in each of the 13 
textile mills, A number of new units could 
be established for processing oilseeds. 

He recommends the establishment of sugar 
factories which will encourage cultivation 
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of sugarcane for which there is plenty of 
scope. He recommends the speeding up of 
the v\orks on zinc and copper smelters and 
the establishment of a fertiliser factory as 
also of other mineral-based industries. 
There is also great scope for bone-meal 
plants, tanneries, footw’car and diary pro¬ 
ducts as Rajasthan has the largest number 
of cattle in India. There is great scope for 
units manufacturing agricultural imple¬ 
ments which arc now in great demand. He 
has also given the warning that the state 
government will have to make arrange¬ 
ments to provide more power and water 
and will have to be cautious in introducing 
labour legislation similar to ones enforced 
in states where industries arc much advanc¬ 
ed. Analysis of the public sector under¬ 
takings shows that they have fared miser¬ 
ably and the author therefore recommends 
that ‘‘any prejudices against private enter¬ 
prise will have to be shaken off and all pos¬ 
sible facilities and encouragement will 
have to be given if larger production, 
which is necessary for achieving the object 
of social welfare, is to be ensured.” 

Dr Mathur's is a comprehensive thesis 
(which secured him Ph. D) full of facts and 
figures which the author has handled with 
competence. He has succeeded admirably 
ii\ emphasising the necessity of regional 
development both to ensure rapid economic 
development of the country and to secure 
national integration. He has provided an 
escclicnt model of regional study for others 
to follow. 

ENLIGHTENED SELF-INTERESI 

Social Responsibilities of Business is a 
report of the study group of the Calcutta 
Seminar on Social Responsibilities of Busi¬ 
ness held in March, 1965. 

The day when Mr Morgan, the industrial 
empire-builder of the USA, said *T owe 
nothing to society” is long past and it is a 
happy augury that business in the free 
economies in the modern world is sht)w'ing 
increasing awareness of its responsibilities 
to society. 

In India the norms, standards and con¬ 
duct of the bu.sincss community have come 
under severe public criticism in recent 
Ncars. It is, therefore, in the interest of all 
concerned that the nature of the causes 
leading to such criticism are thoroughly 
enquired into in order to find out the pro¬ 
per steps to be taken with a view to elimi¬ 
nating them. The community’s expecta- 
tforvsi from business, responsibilities of 


business towards the community, proper 
and harmonious co-operation between 
labour, management and capital, the co¬ 
ordination of inter-bu.sincss relationship 
and the mutual rights and obligations 
between the state and business comes 
within the range of this survey. 

The report begins by explaining the 
meaning, n;iture and significance of the 
social responsibilities of business in India 
in modern limes. The concept of social 
re.sponsibility is not properly defined 
though the description gives an idea that 
today to succeed in business it is not enough 
if a businessman makes money and suc¬ 
ceeds in keeping out of jail. The report 
then proceeds to analyse the different 
typc^ of social responsibilities of business, 
namely responsibilities of business to the 
consumers, towards employees, towards the 
owners, shareholders and partners, towards 
other business units and towards the .state. 
The concluding chapter which is by far the 
most important part of the book gi\’cs the 
summary and recommendations. 

Important Rectanmendations 

Some of the important recommendations 
arc ; business must accept responsibility 
to society which extends beyond pure 
business to the lives of (he people and the 
community. Business must play its role 
in the civic affairs ot the community and 
must set up socially desirable standards of 
living. Its primary obligation is to give 
fair and square deal to its customers vvho 
should not be misled by exaggerated adver¬ 
tisements. Business should endeavour to 
develop the spirit of co-operation between 
employers and employees; it should pay 
fair and reasonable remuneration to its 
staff and fair return to capital. It should 
adopt progressive inter-business relation¬ 
ship. Responsibilities of business to the 
state include payment of all taxes, avoid¬ 
ance of buying political support by money 
and patronage and avoidance of activities 
leading to restraint of trade. 

The report recognises various hurdles in 
the way of a business unit fulfilling all its 
above responsibilities. There would be 
political, economic and administrative 
obstacles in the way. Possibly the most 
important obstacle is emotional, such as 
greed for profit, sectarianism and commu¬ 
nal considerations as also of caste and 
language. 

The report has suggested remedies to 
remove sortie of the above hurdles. It 


recommends that bureaucratic control 
should bo minimised and market forces 
should be allowed to assert themselves by 
doing away w ith zonal restrictions, prohibi- 
bitions, permits and licences and various 
unnecessary controls. Political influence 
should be eliminated from trade unions 
and price ffuctuatioas should be minimised 
by the government. Government should 
foster the climate of rapid economic growth 
through sound economic policies which 
should include lighter tax burden and pro¬ 
vision of various incentives and encourage¬ 
ments. The report makes some important 
recommendations regarding new institu¬ 
tions to be set up to enable Indian business 
to play its proper role. It recommends 
establishment of a ministry of economic 
affairs at the centre and special adminis¬ 
trative tribunals and economic courts to 
deal with ‘economic offences*. It recom¬ 
mends formation of better business bureaus 
and fair trade practices associations amon¬ 
gst the business community. It recommends 
a social-economic board to aid and advisor 
government, business, consumers and 
v\orkers and formation of consumer asso¬ 
ciations and consumer councils. It is in 
favour of ‘social audit ' of business units, 
ft recommends the formation of an advisory 
board for business legislation and an inde¬ 
pendent non-political planning body. 

The report has no compulsion behind it 
and claims no sanction behind its survey 
and recommendations. It is an appeal to 
the good sense of all. In short it is a plcii 
for enlightened solf-inlercst or an appeal to 
bring into operation the Gandhian ideal of 
looking on business as a public trust. 

Abundant Platitudes 

The report is a sort of document which 
will make businessmen vaguely aware of 
their various responsibilities to society 
without however giving them any definite 
idea as to what these responsibilities mean 
and how these arc to be fulfilled. The 
report abounds in platitudes and vague 
genera! statements regarding welfare of all 
the co-operating factors in a business. The 
reader often comes across vague statements 
such as “The new dimension for industrial 
peace and the new techniques of manage¬ 
ment demand a multilateral apprpach, 
sociological, economic, political and legal” 
and “The need of the hour is a new socio¬ 
logy, a new economics, a new industrial 
psychology and a new jurisprudence” and 
so on. One is often left wondering whether 
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report is discussing philosophy or busi¬ 
ness. 

While protesting that 'India borrows 
and wears the rejected and womout 
economic, political and legislative clothes 
of the west” (page 57), the report borrows 
heavily from Mr George Goyder’s The 
Responsible Company and recommends 
measures which are mostly being tried in 
the UK and the USA. There is absolutely 
no trace of any original approach in con¬ 
sonance with Indian conditions, culture and 
traditions. No nation ever became a lead¬ 
ing nation by merely borrowing from 
others. While showing some awareness of 
this the report however fails to break new 
ground, and then it fails to note certain 
contradictions in its recommendations. 
While recommending the creation of a more 
than do/en new administrative institutions 
at the central and state levels with dilTerent 
powers and functions, the report at the 
same time recommends that controls and 
restraints should be removed and market 
forces should be allowed to assert themsclv- 
ves. 

And finally, while the interests of all 
sections of a business, namely employers, 
employees, consumers, .shareholders and 
the state, generally coincide in the 
long-run, it is in the short-run that they 
are at variance with each other, giving rise 
to innumerable industrial problems which 
defy solution. There are practically no 
recommendations in the report to resolve 
these short-run conflicts and immediate 
problems before Indian business, and these 
aro^the problems which seem to endanger 
both politic^ stability and future economic 
progress Of the country. 

INTERNATIONAL CARTELS 

The Large International Firm in Develop¬ 
ing Countries is concerned with the eco¬ 
nomics of large industrial firms and also 
with one of the world’s greatest industries 
in which a few large firms are of over¬ 
whelming importance. In 1966 the world’s 
petroleum production exceeded 34 million 
barrels per day and output of petroleum 
has been rising about three times as fast as 
th?population of the world. The US was 
still by far the the single largest petro¬ 
leum-producing country in the world for 
over 100 years and production in the west¬ 
ern hemisphere was surpassed only in 1964 
by that of the eastern hemisphere, the 
Middle East alone accounting for about 
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half of the output of the e^||tem hemisphere^ 
while African output rose at an average of 
41 per cent a year between 1961 and 1966. 

Outside North America and the com¬ 
munist countries tlic greater part of petro¬ 
leum is produced, refined into products 
and marketed by seven western companies 
called the 'international majors*, namely 
Standard Oil Company of New Jersy, 
Royal Dutch/Shell Group, British Petro¬ 
leum Company, Gulf Oil Corporation, 
Texaco, Standard Oil of California and 
Mobil Oil Corporation. 

Most of the crude oil produced enters 
into international trade. Except in the cases 
of North America and the USSR, very 
little petroleum is consumed in the major 
countries producing it. They send most of 
their production to the industrialised w'est- 
ern Europe. 

Major Commodity 

Thus crude oil is a major commodity in 
international trade and yet most of the 
production crossing international frontiers 
is transferred between the affiliates of a 
small group of international firms. It 
follows from this that the way in which 
prices, quantities and the distribution of 
investment and of income originating in 
the industry are determined “bears only 
a faint resemblance to the processes 
traditionally analysed in the theory of inter¬ 
national trade”. Penrose, therefore, rightly 
felt that the economics of the large inter¬ 
national firm is a subject ‘‘worthy of eco¬ 
nomic analysis in its own right.” 

The competitive relationship among the 
oil companies and their policies with res¬ 
pect to supply, prices and investment have 
very important effects on national income 
and balance of payments of developed and 
underdeveloped countries, exporting as 
also importing countries alike. In this 
book the author analyses the economic 
consequences of the organization and ope¬ 
rations of the international firms for the 
economies of only the underdeveloped 
countries of Asia, Africa and Latin 
America. The study makes an attempt to 
analyse the structure of the industry, the 
development of the firms in it and the 
economic influence which both have been 
exerting. The author has examined in 
detail the way in which supply of crude oil 
has been controlled, the significance and 
functions of the prices of crude oil and 
its petroleum products, the relationship 




underdeveloped 
countries haT^HS^oured to sell their oil 
at prices below those of othir energy 
equivalents. The industry is technological¬ 
ly progressive and pays its workers well. 
In addition to the revenues paid directly to 
governments, the companies have spent 
huge amounts in underdeveloped countries 
searching for oil, building refineries, esta¬ 
blishing distribution centres, rendering 
technical aid and improving agriculture 
and w'alcr supply and in numerous other 
ways directly contributing to economic 
development of these backward countries. 


And yet, the industry is in trouble. 
The great oil companies are looked upon 
with suspicion in almost every under¬ 
developed oil-producing country and their 
political relations with producing countries 
are frequently strained, underdeveloped 
countries often going so far as to expro¬ 
priate their properties. 


This situation makes the study of great 
oil companies all the more important and 
significant. And yet unfortunately many 
of the great oil companies have not been 
generous with published information, 
especially financial information and not¬ 
ably information about their affiliates in 
underdeveloped countries. Often the terms 
of agreement arc kept secret and parti¬ 
culars of many operations are not made 
publicly know'n. It is partly for this reason 
that so far no comprehensive general his¬ 
tory of international industry or firms 
has yet been written. Edith Penrose has 
done well 1o write this comprehensive trea¬ 
tise on international oil companies and 
there is no doubt that this study w'ill be of 
great use to the students of industrial and 
international economics and of the eco¬ 
nomics of international petroleum industry. 


LIGHT ON THE DARK CONTINENT 

Surveys of African Economies is the first 
volume in a series by the IMF and is devo¬ 
ted to five equatorial countries of Came¬ 
roon, the Central African Republic, Chad, 
Congo (Brazzaville) and Gabon. Africa 
is in the limelight and students of economics 
are keen to know more and more about the 
developments which are taking place there 
in recent years. The International Mone¬ 
tary Fund is publishing a series of surveys 
of African economies partly because of this 
growing interest of people in Africa. 

Africa is a land of many contrasts—in 
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people, climate, natural resources and 
wealth. In many of the areas of the 
countries mentioned above, the process of 
modern economic growth has just started. 
Large segments of the population still 
live outside the money economy and are 
dependent for their living on subsistence 
fanning. The natural resources of the 
above countries have not yet been fully 
explored and industry with a few excep¬ 
tions is still in the earliest stage of develop¬ 
ment. No wonder governments of these 
countries arc therefore looking to the future 
for a rapid improvement in the standard of 
living ot their people and are trying to take 
necessary steps in that direction. Some 
countries have been adopting far-reaching 
developmental measures and some of them 
have adopted various forms of regional 
economic co-ot>eration. 

Large Membership 

All the African countries vxhich have 
become independent during the last two 
decades have joined the IMF so that 
African mcnibcrs now account for about 
onc-third of the total membership of the 
Fund. Naturally this expansion of Afri¬ 
can membership has brought about a 
rapid increase in the Fund's activities in 
Africa, both in the provision of balance of 
payments financing and technical assis¬ 
tance. The Fund therefore has proposed 
to bring out a series of volumes on its 
African surveys of which this is the first. 

As the five countries mentioned above 
have common economic institutions and 
interests, much of the information about 
them lends itself to a general analysis appli¬ 
cable to all of them- Hence there are 
genera] chapters on money and banking 
and balance of payments in which the data 
for the five countries have been combined 
to show financial movements for the region 
as a whole. There is also a chapter deseri b- 
ing the institutional arrangements relating 
to the Central African customs and econo¬ 
mic union and another on the exchange and 
trade control system, since the systems of 
the above countries arc very much alike. 

These general chapters arc followed by 
chapters on economic surveys of individual 
countries. Each survey is comprehensive 
and gives in a precise way information 
about the general setting of each country, 
geography of the country, details of its 
population, the structure of its economy, 
about monetary and banking institutions in 
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the country, about fbreign trade and 
balance of payments, the structure of 
government finance and about the attempts 
which are being made by the government to 
bring about the economic development of 
the country by means of livc-year plans 
which are adopted by most of them. Each 
suixey gives a clear idea of the economy of 
the country and the reading of the book 
gives a comprehensive idea of the equatorial 
region as a whole and the efforts being 


George F. Ken nan is one of those men 
who shine best in adversity and opposition. 
It is, however, not given lo all lo make a 
steady, even if slow, rise from one level of 
obscurity and disadvantage to another 
level of disagreement, rejection and yet re¬ 
cognition. This is how Kcnnan , however, 
came to carve out for himself a detached, 
independent and unquestionably dis¬ 
tinguished career. 

Born to Presbyterian parents the young 
George grew up in Milwaukee. He was a 
descendant to a straight line of “ pioneer 
farmers.” who were “ rugged and angu¬ 
lar, not always attractive, people,” display¬ 
ing, ” obdurate, tight-lipped independence, 
a reluctance to become involved with other 
people (unless in a church community), 
fighting clear of every form of association 
that might limit ones freedom of indivi¬ 
dual choice.” This certainly gave to Kcn¬ 
nan a sense of detachment. His father was 
the first in the family to have a college edu¬ 
cation. Young George was not denied 
college education. From St. John’s Military 
Academy he came to Princeton University 
in Scptemberl92I. As a student he was shy 
and unsocial. He confesses : “ I was hope¬ 
lessly and crudely Midwe.stem. I had no 
idea how to approach boys from the 
East. I could never find the casual tone. 
My behaviour knew only two moods : 
awakward aloofness and bubbling enthusi¬ 
asm. I was afflicted from the start, fur¬ 
thermore, by a quality that has pursued me 
all my life : namely, of being the slowest 
and last to learn the ropt^ in any compli¬ 
cated organisational structure.** But as 
one goes through the book which Kcnnan 
describes as an ** IflteUectual memoirs ** 
one is presented with a fascinating and 
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made there to bring about the upliftmeht of 
the people of the region. The surveys are 
full of authentic facts and figures and exipet- 
lently drawn maps which help the reader to 
clearly comprehend the developments which 
are taking place in this strange land. The 
IMF has rendered a great service by bring¬ 
ing out this excellent volume for the benefit 
of the students of economics and adminis¬ 
trators and throwing light on this much- 
neglected region of the world. 


steadily developing story of a highly hu¬ 
mane and perceptive youngman, who 
could cry on reading Fitzgerald and who, 
even in his advancing years, could go back 
to his childhood days and meander in the 
Juneau Park, which he once believed was, 
populated by fairies. He writes : “ It would 
be difficult to find the fairies there today 
1 have no doubt. The automobiles have 
probably done them in, as they have done 
in so many other things in that now blighted 
region of central Milwaukee.** 

Great Influence 

One of the greatest influences in Kennan’s 
life was that of another George Keonan, 
famous for his works on Siberia, a cousin 
of his grand-father with whom, curiously 
enough, the younger Kennan had many 
things in common. He writes : ” Aside 
from having the same name, we were 
as it happened, bom on the same day of 
the year. Doth of us devoted large por¬ 
tions of our adult life to Russia and her 
problems. We were both expelled from 
Russia by the Russian Government of our 
day, at comparable periods of our careers. 
Both of us founded organizations to assist 
refugees from Russian despotism. Both 
wrote and lectured profusely. Both 
played the guitar. Both owned 
and loved particular sailboats of 
similar construction. Both eventually be¬ 
came members of the,^National Bistit^fe 
of Arts and Letters. Both had occasion 
to plead at one time or another for greater 
understanding in America for Japan and 
her geopolitical problems vis-a-vis the Asian 
mainland.** The young George felt that 
in some stsange way he was dratined to 
carry forwaid as best he could, the Wofk 
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of bis dSstttigaished and respected i^ihe- 
sake. 

The study of interoatioiml politics which 
Kennan enjoyed ^ormously at Princeton 
was an additional stimulus for him to com¬ 
pete for the Foreign Service, which was a 
fairly new service having been established 
by the Rogers Act in 1924. He spent the 
first seven months of the ofbcial service in 
1926 at what was then called, the Foreign 
Service School. It was followed by a tem¬ 
porary assignment to the consulate general 
at Geneva. These assignments brought to 
Kennan the vision of a new personality, 
a new role, ** behind which the old intro¬ 
verted one could retire, be relieved of some 
of its helplessness, and even get some mea¬ 
sure of perspective on itself.’* Thereafter, 
he moved to his first permanent post at 
Hamburg. 

Vivid and Indelible 

The memory of these early days of the 
post-World War 1 Europe Kennan des¬ 
cribes as most ** vivid and indelible ” 
ones. One reads here from the excerpts 
drawn from the diaries the young diplo¬ 
mat had so carefully maintained. He 
recalls how he felt touched by the lirst 
communist demonstration. Which he wit¬ 
nessed on a rainy Sunday morning, standing 
before the Dammtor railway station. He 
was moved to tears by seeing “ the ranks of 
shabby pieople with tense, troubled faces ” 
and “ red banners.” In the winter of 1928 
he decided to resign from the Foreign 
Service. The intervention of his former 
chief and teacher at the Foreign Service 
School, however, proved decisive. His 
career was salvaged when the State Depart¬ 
ment registered him as a student of Russian 
at the University of Berlin, and here he 
began to acquire his knowledge of and in¬ 
sight into the Russian character which were 
to serve him so well in his professional life 
later.” He spent the years 1930-31 in the 
Russian Section of the American Legation 
at Riga. Kennan feels intensely nostalgic 
for these two years of his stay in Latvia. 
His particular official job was economic 
reporting. It was also during this time that 
he married a Norwegian girl. His recol¬ 
lections of Latvian life and landscape are 
lovely portiyals, and give an account not 
only of the land %nd the people but of 
the history of those times in sensitive 
prose. 

He writes the Russians had always 
coDsiderod^ the American research bureaiu 


as a unister espionage centle. ”We bad 
no secret agentSt and wanted none. Ex¬ 
perience had convinced us that far more 
could be learned by careful, scholarly 
analysis of information legitimately avail¬ 
able concerning any great nation than by 
the fanciest arrangements of clandestine 
intelligence. That the latter, if skilfully 
conducted, could on occasions usefully 
supplement the former, we would have been 
prepared to concede ; but that they could 
replace it or even rival it in importance, we 
would have firmly denied.” Towards the 
end of his stay in Riga, he had had his 
first brief personal brush with the American 
policy-making process. Kennan had by 
now begun to form independent Judgments. 
Also he was bold enough to let his superiors 
know of his frank and forthright views. 
And it is this posture that he bravely main¬ 
tains throughout his official career. It is 
common knowledge now that his sclf- 
coofidence and frankness, did not go 
well with many Americans including 
F.D.R. himself. 

After the conclusion of the negotia¬ 
tions with Litvinov in Washington, in 
November 1933, before the American 
Embassy had got re-cstablished in the 
USSR, Kennan writes that, “ The 
Soviet leaders in some ways were 
realistic men but endowed with rather 
feverish political imaginations, certainly 
shared the expectation that it would have. 
I myself, at the time, was sceptical. Never, 
neither then nor at any later date did I con¬ 
sider the Soviet Union a fit ally or associate, 
actual or potential, for this country. The 
idea of trying to enlist Soviet strength in a 
cause for which wc were unwilling to de¬ 
velop and mobilize our own seemed to me 
particularly dangerous.” 

A New Era 

It so happened that Kennan was posted 
as a member of Ambassador Bullitt's small 
staff which reopened the American Embassy 
in Moscow in 1933. This commences for 
him a new era of making fresh impressions 
and correcting his earlier conclusions. He 
was an observer at Stalin’s famous purge 
trials. He was in Prague when the Germans 
took over Czechoslovakia. When Hitler 
declared war on the United States, 
Kennan was in Berlin and was interned 
for six months. He was Harriman’s right 
hand man in Moscow from 1944 to 
1946 during the strenuous war negotiations 
with the Kremlin. 


Throughout this long exposure ** to the 
agony of Europe”, Kennan industriously 
continued to evolve policies for dealing 
with the Russians and. after the end of 
the war, the Germans. His Russian 
policies he defined in a scries of 
farsighted Position Papers, which were 
sent to the State Department which 
simply filed them away without making any 
comment. 

Historical Documents 

In the appendices to this book, one get 
a view of these historical documents. It is 
a good thing, something that should be 
noted in India, that these records have 
since been released officially. That Ken- 
nan was sincere and serious in his job is 
something whch cannot be questioned. Ho 
even evolved a set of ‘ do’s ’ and ‘ don’ts ’ 
for Americans to follow in their dealings 
with the Russians. It is interesting to note 
them here : 

a. Don’t act chummy with them. 

b. Don't assume a community of aims 

with them which does not really 
exist. 

c. Don’t make fatuous gestures of good¬ 

will. 

d. Make no requests of the Russians 

unless wc are prepared to make 
them feci our displeasure in a prac¬ 
tical way in case the request is 
not granted. 

e. Take up matters on a normal level 

an^ insist that Russians take full 
responsibility for their actions on 
that fcvci. 

f. Do not encourage high-level ex¬ 

changes of views with the Russians 
unless the initiative comes at least 
50 per cent from their side. 

g. Do not be afraid to use heavy wea¬ 

pons for what seem to us to be mi¬ 
nor matters. 

h. Do not be afraid of unpleasantness 

and public airing of differences. 

i. Co-ordinate, in accordance with our 

established policies, all activities 
of our government relating to 
Russia and all private American 
activities of this sort which the 
government can influence. 

j. Strengthen and support our represen¬ 

tation in Russia. 

Kennan’s influence on American foreign 
policy became most marked after he wa» 
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recalled to Washington in J946. This was 
the time when Truman was the President 
and Marshall was the Secretary of State. 
It is clear that the two gave him full scope 
and co-operation which was earlier denied 
to him by President Roosevelt. Kennan 
played a formative role in the development 
and application of the Marshall Plan. 
He was later on sent to Japan to help re¬ 
form the US occupational policy. He drew 
up a blue print for the peaceful settlement 
of central Europe—a settlement in which 
he strongly resisted the reiirming of Ger¬ 
many with nuclear weapons. 

A question that Kennan*s critics would 
like to pose is : Was he not basically pre¬ 
judiced and hostile to Russia ? It is not 
easy to answer this question one way or the | 
other. That he was not dogmatic is appa¬ 
rent by the logic and rational analysis with 


Reviewed by B. GANAPATHY SARMA 

Industry has emerged from recession and 
the rate of growth is gathering momentum. 
New industries are sprouting up and old 
units are in the continuous process of 
modernisation, diversification and expan¬ 
sion. Exports have reached an all-time 
record and the products, in fpitc of fierce 
competition, are being sold in the highly 
sophisticated markets of the world. At this 
crucial juncture it is of great importance 
that the fluctuating fortunes of each sector 
of the economy are critically examined and 
the problems presented in their true pers¬ 
pective. The timely appearance of Indus¬ 
trial Expansion, a journal devoted entirely 
to the cause of industrial growth and pro¬ 
motion of exports, is certainly a welcome 
addition to the current literature on 
industry and trade. 

Industrial Expansion, through its co¬ 
lumns, will be spotlighting the hindrances 
which the industries are facing at present 
which when removed will be accelerating 
many fold the pace of industrial growth. 
In its very first issue the journal has includ¬ 
ed many topics of current interest written 
by eminent wTiters. ‘India Is op the Eve 


eastern economist 

which he presented his viewpoints. Why 
nothing could make him change his views, 
even after two decades, of his first confron¬ 
tation with the Russians something for 
which posterity will be a better jud^ ? 

Mr Kennan is no stranger to the students 
of international affairs, particularly, the 
Russian affairs. He has also written 
several other books. But in these mem- 
moirs, perhaps, he is at his best. 

The lucidity with which this long and 
detailed account of the 25 years of a 
man's personal life, which simultaneously 
also becomes an authentic piece of diplo¬ 
matic history for this period has been 
written, certainly makes it a work of 
extreme brilliance. His sensitivity to 
human details and his skill at evoking 
scenes and incidents from his travels in 
many lands arc superb. 


of Export Explosion’ by Homi J. H. 
Taleyarkhan, ‘Statutory Quality Control 
and Pro-shipment Inspection’ by Mr C. N. 
Modawal, industrial Policy in the Fourth 
Plan’ by Mrs Tarkeshwari Slnha, ‘Machine 
Tools Industry’ by Manubhai Shah, and 
‘Effects of Budget on Textile Trade’ by Mr 
Sitaram Jaipuria are some of the notable 
contributions in this maiden issue. Features 
which have great commercial value, such 
as the programme of India’s participation 
in international exhibitions and fairs 
during 1969-70 and a digest of industrial 
news and notices, have also been appended 
to the issue. Considering the authoritative 
information it provides, there is no doubt 
that this journal will be of immense value 
and help to manufacturers, exporters and 
otliers who arc keenly interested in com¬ 
merce and industry. 

FOREIGN COLLABORATIONS 
DIRECTORY 

With the advent of planning in our coun¬ 
try foreign collaborations have taken place 
on a large scale, both in the publip and pri¬ 
vate sectors, between our country and 
various other foreign countries. It is un¬ 
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fortunate that there h no reference material 
available on the subject. In this context the 
Directory of Foreign Collaborations in India 
is a welcome one. It is also topical in the 
context of the recent government policy 
on foreign collaborations and investment. 

The directory deals with more than 100 
technical, legal and financial aspects of 
foreign collaborations. It includes nearly 
3,000 cases of foreign participation by 40 
different countries in the field of financial/ 
technical and managerial services. Nearly 
1,000 schemes involving plan outlay of 
several millions of Indian and foreign 
currency have been discussed in detail with 
particular reference to project cost, sour¬ 
ces of finance and the terms of collabora¬ 
tion agreements. 

The two volumes are complementary to- 
each other. Volume one contains a dis¬ 
cussion on such topics as procedures for 
industrial licensing and policy on foreign 
collaborations, economic surveys and rj- 
iations on collaborations, legal, technical 
and financial aspects of foreign collabora¬ 
tion and foreign collaboration vis-a-vis 
public sector undertakings. The second 
volume contains the reviseef government 
policy on foreign collaborations and invest¬ 
ment, projects with foreign collaborations 
in private sector, statistical information 
and a profile. 

The special supplement enumerates the 
new revised government policy on foreign 
collaborations and investment and deals 
with the functions of the Foreign Invest¬ 
ment Board, collaborationist’s views 
following the announcement of the now 
revised government policy, guidelines for 
setting up joint ventures abroad with Incfian 
collaboration, changes in the schedule 
key and priority industries and merger 
bids in internationally known companies 
abroad and in India. In short, the dire¬ 
ctory tells the tale of co-existence with- 
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out which no economic development is to be of substantial use and interest to the 
possible. business houses, economists, collaborators, 

licence holders, financial institutions and 
This specialized publication will prove others interested in the subject. 
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Company Affairs 


INDIAN COPPKR CORPORATION 

MR H.W.G. Stamper, Chairman of Indiaa 
Copper Corporation Ltd, stated at the 
annual general meeting held recently that, 
during the year ended December 31, 19f)8. 
the company recorded a profit of three 
crotes of rupees before the payment of 
taxation but after providing for deprecia¬ 
tion and development lebatc reserve. He 
added that the liability for taxation is 
around Rs 1.55 crorcs. A dividend of 
8.889 per cent is proposed to be paid. Mr 
Stamper indicated that the government and 
its nominees purchased the bulk of the 
company's copper last year and similar 
arrangements had been made for the 
current year too. Wirebar production in¬ 
creased by 1,088 tonnes. Because of delays 
in procurement of essential spares, the 
contmissioning of nickel sulphate plant was 
delayed. The plant is expected to be in 
regular production by the end of this year. 

The chairman pointed out that indige¬ 
nous plant and machinery required for 
the flash smelter complex has been order¬ 
ed and erection work is in progrc>»s. This 
unit is likely to be commissioned along 
with the sulphuric acid plant in the first 
half of 1971. 

The output of liie refined copper during 
1968 improved in spite of prolonged strike 
at the mines from April 11 to May 7. 
The working of the refinery was quite 
satisfactory. Mr Stamper stated that costs 
continued to rise primarily due to increas¬ 
ed wages and benefits to labour and the 
higher cost of coal, pov\er and other mate¬ 
rials. 

iMKTAl. BOX 

The revival of the economy after a period 
of recession resulted in a lour per cent 
increase in .sales of Metal Box Company 
of India Ltd during the year ended March 
31, 1969. Mr Bhaskar Mitter, chairman 
of the company, stated at the annual general 
meeting held recently that order books 
of the company began to feel the impact 
of buoyant conditions only towards the 
end of the year. He pointed out that imp- 
proved sales of both primary and secon¬ 
dary agricultural products have led to new 


purcha.sing powder in rural ureas where the 
demand for packaged consumer goods is 
still in an embroynic stage. The opportu¬ 
nities for future growth in this field, he 
added, were substantial. 

Mr Mitier stated that there has been a 
significant increase in costs, particularly 
in salaries, wages and related c.xpcnses, 
though the prices of the major raw mate¬ 
rials did not incrcitso. Moreover, the issue 
of debentures added to the expenses. The 
chairman expressed gratification over the 
Bansal Committee’s appreciation of the 
contribution made to development in this 
country by leading package manufacturers 
having research affiliations with interna¬ 
tional organisations. The chairman added 
that Metal Box has continuous access to 
the most up-to-date packaging technology 
in the world. He paid tributes to the services 
received from Metal Box in the UK who 
provided access to development work in 
that country and also in the USA and 
other countries in Europe. 

The company recorded exports at Rs 57 
lakhs during the year and developed new 
markets in Canada and Mauritius. Metal 
Box exports, the chairman pointed out, 
account for 70 per cent of all crow'n corks, 
70 per cent of all tinplate containers and 
100 per cent of flexible tubes exported from 
this country. Ife added that the annual 
value of products exported in Metal Box 
packages during 1968-69 was nearly Rs 14 
crorcs —the value of packages exported in 
this manner being Rs 1..30 crorcs. 

During the year under review a new 
technical development section is being 
established in Bombay to cater for the 
specialised needs of the paper and plastic 
operations. 

TRAVANCORE RAYONS 

The net profit of the Travancore Rayons 
l.td during the year ended December 31, 
1968, before providing for depreciation 
and bonus, was Rs 108.25 lakhs. This could 
be considered quite satisfactory in view of 
the fact that there was a strike extending 
over 28 days and the company faced the 
problem of shortage of raw materials, 
stated Mr M. Ct. Muthiah, chairman of the 


company at the annual general meeting 
held recently. He added that the directors 
have recommended an equity dividend of 
15 per cent taxable, the same as la.st year. 
The impact of the strike was felt to the 
extent that production was nearly li per 
cent short of the 1967 level and sales came 
down to Rs6.19 crorcs against Rs 6.80 
crores in 1968. 

Mr Muthiah pointed out that the com¬ 
pany felt much difficulty in getting its re¬ 
quirements of cotton linters which affected 
cellulose film production. The govern¬ 
ment, he added, has granted import licen¬ 
ces for a quota of buffer stock of pulp. 

The expansion scheme of the company 
was nearly complete and he hoped that the 
fourth cellulose plant would be commis¬ 
sioned in two to thi-ec months. There has 
been some delay in getting import licences 
for doubling the capacity of the pulp plant. 
The expansion of this unit is expected to 
be completed by September or October this 
year. The company, he added, plans to* 
introduce co-polymer coated film in the 
market shortly. Serious thought was being 
given to further expansion of the company's 
activities to include a wider rqnge of pro¬ 
ducts. Talking about exports, Mr Muthiah 
pointed out that apart from export of trayo- 
phane, the company has been able to export 
rayon fabrics and it is setting apart 10 per 
cent of its rayon yarn production for being 
given to the w'eaver-exporters of fabrics. 

MAHINDRA UGINE STEEL 

The year 1968 was the first year of inte¬ 
grated oi'veralions of the Mahindra Ugine 
Steel plant which is entirely manned by 
personnel from this country. Mr Harish 
Mahindra, Chairman, Mahindra Ugine 
Steel Company Ltd, stated at the annual 
general meeting held recently that the 
output of finished products from the plant 
was aflected by the paucity of orders and 
non-availability of matching blooms during 
the first four months of 1968. The total 
output of 13,570 tonnes of rolled bars and 
billets in its working on an integrated basis 
during the eight months was not far short 
of expectations. Installed capacity of the 
unit is 24,000 tonnes. 

Mr Mahindra stat&i that doubts were ex¬ 
pressed regarding the capacity to produce 
steel in the planf s melting shops to inter¬ 
national specifications. Moreover, mis¬ 
conceptions were harboured about the use 
of Perrin, process of steel making in the 
plant. Mr Mahindra stated that the success 
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of the process to produce alloy steel of high 
sophistication was proved by repeat orders 
from the automobile units in the country. 
He added, however, that in order to get 
into the profitability stride the plant has 
to be expanded and diversified. In order to 
achieve an output of 24,000 tonnes of 
finished steel on an integrated and sus' 
tained basis, a few items of machinery by 
way of tsalancing equipment are required. 
This was envisaged even at the implemen¬ 
tation stage, he added. The chairman 
Indicated that applications to the lending 
institutions for long-term loans to buy 
balancing equipment have been made. 
Several alternative propositions are being 
thought of to expand the production capa¬ 
city of the plant from 24,000 to 36,000 
tonnes. Detailed feasibility studies are 
being carried out in regard to these alter¬ 
natives so that the most profitable propo¬ 
sition can be evolved. 

Talking about the problems concerning 
the alloy steel industry as a whole, Mr 
Mahindra indicated that import duty 
on ferro nickel is being levied at a high 
rate of 50 per cent nr/ valorem. This high 
duty has a severe impact because the prices 
of nickel have been spiralling in view of the 
world-wide shortage of the commodity. 
The government should, he added, abolish 
duty on all forms of nickel used by alloy 
steel industry because nickel will have to 
be imported for years to come and it will 
take a decade or so to develop this metal 
within the country. He also pleaded that 
import licensing scheme should be 
recast so that imports arc allowed of 
only those types of alloy steel as are 
not available from indigenous sources. 

UNIVERSAL TYRES 

Universal Tyres Ltd will enter the capi¬ 
tal market on July 7 with an issue of Rs 45 
lakhs for public subscription. The issue will 
close on July 19, or earlier at the discretion 
of the directors but not before July II. 
The company has an authorised capital 
of Rs 6 crores. The present issue is for 
Rs 69.94 lakhs out of which the directors 
have reserved for themselves, their friends 
and promoters 249,393 equity shares of 
Rs 10 each valued at Rs 29.94 lakhs. As 
many as 330,000 equity shares of Rs 10 
each and 12,000 redeemable preference 
shares of Rs 100 each are now ofl'ered for 
public subscription. The entire issue 
offered for public subscription has been 
underwritten. 

The company originally intended to set 
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up a project for the manufacture of auto¬ 
mobile tyres and tubes and with this intent 
it entered into a technical collaboration 
agreement with Samperit Osterreichisch- 
Amerikanische Gummiwerke Aktiengesll- 
chaft of Vienna IV, Austria, The terms of 
the aforesaid agreement were duly approv¬ 
ed by the Government of India. The .set¬ 
ting up of the above project awaits the grant 
of a new industrial licence by the govern¬ 
ment and the company is negotiating with 
the licensing authority in this respect. The 
company now proposes to install a new 
project for the manufacture of two mil¬ 
lion bicycle tyres and tubes each annually. 
For this purpose the company has already 
obtained an industrial licence. The project 
is expected to go into production by the 
end of 1970. The new project of the com¬ 
pany for the manufacture of bicycle tyres 
and tubes will be set up in the industrial 
area at Naini near Allahabad in the state 
of Uttar Pradesh. 

ALCOCK ASHDOWN 

The directors of Alcock, Ashdown and 
Co. Ltd have announced the new rights 
issue at the rate of one ordinary share of 
Rs 100 each at par tor every four shares 
held. The company would issue 20,872 
new ordinary shares. This new issue am¬ 
ounts to less than Rs 25 lakhs and there¬ 
fore the company need not go to the Con¬ 
troller of C'apital Issues for its sanction. 

TISCO 

The lata Iron and Steel Co. Ltd has 
disclosed satisfactory results for the 
year ended March 31, 1969. According 
to the preliminary statement of 
financial results released by the 
company the total sales during the year 
1968-69 have amounted to Rs 13,701.99 
lakhs as compared to Rs 13,219.05 
lakhs in the previous year. After making 
higher provisions the company has dis¬ 
closed a net profit of Rs 232.02 lakhs com¬ 
pared to Rs 254.21 lakhs in the previous 
year. The directors have provided Rs 
1,293.64 lakhs for depreciation as against 
Rs 1,211.99 lakhs. Development rebate 
reserve gets Rs 390.00 lakhs as against 
Rs 335.00 lakhs in the previous year. The 
directors have provided Rs 360.00 lakhs 
for taxation. The disposable profit amounts 
to Rs 232.88 lakhs. The directors have 
transferred Rs 232.00 lakhs to general 
reserve. The directors have recommended, 
the payment of dividends for the year 1968- 
69 on the shares as under ; the same as in 
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the previous year : A dividend of Rs 9.00 
a share on first preference shares ; a divi¬ 
dend of Rs 7.50 a share on second prefe¬ 
rence shares ; a dividend of R$ 7.50 a 
share on second preference shares, 
a dividend of Rs 8.60 a share on ordinary 
shares. This will absorb Rs 442.39 lakhs. 
The total distribution of dividends v/ould 
amount to Rs 526.78 lakhs. 

BLUE STAR 

Blue Star Ltd will enter the capital market 
on July 14 with a public issue of Rs 23.50 
lakhs. The issue will close on July 28, or 
earlier at the discretion of the directors, but 
not before July 17. The present issue is made 
up of 200,000 equity shares of Rs tO each 
at par and 3,500 (7.8 per cent) free of 
company tax cumulative preference shares 
of Rs 100 each convertible into equity 
shares. 

TATA on. MILLS 

The Tata Oils Mills Co Ltd has reported 
good results for the year ended March 
31. 1969. The company’s gross profit has 
increased by 41.5 per cent to a record of 
Rs 175.51 lakhs from Rs 123.98 lakhs for 
1967-68. Its sales have increased by 22.3 
per cent to Rs 29.54 crores from Rs 23.33 
crorcs. The directors of the company pro¬ 
pose to maintain the distribution of R.s 
4.25 per share for 1968-69. Last year’s 
distribution included a jubilee dividend of 
50 paisc per share. The new two-for-fivc 
rights shares issued in the beginning of 1968 
rank for full dividend for 1968-69. A 
pro rata distribution of 69 paise was made 
on these shares for 1967-68. The total 
equity dividend distribution will amount 
to Rs 33.36 lakhs against Rs 25.37 lakhs 
in the previous year. The improvement in 
the working is attributed to an all-round 
increase in the demand for the company’s 
products, particularly toilet soaps, washing 
soaps, detergents, toiletries, vanaspati and 
poultry and cattle feeds. The company^ 
production of soaps and detergents in¬ 
creased by about 26 per cent over the year. 
Its exports reached a record of Rs 152 
lakhs during the year. 

The company’s pre-tax profit amounts 
to Rs 122.91 lakhs against Rs 86.68 lakhs 
after providing Rs 52.60 lakhs for depre¬ 
ciation. The provision for taxation is higher 
at Rs 57 lakhs against Rs 37.50 lakhs. The 
tax provision includes a sum of Rs 1.83 
lakhs for sur-tax. After providing Rs 7.65 
lakhs for development rebate reserve the 
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company's net profit amounts to Rs 58.26 
lakhs against Rs 36.68 lakhs, a rise of about 
60 per cent. The directors have transferred 
a sum of Rs 58.30 lakhs to the genera! 
reserve. The surplus of Rs 7,000 is carried 
forward against Rs 11,000 brought in. The 
proposed equity dividend will claim Rs 
33.36 lakhs and the preference dividend 
ol Rs 4.60 lakhs will be paid out of the 
general reserve. 

ESSO STANDARD 

Esso Standard Refining Co. of India 
Ltd has reported encouraging results for 
1968. It has earned a higher pre-tax profit 
of Rs 3.08 crorcs againsJt Rs 2.62 crores 
although its net sales were maintained 
around Rs 33.8 crores. The pre-tax profit 
has been arrived at after providing Rs 
72.37 lakhs for depreciation. The com¬ 
pany’s net profit amounts to Rs 112.52 
lakhs against Rs 112.10 lakhs, after provid¬ 
ing Rs 153.23 lakhs for taxation and Rs 
41.84 lakhs for development rebate reserve. 
After making adjustments, a surplus of Rs 
106.91 lakhs has been transferred to the 
general reserve. The directors state in their 
annual report that in spite of several ope¬ 
rational problems the company ran 2.548 
million tonnes of crude in 1968 against 
2.522 million tonnes in 1967. In 1969, 
crude runs are expected to increase margi¬ 
nally due to anticipated additional allo¬ 
cation of crude nccesssary to meet the 
feed-stock requirement of Lube India Ltd, 
after its plant starts towards the close of 
the year. Supply of Ankleshwar crude has 
been cut off since May J968 a.s the govern¬ 
ment-owned Koyali Refinery processes all 
the crude which is currently available from 
Ankleshwar. 

COIMBATORE PIONEER MILLS 
The directors’ report of the Coimbatore 
Pioneer Mills, Coimbatore, for the year 
ended December 31, 1968, stales that the 
gross sales for the year were Rs 278 lakhs 
ugaiast Rs 252 lakhs in 1967. The gross 
profit in the accounts was R.s 18.06 lakhs 
out of which the following amounts had 
been provided. Bonus to employees for the 
>car ended June 30, 1968, was Rs 1.5J 
lakhs, depreciation Rs 10.43 lakhs, deve¬ 
lopment rebate Rs 2.99 lakhs and manag- 
.ing agents* remuneration Rs 54,574. After 
providing for these amounts the balance 
■of the profits available was Rs 2.39 lakhs 
to which the addition of carry-forward 
profit of Rs 8,810 would give a total distri¬ 
butable amount of Rs 2.48 lakhs. The direc¬ 
tors have recommended the following 


appropriations : provision for taxes Rs 
90,782, dividends on cumulative preference 
shares at 8.45 per cent Rs 8.450 and divi¬ 
dends on equity shares subject to tax at 5 
per cent Rs 1.48 lakhs. 

COMPANY REGISTRATIONS 
Out of a total of 279 non-government 
companies which were registered during 
the quarter October-December. 1968, no 
company proposed management by mana¬ 
ging agent at the time of incorporation. The 
largest number of companies, namely 
no, proposed management by boards of 
directors and another 100 proposed mangc- 
menr by managing directors. As many as 
69 companies made no proposal about 
the form of management. The authorised 
capital of the 279 companies aggregated to 
Rs 16.42 crores. In the preceding quarter 
July to September, 1968, 257 companies 
with an aggregate capital of Rs 23.19 
crores were registered. Of the 279 com¬ 
panies registered in the period October to 
December, 1968, 14 were public limited 
companies and the remaining 265 private 
limited companies. In addition to the 279 
companies limited by shares, three com¬ 
panies limited by guarantee were also 
registered mostly as associations not lor 
profit. Region-wise, Maharashtra, West 
Bengal, Delhi and Kerala accounted for the 
bulk of the company registrations during 
the quarter. Out of 279 companies regis¬ 
tered during the quarter, as many as 99 
companies were registered in the size 
group of Rs 1 lakh and below Rs 5 lakhs. 
One giant sized non-government company 
with an authorised capital exceeding Rs 
1 crore was registered. 

LICENCES AND LETTERS OF 
INTENT 

The following licences and letters of 
intent were issued under the Industries 
(Development and Regulation) Act, 1951, 
during the two weeks ended January 11, 
1969. The list contains the names and 
addresses of the licensees, articles of manu¬ 
facture, types of licences—New Under¬ 
taking (NU); New Article (NA); Substan¬ 
tial Expansion (SE); Carry on Business 
(COB); Shifting—and annual installed 
capacity. 

WEEK ENDED JAN. 4, 1969 

LICENCED ISSUED 
Non-ferroii.s 

M/s Power Cables (P) Ltd; 24-Brelvi 
Sayed Abdulla Road, P.B. No. 1522, Bom¬ 
bay-]. (Baroda, Oujarat>-^Aluminjum 
rods suitable for further manufacture of 
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ACSR/AAC 3060 teas (metric) p.a. on th^ 
basis of maximum plant utilisation (NA). 
Transportation 

M/s Usha Automobiles A Engg. Private 
Limited, 14, Princep Street, Calcutta-!3. 
(Calcutta, West Bengal) —Automobile aiKl 
other engineering metal profiles—[0,26,()0(> 
meters p.a. on multiple shifts., (NA). 
Industrial machinery 

M/s Vasant Industrial A Engineering 
Works, 470-71, Worli Road, Worli, Bom¬ 
bay- J 8. (Bombay-Maharashtrak - Rayon 
spinning machines —20 nos. valued at Rs. 
104 lakhs p.a. (NA); M/s Britannia Engg. 
Co. Ltd. Titagarh, (Titagarh, W. Bengal)— 

1. Breaker and finisher cards! 200 nos. p.a. 

2. Roll formers. 300 nos. p.a. (NA). 

Mis. mechanical and engg. industries 

M/s Plastic Products Ltd. Kamla Tower, 
Kanpur. (Kanpur, UP)—Plastics lamina¬ 
tion (of PVC, polyethelene etc.) plastics 
sheets, films, foils (of PVC. Polyethylene 
etc.) (NA). 

Chemicals * 

United Carbon India Ltd., NKM Inter¬ 
national House, 178, Backbay Reclama¬ 
tion, Bombay-20-BR. (Bombay-Maharash¬ 
tra)—Carbon black (Furnace type) 4250 
tons p.a. (SE). 

Textiles 

M/s Swadeshi Cotton Mills Co. Ltd 
Swadeshi House, Civil Lines, Kanpur-1 
(Maunath Bhanjan, Distt. Azamgarh, U.P.) 
^'Cotton yarn—20,368 spindles (NU); 
M/s Mehra Silk Mills, Nandeshwar, Vara¬ 
nasi Cantr. (Varanasi Cantt. UP)-^rt 
silk fabrics—12 powcriooms. (SE) 
Toilet preparations 

M/s Swastik Oil Mills Ltd, 13, Wittet 
Road, Ballard Estate, Bombay-1. (Amber- 
nath, Maharashtra)— {After change ofloca^ 
tion) 1, Caapeity at Ambarnath, Soap—7,320 
tonnes p.a.; Glycerine—360 tonnes p.a.; 
Hair oil—13.20tonnes per day; Shampoo 
—100 tonnes per month; Hair creams— 
12,500 lbs. per month; Cream cold astrin¬ 
gent and face—5,000 lbs. per month; 
Powder face and talcum—7,500 lbs. per 
month; Lipstick—4,000 lbs. per month; 
Brilliantine eyelash and others—2,000 lbs, 
per month; Double boiled linseed oil— 

75 tonnes p.a. II. Capacity at Wadala 
Soap—3,600 tonnes; Glycerine—360 ton¬ 
nes; Double boiled linseed oil—75 tonnes; 
(Partial shifting). 

LETTERS OF INTENT 

Ferrous 

M/s Ahmedabad Advance Mills Ltd., 
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Bombay Housd^ Bruoe Street, Fort, Bom¬ 
bay. (Navsari, 0\^rat>r^taiii!eea steals 
—3000; Low alloy steel strips—800; 
Special dctricaL alloys—100; Controlled 
expansion alloys—50; Silicon steels—15,00. 
Total—5,450 (NA). 

Electrical equipment 

M/s N.G.E.F. Ltd, Off. Old Madras 
Road, P.O. Box 384, Bangalore^l. (Mysore) 
—Silicon power diodes—10,000 nos. per 
annum (NA). 

General items 

M/s Braithwaite St, Co. (India) Ltd, 

= Hide Road, Calcutta-43. (Angus, Distt. 
Hooghly, West Bengal)—Container cranes 
and bulk unloaders—8 nos. 4000 tonnes) 
Rs 400 lakhs (NA). 

Medical & surgical appliances 

M/s Siemens India Ltd, 134, A. Dr 
Annie Besant Road, Worli, Bombay-18. 
(Bombay, Maharashtra)—Dental units— 
100 units per annum (NA). 

Chemicals 

M/s South India Research Institute 
(Hyderabad) Private Limited, 1-9-647, 
Vidyanagar, Hyderabad-7. (Saroomagar, 
Andhra Pradesh)—Pantothenic acid, etc. 
calcium salts and pantothenol. 10 tonnes 
p.a. (NU); M/s Industrial Oxygen Com¬ 
pany (P) Ltd., 38(A), Vadgaon Sheri. Off. 
Nagar Road, Poona-14. (Maharashtra)— 
Dimethyl sulphate—500 tonnes per an¬ 
num (NA). 

Dyestuffs 

M/s Amar Dyc-Chem Ltd, Rang Udyan, 
Sitladevi Temple Road, Mahim, Bombay. 
(Mahim, Maharashtra)—Vat dyes—150 
tonnes p.a. (NA). 

Drugs Sl pharmaceuticals 

M/s Delhi Cloth & Geneial Mills Ltd., 
Bara Hindu Rao, P.B. No. 1039, Dolhi-6. 
(Daurala, UP)—(Capacity in tonnes p.a.) 
Phenyl Acetic Acid—160; Phenyl Aceta¬ 
mide—50; Benzyl Alcohol—20; Benzyl 
Acetate—35; Benzyl Benzoate—40; Benzyl 
Chloride—15; Benzal Chloride—5; Benzo- 
Tri-Chloridc—10; Benzaldehydc—20; Ben¬ 
zoic Acid—15; Sodium Benzoate—15; 
Phenyl Ethyl Alcohol—15; Total—400 
(NA); M/s Reckett Sc, Columanof India 
Ltd., 41, Chowringhee Road, CaIuUa-16. 
(West Bengal)—Para-chloro-Mcta-Nylenol 
—50 tonnes per annum. Analgesic tablets— 

60 tonnes per annum. Chocolate laxa¬ 
tives—50 tonnes per annum, (NA). 

Textiles 

M/s Modi Rayon and Silk Mills, P.O. 
Modioagar, Meerut (UP). (Uttar Pradesh) 
^Pure silk fabrics—25 powerlooms ,(SE). 


eastern bcoi^mist 

CHANGE IN names 
dufonnutioD pertains to f^ttcular 
licences only) 

From M/s East Asiatic Co. (India) Pvt. 
Ltd, Madras, (change of ownership) to 
M/s Tata Oil Mills Co. Ltd., Bombay, 

LICENCES revoked OR 
SURRENDERED 

(Information pertains to particular 
licences only) 

M/s Hindustan Lever Ltd—Tin contain¬ 
ers; Shri K. Devdass, (M/s Southern 
Machinery Works Ltd.)—Textile auxiliary 
machinery. 

WEEK ENDED JAN. II, 1969 

LICENCES ISSUED 

Metallurgical industries 
M/s Ferro Alloys Corpn. Ltd, Shreeram 
Bhavan, P.B. No. 9, Tumsar, (Tchsil 
Chiparupali, Distt. Srikakulam, Andhra 
Pradesh)—Low carbon ferro chrome / 
ferro-manganese; Silico chrome; High 
carbon ferro-manganese; Silico manganese; 
High carbon ferro chrome; Ferro silicon— 
56,000 tonnes (NA & SE). 
Telecommunications 

M/s General Electric Co. of India 
Pvt Ltd, Magnet House, Chittarapjan 
Avenue, Calcutta-13. (Calcutta—West 
Bengal)—Loudspeakers—0.1 million nos. 
p.a. (NA). 

Industrial machinery 

M/s Binny’s Engg. Works Ltd, Post Box 
No. 1111, Meenambakkam, Madras-61. 


The need for establishing a fertilizer industry 
as quickly as possible is recognized by all ; but 
it is also necessary that the indus»ry should 
not at the very start be weighted with a heavy 
handicap in the forjn of foreign vested in¬ 
terests in ownership, direction, management 
and financial basis. On every one of the above 
the misgivings of the public seem prima facie 
justified. In the first place—although this is a 
minor point—one would like to know why the 
establishment of a fertilizer industry which, 
on Government's own showing, will not deliver 
the product in less than two to three years from 
now should be within the purview of the Supply 
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(Meenambukkam, Madm}r- Rice miff 
machinery sataka rice mifUng units of Opa¬ 
cities (one tonne, two toxmes, and four 
tonnes per hour). 240 nos. worth R$ 240 
lakhs (NA). 

Chemicals 

M/s Jayshree Chemicals Sc Fertilisers, 
India Exchange, Calcutta—(West Bengal)— 
Synthetic cryolite—300 tonnes p.a. (NA); 
M/s Indian Organic Chemicals Ltd, 28, 
Apollo Street, Fort, Bombay-1 (Khapali, 
Maharashtra)—^Plasticizers—DOP, DBP, 
DMP and DEP) 10,000 tonnes per annum. 
(NA). 

LETTERS OF INTENT 
Telecommunications 

M/s Mulchandani Electrical and Radio 
Industries Ltd., Sukh Sagar, Sandhurst 
Bridge, Hughes Road, Bombay (Bombay- 
Maharashtra)—Record players 40,000 nos. 
per annum on maximum utilisation of the 
plant and equipment (NA). 

Industrial machinery 

M/s Dc Smet (India) Pvt Ltd, Khanna 
Construction House, 44, Maulana Abdul 
GafTar Road, Worli, Bombay-18. WB 
(Thana—Maharashtra)—Complete modern 
type industrial rice mill machinery. (1,2 3, 

4 tonnes capacity approximately) Rs 100 
lakhs p.a. (NA). 

Toilet preparations 

M/s Govt. Soap Factory, P.B. No. 1031, 
Bangalore. (Bangalorc-Mysore)—Synthe¬ 
tic detergents—expansion by 8,800 tonnes 
p.a. (capacity after expansion —10,000 
tonnes p.a.), SE. 


I>epartme*’t. Three departments at least would 
seem to have a better claim to take charge of 
this matter. The Food Department—in so far 
as it is interested in using the manure for the 
“Grow-More-Food’* programme—, the 
Agricultural Department as part of its pro- 
graiume of agricultural development and the 
Industrial Department as the establishment of 
nr* industry in obviously a matter which should 
come under it. Perhaps it may be that H.M.O. 
will be more willing to treat the demands of the 
Supply Department as more urgent for war 
purposes, and this may explain the allocat¬ 
ion. 
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COMPANY MEETINGS ■ ’ - 

THE METAL BOX COMPANY OF INDIA LIMITED 

Chairman, Mr Bhaskar Hitter's Review 

The following is a copy of the Review by the Chairman, Mr Bhaskar Hitter, which 
has already been circulated to the members. 


Gentlemen, 

Much of the scepticism surrounding the economy of our coun¬ 
try was erased by tlio developments of the last year. Nothwiih- 
standing less favourable weather conditions, food grain output 
was of the same magnitude as in 1967/68. The index 
of industrial production rose by 6%, and even in the capital goods 
industry recessionary conditions began to ease. More remark¬ 
able was the break-through in exports resulting not merely in an 
increase of Rs 156 crores, but also in a far larger geographical 
distribution of Indian products. It is significant that all this has 
been achieved while maintaining relative price stability. All 
economic indicators including the rising index of share prices un¬ 
derscore a new spirit of optimism. 

SALES, PRICES AND PROFIT 

2. With this background of an improved economic environ¬ 
ment it is at first sight perhaps paradoxical that your Company’s 
product sales at Rs 25.56 crores registered only an increase of 
4% (2% at constant prices). Some of the reasons for this are of 
transitory relevance; others have more enduring implications. 
Firstly, there was the inevitable time lag between economic re¬ 
covery and the resurgence of demand for packages to which this 
leads. Our order books began to feel the impact of more buoyant 
conditions only towards the end of the year. Secondly, an easier 
supply situation generated much greater competition amongst 
manufacturers of consumer goods, which resulted in pressure to 
reduce costs including that of packaging. Thirdly, improved sales 
of both primary and secondary agricultural products have led to 
an emergence of new purchasing power in rural areas, where the 
demand for and distribution of packaged consumer goods is still 
in an embryonic stage. The opportunities for future growth in 
this field arc recognised and active steps are being taken for these 
to be followed up. Finally there has been a marked stiffening of 
competition amongst package manufacturers which again has 
played its part in the erosion of margins. 

3. Whilst the price of our major raw materials did not mate¬ 
rially increase during the year, there was a substantial increase 
in other costs, particularly salaries, wages and related expenses, 
not compensated by a corresponding increase in activity. The 
Industrial C omponents operation continued to be uneconomic and 
there were expenses arising Irom the issue of debentures. These 
factors resulted in a lower profit than last year notwithstanding 
larger sales. After tax, profits however remain much the same. 

4. There has been a disquieting increase in excise duties on 
finished packages. On Crown Corks, an excise levy amounting to 
50% of the selling price was levied in the J968/69 fiscal budget. 
As a result of a change made in the method of computing excise 


on aluminium extrusions in January 1969, the levy now amounts to 
nearly 25% of our selling price. The latest budget imposed 
a 15 to 20% ad valorem excise duty on R. S. Pilferproof closures. 
The world over the Packaging Industry operates on low margins 
and high turnovers. In India, the need to lower packaging 
costs is more imperative than elsewhere as we suffer already from 
the very high cost of raw materials. While excise is a convenient 
method of indirect taxation, such substantial levies may in the long 
term affect the rate of growth of the consumer goods industries 
concerned, which in turn may reduce the opportunities to low'er 
packing costs through the economies of scale. 

TECHNICAL ASSISTANCE 

5. There is increasing awareness of the crucial role the package 
plays in any marketing strategy. This is underlined not only by 
Government’s decision to accord the Packing Industry priority 
status, but also by the conclusions of the Bansal Committee on 
Export Packaging and the Planning CommLs.sion Sub-Committee on 
Packaging. Particularly gratifying was the Bansal Committee’s ap¬ 
preciation of the contribution made to development in ou^ country 
by leading package manufacturers having Research and Develop. 
ment-Jaffiliations with international organisations. In the words of 
this Committee ‘Tt will be no exaggeration to say that the Indian 
Packaging Industry owes its present level of development to the 
efforts of such leaders”. We hope Government will take cogni¬ 
zance of the view of these Committees that as far as packaging is 
concerned the continuance of Research and Development affilia¬ 
tions at the present time is greatly in the interests of the country. 
This is also important to your Company which must have conti¬ 
nuous access to the most up-to-date packaging technology round 
the world where new products, processes and materials are de¬ 
veloping at an ever increasing pace. Indeed in certain fields in 
which your Company has a direct interest, there arc a number of 
developments which could revolutionise container production. 
It is therefore of paramount importance that we should continue 
our associations which not only keep us abreast of progress in other 
countries but also allow' our own Research and Development 
units to concentrate on the vital areas of adapting such new techni¬ 
ques to our own conditions. This latter consideration is too often 
overlooked and yet it is by far the cheapest way of keeping pace 
with world technological advance. If such work was to be de¬ 
veloped laboriously from the beginning in India, the unnecessary 
cost in terms of time and manpower would in most cases make the 
end product uneconomic, and price such products out of export 
markets. Here I should like to pay tribute to th<f services we have 
received from Metal Box in the United Kingdom. From our 
technical consultancy arrangements with them we derive much 
direct and indirect assistance which provides a powerful stimulus 
to our own Research and Development activities in India. At the 
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same time these arrapgements give us access not only to develop¬ 
ment work in the U.K. but also the U.S. A. and most of the count¬ 
ries of Europe. 

EXPORTS 

6. Exports at Rs. 57 lakhs were 26% higher than in the pre¬ 
vious year. We not only retained our existing markets but de¬ 
veloped new ones in countries like Canada and Mauritius. Metal 
Box exports account for 70% of all Crown Corks, 70% of all 
tinplate containers, and 100% of collapsible tubes and R. S. 
Closures exported from our country. However, more important 
to the national economy and of considerable satisfaction to us, is 
our indirect export performance. The total annual value of pro¬ 
ducts exported in Metal Box packages during 1968/69 is approxi¬ 
mately Rs 14 cforcs; the value of our packages thus indirectly ex¬ 
ported being Rs, 1.3 crores. 

FINANCE 

7. A Rs 3 crores debenture issue was made during the year, 
which has led to a substantial reduction in bunk overdrafts. 
Arrangements have also been concluded with the Industrial Credit 
and Invesment Corporation for foreign exchange loans to cover 
the import of essential plant and equipment. 

OPERATIONAL REPORTS 

8. Factory Sales. The sales of the seven metal container and 
metal closure factories increased by 3.5%. The sales of our 
Patw and Plastic factories rose by 7%, of which our paper opera¬ 
tions registered an impressive J2’*o growth. Thii growth in paper 
iind board conversion would have been higher but for shortage of 
printing capacity and va^^ying quality of board. Steps are being 
taken to augment capacity and efforts arc continuing to obtain 
better quality material from our suppliers. Kosinck had another 
year of impressive growth, sales rising by 25"/,. Regrettably, 
there was no improvement in the fortunes of our Industrial Com¬ 
ponents business to which I have already referred, and a decision 
was taken to close down this operation at the year end. On the 
other hand, the machinery building section of our Engineering 
Operations continued to make steady progress, sales rising by 6% 
and additional items of sophisticated equipment were added to the 
product range. It is our intention to expand our Machinery 
Building activities further, and the factory space previously used 
for Industrial Components manufacture will be utilised increasing¬ 
ly for this expansion. 

9. Raw Materials. Supplies of alt major raw materials for 
Metal & Engineering Or>eration$ were generally adequate but the 
availability of high quality Indian tinplate continues to pose 
problems. Our progress in substituting synthetic lining compound 
for imported cork was retarded by poor quality supplies of this 
material. With the commissioning of Rourkela’s electrolytic line, 
the import of general purpose tinplate has been banned. This 
line will go a long way to assure us of adequate supplies of tinplate 
and should improve quality but teething troubles are currently 
restricting output and the continuation of these could lead to a 
serious dislocation of supplies during 1969/70. 

10. With production from the newly commissioned naphtha 
based plant and imports licensed earlier, polyethylene supply was 
adequate during the year and is likely to remain so in the current 
year, although price trends of this commodity are upward. Good 
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(laxity duplex board continues to be in short sqpply nor is any 
improvement pre.scntly in sight. 

It. DeYelopments. The expansion of our Faridabad Factory 
improved the service we were able to offer to our North Indian 
customers. During the year wc finally perfected a system of 
process resistant decoration on cans for the food processing in¬ 
dustry. In line with our general approach, the system is based on 
raw' materials developed and now available in the country. Wc 
have taken an important step towards the introduction of carton 
systems in India by building at our Technical Development Di¬ 
vision an automat c carton forming/crccling machine. The 
space released by the closure of the Industrial Components Di¬ 
vision will allow the consolidation of the Engineering Services De¬ 
partment at Calcutta No. 2. In addition, a new Technical De¬ 
velopment Section is being established in Bombay to cater for the 
specialised needs of the paper and plastic operations. When 
lully operational, this will enable the Technical Development 
C’cntrc at Calcutta to concentrate entirely on equipment and pro¬ 
cess development for Metal Operations. The new availability 
ot high density polyethylene has opened up several important high 
volume markets for plastic bottles; to cater for this wc arc aug¬ 
menting our bottle blow moulding capacity both at Bombay and 
Calcutta No. 2. Wc have successfully developed, in conjunction 
with our .suppliers, special inks for printing on high density poly- 
ctheylcnc and will be able to provide Indian packers with good 
quality printed high density polyethylene packages for the first 
time. 

BOARD C MANGES 

12. Sir James Lindsay resigned from your Board on his retire¬ 
ment from India, at the end of last year having spent 32 years in 
the Company. His contribution to the development of Metal 
Box has been very considerable. Notwithstanding the long hours 
spent in the Company’s service, he found time to foster the pio- 
fcssional management movement in India. IJc was President of the 
All India Management Association and was connected for many 
years with management institutions in Hyderabad. Calcutta and 
Ahmcdabad. His work wirh the Associated Chambers of 
Commerce and Industry of India of which he was a distinguished 
President in 1965 is well-known. 1 would like to pay tribute to 
his many-sided contributions to the Company and to Industry in 
India, and to wish him every success in the future. I would also 
like to welcome Mr. D. I. Allport, the new’ Managing Director. 

I am certain that his experience ot the latest tcchnique.s of can- 
manufacture and gencrvil management obtained in the U.K. 
and elsewhere in the world, will stand your Company in very 
good stead. 

13. Preparatory to hj'i retirement from India, Mr R. Lawiord 
resigned from the Board. His nine years of service to the Board 
has been of great assistance in the development of the Company. 
Our best wishes go to him for the future. Your Board w^as 
strengthened by the additional appointment of five senior execu¬ 
tives of your Company, Mr T. M. Rama Aiyangar, Mr D. J. 
Algar, Mr P. K. Nanda, Mr P. Pandhi and Mr A. Ray from the 
18th December 1968. 

EMPLOYEE RELATIONS 

14. On the whole the year under review was marked by happy 
relations between the Unions, the Employees and the Manage- 
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ment. Long term agreements were signed in Calcutta, Faridabad, 
Madras and Cochin. The bonus issue was also settled amicably 
throughout the Company. 

15. I would like to take this opportunity to thank all the 
Company's employee^ for their sustained hard work and coopera¬ 
tion throughout the year, 

K>. Training. Your Company maintained its emphasis on 
(raining and a fiumbcr of Company personnel participated in 
courses organised by the Institutes of Management at Ahmedabad 
and Calcutta, the Advanced Management programme organised 
by the AH India Management Association and the courses organised 
by the SlafT College, Hyderabad, and the N.I.T.f.E., Bombay. 
Several of our executives were trained in the factories of Metal 
Box in England. Supervisory training received further impetus, 
with training courses arranged in the Madras and Bombay 
branches on Human Relations and Productivity respectively. 
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Other technical training courses were organised for operators at 
Bombay. 

THE FUTURE 

17. We are entering a new phase in the development of your 
Company. The supply of raw materials is in the main distinctly 
ea.sier, and the demand for the products your Company manu¬ 
factures continues to grow. It would however be misleading to 
forecast anything but a difficult year ahead. In certain areas the 
supply of tinplate could become difficult, and wo must expect 
increasing competitive pressures from direct and indirect sources. 
These factors underline the need for your Company to concentrate 
its activities even more strenuously on all those areas which 
contribute to increased operating and selling efficiency. Much 
is already being done but even greater efforts are called for. 
The management face the challenge of the future with enthusiasm 
and confidence. 

Note: TJt/s docs not purport to he a record of the proceed^ 
int^s of the Annual General Meeting, 
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MAHINDRA UGINE STEEL COMPANY LIMITED 

Statement of the Chairman, Mr. Harish Mahindra 

Following is the statement of the Chairman, Mr. Harish Mahindra, to the Members 
on the occasion of the 6th Annual General Meeting of the Company held in 

Bombay on 27th June 1969 


1. 1 am making a departure from the practice so far followed 
by circulating to you in advance this statement, which together 
with the Balance Sheet and the Annual Report already in your 

hands, will give you an overall picture of the Company’s 
performance during 1968. 

2. At the outset, I would like to make a reference to the dcmi.se 
of Dr. Zakir Husain whose tenure as President was cut short 
abruptly. A man of outstanding erudition, Dr. Zakir Husain had 
that kind of mind which helped him to see national affairs as a 
whole, not shredded into small morsels. His exit at this juncture— 
when the issue of national integration has assumed vast dimensions 
■ - leaves the imtion with the difficult task of finding a successor 
as the apex on the pyramid of our polity. 

3. The turn of the year was characterised by a remarkable 
recovery of the economy from the clutches of recession although 
the rate of growth even now appears to be stagnating at a point 
lower than the eciuilibrium. After an interregnum of nearly three 
years in the planning process, the country is now poised to enter 
the Fourth Plan period with renewed optimism and confidence. 

4. The blue print for the Lourth Plan has generated a sense of 
expectancy amongst all the sectors of the economy. This brings 
mo to the controversy which is currently on the minds of our 
statesmen and which is reflected often in the dogmatic view's ex¬ 
pressed by our national leaders through the Press. I am referring 
to the views expressed by the protagonists of both the sectors 
regarding their respective roles in the economic life of the na¬ 
tion. The ambivalent attitude of the powers that be in regard to 
the private sector continues to inhibit its performance. When 


massive investments in public sector projects were made, the 
planners cherished high hopes of not only removing to a large ex¬ 
tent the imbalance in our Balance of Payments, but also generating 
adequate internal re.sourccs for future investments in the Five 
Year Plans. These expectations are still to fructify and yet there 
is no end to the attempts that are being made to launch large pro¬ 
jects even in the fields where the private .sector could augment 
Government’s efforts to achieve targeted production as envisaged 
in the Plan periods. After all, any expansion in the private sec¬ 
tor need not be necessarily viewed with distrust and suspicion oven 
by die-hard socialists. 7'he recent structural changes in the East 
European countries have demonstrated that, despite their allergy 
towards the private sector, the Communist Governments are 
allowing the private sector to exist or to even expand in certain 
areas of the economy. The point I am trying to make is that this 
particular issue has recently lost its significance and should not 
create an obsession in the minds of our planners. 

5. Let us now turn our thoughts to the affairs of your Com¬ 
pany. The year under review has been the first year of integrated 
operations for your Plant. It is significant that the Plant which is 
entirely manned by Indian personnel did not have to face serious 
teething problems even when we started making our own steel. 
However, the output of finished products from the Plant was 
inhibited by a few constraints such as paucity of orders and non¬ 
availability of matching blooms during the first four months of 
1968. This combined with the fact that the Plant could bo worked 
on an integrated basis for only 8 months instead of 12 months 
affected the operating results of your Company. The total output 
of 13,570 tonnes of rolled bars and billots did not fall far short of 




our exp^tation$ but as mentiooed in the Directors* Report, the 
presence of Carbon Steel in the producNmix tended to reduce the 
average selling price per tonne of finished steel. 1 have explained 
in the ]>ast but I would like to repeat again that the Managenoeni 
has been obliged to accept orders for Carbon Steel not only to 
permit greater utilization of the Plant capacity but also to feed 
the forging, automobile and machine tool industries who have 
been depending on Alloy Steel Plants for their requirements of 
forging quality Carbon Steel. 

6. Actual sales recorded during the first five months of the 
current year reflect a considerable improvement over the per- 
formance during the corresponding period of the previous year in 
terms of the tonnage sold as well as the average realisation per 
tonne of finished product. We have a fairly satisfactory order 
book position and the proportion of Alloy Steel to our total sales 
has been increasing progressively. 


7. There were misgivings in certain quarters about the ability 
of the newly born Alloy Steel industry in India to service the exact¬ 
ing needs of our automobile and engineering industries. Doubts 
were entertained that the new Alloy Steel Plants might not be 
able to produce steel in their own Melting Shops to international 
specifications and standards in multifarious grades to suit si')eciric 
end uses. Misconceptions wore also harboured about our de¬ 
cision to use the Perrin Process of steel making in our Plant. 
The fact that we have been executing repeat orders from the auto¬ 
mobile units in the country ii< well as from the forging and de¬ 
fence-oriented units who ask for most stringent specifications and 
Standards not only demonstrates beyond any doubt the success 
of the Perrin Process but also indicates the degree of sophistication 
incorporated in our Plant and the rigid quality control followed by 
us. It has been mentioned in the Directors’ Report that nearly 
100 different grades of Alloy and Carbon Steel have been pro¬ 
duced in our own furnace in the first 8 months of integrated opera¬ 
tions. The significance of this will be understood by persons who 
are aware of the complexities in making, shaping and treating of 
such large number of grades. By and large, the satisfaction wc 
have been able to give to the autombile, forging and the machine 
tool industries who are our principal consumers gives me the cou¬ 
rage to plan further expansion and diversification of your Plant. 

8. I have mentioned in my previous address to you that in 
order to get into the profitability stride, your Plant must be ex¬ 
panded and diversified so that maximum economies from volume 
production can be obtained. That the expansion of existing 
units rather than establishment of new plants is ultimately bene¬ 
ficial from the country’s point of view, in terms of saving of foreign 
exchange and other resources, has l>ecomc almost a cliche. Sur¬ 
prisingly enough, the authorities sometimes are oblivious of this 
aspect while planning the growth of indigenous industries. Politi¬ 
cal and other extraneous considerations often outweigh the techno- 
cconomic aspects and the obvious advantages of securing a 
higher incremental output per unit of capital deployed through 
expansion of existing units are completely ignored. 

9. I would like to enlarge on what has been mentioned in the 
Directors Report about the Balancing Scheme. In order to 
achieve an output of 24,000 tonnes of finished steel per annum on 
an integrated and^sustained basis, we need a few items of equip¬ 


ment and machinery by way of balancing the capacity of the 
Plant. This is neither expansion nor diversification Ibut is inten¬ 
ded. primarily, to remove bottlenecks in certain areas where there 
is need for additional equipment and machinery. This was en¬ 
visaged oven at the implementation stage and wc had in our appli¬ 
cations to the Lending Institutions for long term loans mentioned 
about our need lor additional finance for the Balancing Scheme. 
1 his is now' being pursued by formal applications to the Lending 
Institutions and I uni happy to state that there are reasonable pros¬ 
pects of the additional loans being sanctioned shortly. 

10. In planning the expansion of the production capacity of 
your Plant from 24,000 to 36.000 tonnes of finished steel per annum, 
several alternative propositions have licen thought of. Mere 
increase in the finished steel output in quantitative terms without 
accompanying diversification of the end products will not be de¬ 
sirable. Detailed feasibility studies arc being carried out in re¬ 
gal d to these alternative? so that the most profitable alternative is 
selected. 

11. High cost of power has been a source ol concern since wc 
commenced integrated operations in last May. At present power 
co.st of our Plant is about three times higher than what it costs to 
Alloy Steel Plants in Norway, Sweden, France etc. The pioposcd 
move on the part of Maharashtra Government to increase 
the power rate by 33“;; for bulk supplies to licensees fills 
my mind with further forebodings. This move will impair 
the competitiveness of our products as, being a pronouncedly 
power-intensive operation, our cost of production is conditioned 
vc/y much by the cost of power. Since wc decided to locate the 
Plant in Maharashtra, the tarifY for high tension power was in;- 
creased by about 20“,'; but the actual increase in demand and ener¬ 
gy charges at our level of consumption amounted to about 36%. 
What motivated us to set up the Plant at Khopoli was the ex¬ 
pectation of a stable ajid cheap power. While wc ha\c notjiing 
to complain about the src:’')ility of power supply, our expectations 
in regard to cheap powci have been completely belied. Con- 
cc.ssional power rales are being offered by various States as induce¬ 
ment to entrepreneurs to set up new industrial undertakings. 
We had expected that Maharashtra Go\eminent would eventually 
announce a concessional rale lor power supply to Alloy Steel 
Plants located in the Stale m recognition of the power-intensive 
character of its operation as well as of the sliategic natuic of the 
industry. It should be realised by the State authorities that any 
further move to increase the power tarift for high tension power 
supply will widen the gap further and this will he detrimental to 
the interests of the units established in this State. Cheap power 
is a basic requisite if electric lurnacc steel production is to be 
stepj^ed up. The tendency all over the world and particularly 
in the U.S.A. is to install large capacity Aic Furnaces, which arc 
gradually replacing the conventional open Hearth Furnaces, it 
cannot bo gainsaid that we should move with the times if the 
industry is not to lag far behind other advanced countries in tech¬ 
nological achievements. Summing up. it is my submission to 
the Government of Maharashtra that concessional tariff for sup¬ 
ply of high-tension power should be so fi.xcd that the Alloy Steel- 
Units in the State do not suffer from an intrinsic disadvantage as 
compared to Alloy Steel Plants located in the States of Mysore, 
Bihar etc. 

J2. There arc certain specific problems concerning the Alloy 
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Steel Industry as a whole on which urgent Government decisions 
arc necessary, (^ne of these relates to the continuing inequity 
regarding excise duly. Through the Finance Hill of 1969, Gov- 
vernincnt have exempted the levy of exise duty on ingots made in 
electric furnaces out of melting scrap, inasmuch as ir has already 
home the element of excise duty in the form of prime steel. This 
exemption removes only paitially the inequity resulting from 
double payment of excise duty, in that bars made out of such 
ingots continues tt> attract excise duty at Rs. 50 per tonne. I 
would request the Finance Ministiy and other authorities to re¬ 
view this issue once moic and icmovc the anomaly, 

J3. Out of the various types ol Feiro Allo\s required by the 
Alloy Steel Industry, nickel will have to be imported for years to 
come. I'Ncn if deposits (»1 nickel ore aie eventually located it 
will take a decade or so to develop the commercial exploitation 
and processing of this oic. While the import duty on nickel and 
nickel oxide sinter is 27 ad valorem, import duty on ferro 
nickel continues to he levied at 50'’., ad valoicm. In view' of the 
vvorldvNidc shortage of nickel, the prices of nickel have l^een spiral¬ 
ling and the levy ot such high rate ol duty manifests a snowballing 
cfTect on the landed cost. Since the question of protection is 
not involved. Government should abolish the duty on all forms 
of nickel used by the Alloy Sled Indiislrv. While indigenous 
production of Ferro Mol>bdciuim, Ferro Tungsten, Ferro 
Titanium and Ferro Vanadium is being attempted on a very 
restricted scale by using the Aliimino Thcimitc process, the indi¬ 
genous products arc not suitable for making Alloy Steel owing to 
the presence of high Si. and Al. content. This indicates that even 
for these Ferro Alloys, the Alloy Steel Industry will have to de¬ 
pend on imports till such time as the Ferro Alloy Industry can 
meet the specifications. A reduction in the Import Duty on these 
Ferro Alloys will stimulate the demand for Alloy Steels, the prices 
of which have a direct bearing on the ofltakc. 

14. Shortage of melting scrap ol suitable quality continues to 
be a vexatious problem for the Alloy Steel Industry. There 
has been a gradual increase m the domestic consumpfi<^n of 
melting scrap of different types with the emergence of new' Alloy 
Steel Plants and a spurt in the demand for steel castings. In view 
of the rise in the consumption of scrap within the country, 

1 feel that there is an urgent need for re-orientating the export 
policy of such type.s of scrap as arc normally used by furnace 
owners. For example, No. 1 pressbaled bundles are in short 
supply in view of shortage ol baling and pressing facilities. Since 
this type of scrap has got a ready market from the indigenous fur¬ 
nace owners, Government should carefully reconsider the present 
export policy which presently |>ermits the export of such type of 
scrap. Similarly in case of crushed turnings and borings, I feel 
that Government should allow exports only after the require¬ 
ments of furnace owners are completely satisfied. Tlicrc is of 
course an allurement for export market from the point of view of 
scrap exporters but the interests of the domestic furnace owners 
and the requirements of strategic industries like Alloy Steel should 
not be .sacrificed. 

15. The import licensing policy for Tool, Alloy and Special 
Steels announced by the Government of India in April 1969 is 
an exercise aimed at gradual import substitution. The declara¬ 
tion that import of such types of Tool, Alloy and Special Steels 
as are being produced within the country will not be allowed to be 


imported is the heartening feature of this policy. However, 
there are specific areas where further tightening of imports is 
desirable so that the offtake of Alloy Steel from indigenous Plants 
is maximised without affecting the interest of the consumers. 
One of these areas relates to the continuance of import of Alloy 
Steel against import entitlement licences issued under the Export 
Promotion Scheme. While the need for subsidising the export 
of non-traditional engineering goods which are made out of 
Alloy and Special Steels cannot be over emphasised, I would like 
to plead with the appropriate authorities that they should recast 
the import licensing scheme in such a manner that only those 
types of Alloy Steel as arc not available from the indigenous Plant 
are allowed to be imported under this entitlement licensing scheme. 
Speaking concretely, I suggest that exporters of engineering pro¬ 
ducts using Alloy and Special Steels should draw their require¬ 
ments from the indigenous Plants as far as practicable and the 
loss sustained by them in view of the difference in the price of 
indigenous and imported Alloy Steel should bo compensated by 
alIov\ing them to Import such types and categories of mild and 
alloy steels as are not available within the country in sufficient 
quantities, 

16. It remains for me to conclude my statement by expressing 
my appreciation to the staff and workers for having maintained a 
satisfactory standard of performance. I’hcrc is a sense of partici¬ 
pation and belonging among one and all and 1 trust that this spirit 
will prevail in tire years to come. My thanks are duo to the 
Collaborators - Uginc Kuhlmann - for their assistance in solv¬ 
ing some of the technical problems. The Lending Institutions 
in India and abroad have .shown keen interest in this Project from 
the very inception and their interest and support for our work 
and aspirations is one of our main assets. I am indebted also to 
Dena Bank and United Bank of India for the help they have 
rendered in meeting our working capital requirements. I am 
also grateful to my colleagues on the Board for their counsel and 
advice in steering the affairs of the Company. 


KIRON 






INDIAN COPPER CONrORATION LTD. 

Address Delivered by Mr. H.W.G. Stamper, Chairman of Indian Copper Corporation 
Ltd. at the Annual General Meeting of the Company for the year ended 
3ist December 1968 held on the 25th June 1969. 


The Report and Accounts for the year ended 31st Decem¬ 
ber J968 have been in your hands for some time, and i take this 
opportunity of reviewing the affairs of your Company. 

Accounts 

The accounts show that the profit before charging taxation, 
and after charging depreciation and development rebate reserve 
amounted to Rs. 3,00,71,251. 

The liability for taxation is Rs. 1,55,00,000 or 51.6%. 
After writing back Development Rebate Reserve at Rs. 
6,39,014, adjusting the balance from the previous year of Rs. 
2,172, writing off Rs. 16,71,638 to Miscellaneous Expenditure 
representing the balance of increase in the rupee value of Share 
Capital consequent on devaluation still to be adjusted at 31.12.68, 
providing Rs. 6,14,358 for Reserve for Capita! Expenditure 
and transferring Rs. 3,19,498 to Capital Reserve, being the 
net difference of the amount of an insurance claim in respect of 
plant destroyed by fire and its original cost, the Directors have 
transferred the remaining unappropriated balance of Rs. 
1,26,06,943 to General Reserve. Your Directors recommend 
that a Dividend of 8.889% be paid out of General Reserve. 

Leases 

Discussions with Central Government on the detailed con¬ 
ditions precedent to their recommending renewal of the two 
Sidheswar Leases in the Company’s favour made some progress 
during the year and the respective view-points are now closer. 
These discussions continue. 

The State of Bihar has commenced resumption proceedings 
which include the area adjoining the present Eastern boundary 
of the Mosaboni lease where we are seeking a new lease of 2.25 
sq. miles. This new lease will allow for the extension of our Mosii- 
boni mine in depth from about 30 Level down to 50 Level hori/on. 
Once these resumption proceedings arc concluded it is hoped the 
remaining formalities covering the grant of this new lease will be 
quickly completed. 

Litigation continues in respect of the Company’s Mosaboni 
lease and no progress has been made during the year. 

Royalty 

The State of Bihar has filed three separate claims for additional 
Royalty against the Company and its former Superior Landlord. 

The first claim covers the pcrk)d 1st June 1958—31st December 
1963 and is for Rs. 76,12,290. 

The second claim covers the period 1st January 1964—26th 
October 1964 and is for Rs 16,02,664. 

The third claim covers the period 1951—1963, including that 
of the first claim, and is for Rs. 1,74,64,681. 

All three claims arc being contested in the Courts, and the 
Company is of the opinion that the claims arc oot well founded 
in law. Moreover, these claims do not take into considera¬ 


tion payments already made by the Company to the Superior 
Land-lord in respect of the periods in question on the basis of the 
agreement with him. 

In the circumstances your Company has an unascertainable 
contingent liability for payment of arrears of Royalty. 

Rolling Mill aud Copper Products 

Production of rolled products continued to be restricted du¬ 
ring 1968, sales being limited to industrial consumers. Govern¬ 
ment and it.s nomincss again purchased the bulk of the Com¬ 
pany’s copper. Similar arrangements have been made for the 
current year and prices have been negotiated for the sale of our 
1969 production. 

Electrolytic Refinery 

Wirebar production increased by 1088 tortnes, or just over 
21%. With two years of operational experience behind them/ 
the refinery personnel are now confident of being able to achieve 
the rated capacity of the plant when additional supplies of copper 
from the Flash Smelter become available. 

Nickel Sulphate Plant 

Owing to delays in procurement of essential spares, commis¬ 
sioning was held buck. I am happy to be able to tell you that 
the plant has now been successfully commissioned, and it is 
hoped that with the elimination of normal teething troubles 
inherent in commissioning any new plant, and the acquisition of 
operational experience and confidence, the plant will be in regular 
production by the end of this ycitr. 

Expansion Flan 

Finance—As at 30th April 1969 to meet expenditure incurred 
against the foreign exchange requirements we have drawn amounts 
equivalent to Rs. 72 lakhs. Loan agreements with the I.D.B.I. 
and L.I.C. were signed during the course of the year, and the first 
interim disbursement of Rs. 75 lakhs against the I.D.B.I. loan has 
been arranged. From our own resources an amount of Rs. 181 
lakhs has been spent to meet rupee expenditure incurred. 

Construction—The Nickel Sulphate Plant, as 1 have told you 
earlier, has now been commissioned. The erection of the first 
boiler is now under way, and it is expected to be steaming by the 
end of this year. The first line of the new crushing arrangements 
at the Mine was commissioned in April and the second line should 
be ready next year. The construction of the new concentration 
plant on the South Bank of the river is progressing satisfactorily. 

Orders in connection with the Flash Smelter complex have- 
already been placed for the supply of some of the indigenous 
plant and machinery and the civil, structural and erection work 
is being progressed. The first consignment of imported equip¬ 
ment is now under clearance. Owing to modifications In plant 
design, difficulties in procurement of special boiler plate for the 
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flash furnace and other fabrication delays, the completfoh of this 
plant has now been delayed by some six months. 

Design work by the Contractors of the Sulphuric Acid Plant 
has been completed and they anticipate no difficulty in bringing 
this plant into operation in conjunction with the revised date 
for the Flush Smelter, which it is hoped will now be commissioned 
in the first half of J97I. 

Working Review 

But for a prolonged strike at the Mines from the lllh April 
until 7th May, to which I referred last year, there would have been 
a substantial improvement in the production of fire refined 
copper during 1968. As it was output improved by 465 tonnes. 

The working of the refinery was not affected to the same extent 
by this strike as production was maintained in part by running 
down accumulated stocks of anodes and cathodes. 

Costs continued to rise, principally due to increased wages 
and benefits to labour and the higher cost to coal, power, and 
other materials. 

The total ore reserve position shows some improvement over 
la«t year’s figure, due mainly to the enhancement of the reserves 
at Surda Mine. At Mosaboni Mine the ore reserves were again 
slightly depleted. This is not causing concern as intensive deve- 
l?pmcfil to improve the position is in progress this year. 

Plans, which will involve substantial additional capital ex¬ 
penditure, are being prepared to cope with ventilation and other 
problems that will arise in the next five years as the main mine 
extends in depth. The cost will have to be met from profits re¬ 
tained with the Company each year. 

Since the settlement of the strike to which I have referred 
earlier, relations with the Mines Union have improved. Relations 
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with the Works Union have remained cordial. 

I am pleased to be able to tell you that such disputes which 
have since arisen have been mostly settled across the table; some 
by mutual agreement were referred to conciliation or adjudication. 

Kyanite 

With an increase in sales of 3921 tonnes the results for the 
year can be considered very satisfactory. The internal demand 
for Kyanite continues to be strong. 

Your Company’s programme of geological prospecting was 
pursued vigorously during the year. But the result of these in¬ 
vestigations have not yet produced indications to warrant a 
mining operation to recover “in situ” Kyanite as the scattered 
Kyanite lenses so far explored contain a very small proportion 
of commercial grade stone. 

Our claim for Tax Credit Certificates on# our Kyanite 
exports prior to devaluation is still being pursued in the Calcutta 
High Court. 

Directorate 

As you know. Sir Asoka Roy retired from the Board due to 
ill health on the 31st March this year. I would like to take this 
opportunity to pay a special tribute to Sir Asoka Roy in apprecia¬ 
tion of the valuable guidance and for the wisdom of his advice 
which he has so readily put at the disposal of the Board through 
out the many years during which he has been a member. 

Sir Asoka Roy was first appointed to the Board on its transfer 
to India on the 6lh April 1952, and he rightly shares the credit for 
the Company’s very substantial progress over the last 17 years. 

I am sure you would all join me in wishing him a speedy re- 
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covery ind maiiy more yws of happy and peaceAil retirement. 

Mr. Saclimdra Chaudhuri kIndJy agreed to fill the vacancy 
caused by Sir Asoka’s retirement. 

As special business you will be asked to consider amending 
Article 85 to increase the number of Directors to eight. Under 
the terms of our Loan Agreements, the I.D.B.I., and the I.CI.C.I. 
have the right to nominate a Director to the Board while their 
loan or any part thereof remains unpaid. The increase in the 
number of Directors on the Board makes the necessary provision 


should they wish to exercise their right at any time. The I,D.B.I. 
also desire that the terms of their nominee Directors be uniform 
on all the Boards on which they are represented. To provide for 
this it is necessary to further amend the Article as set out in the 
resolution. 

Staff 

Finally, 1 would like to thank the General Manager and his 
stair for their efforts. 1 am sure you will w ish me to thank them 
for their exertions on your behalf which have led to another 
successful year. 


HINDUSTAN ZINC LIMITED. UDAIPUR 

(A GOVERNMENT OF INDIA UNDERTAKING) 

Chairman's Speech 

* Saving of Rs. 5 Crores in Foreign Exchange 

* HZL Smelter Doubling the Capacity of Zinc—from 18000 tonnes to 36000 tonnes 

* Shortly HZL will meet Half the Requirements of Zinc for the Country 

* Detailed Project Report is being made for Zinc Smelter at Vishakhapatnam 
Based on Imported Concentrate. A Polish Team for this is already in the Country 

Following are the extracts from the speech delivered by Shri Raghunalh Singh, Chairman, at the 25th meeting of the Board of 
Directors held at New Delhi on 5-6-1969. 

Gentlemen, 


I welcome you to the 25th Meeting of the Board of Directors. 

2. The Company was incorporated on 10th January, 1966 
with an authorised capital of Rs. 10 Crores. Since then the com¬ 
pany has issued shares to the President of India or his nominees 
to the extent of Rs 6.17 crores and have taken long term loans 
from The Govt, of India to the extent of Rs 5.62 crores. On full 
production, the company's annual turn over is estimated at Rs 8 
crores. The company will earn or save foreign exchange to the 
extent of Rs 5.5 to 6 crores annually. The total investment on the 
project on hand is estimated at Rs 17 crores. On completion of 
the expansion programme of Zawar Mines, the investment is ex¬ 
pected to fetch a return of over \0% per annum after meeting 
the interest liability on loans and providing for depreciation. 

3. The zinc smelter unit of Hindustan Zinc Limited has been 
designed for producing 18,000 M.T. electrolytic zinc of 99.95% 
purity. Zinc ore required for this plant is mined and bcncficiatcd 
at Z.awar Mines, about 30 miles from the Smelter. In tlic process 
of manufacture of zinc, zinc sulphide is roasted and sulphuric acid 
is recovered as a bye-product. The rated recovery of sulphuric 
acid is 90 tonnes per day. 

Another precious metal separated and recovered in Ihc pro¬ 
cess of Leaching and Purification of the electrolyte is cadmium. 
The annual capacity for production of cadmium is 80 M.T. 

To utilise sulphuric acid, single superphosphate is being manu¬ 


factured at the Smelter, fnstallcd capacity of its production is 
80,000 tonnes per year. 

Owing to limited space for storage of sulphuric acid and in¬ 
herent difficulty in its transportation also during off season in 
storage of bagged superphosphate production at the factory had 
to be steppKjd dow n to its 70 rated efficiency since October, 1968. 

A small plant for manufacture of zinc sulphate crystals has 
recently been added and has been put into trial production. In 
this plant we shall be able to manufacture about 120 M.T. zinc 
sulphate crystals annually. 

4. Govt, of India took over the Mines on 22-10-1965. Since 
then the following works have been done :— 

1. Main shaft sinking and lining with reinforced concrete, 
along with steel furnishing of the shaft have been com¬ 
pleted upto the full depth of 321 metres. 

2. Coastruction of Ihc Steel Hoadgeer nearly completed. 

3. Furnishing of the auxiliary Shaft has been completed, and 
underground Winder was installed and put into com¬ 
mission. This shaft is utilised for going upto 6th level and 
raising the ore. 

4. Construction of Sub-station and new Compressor House 
has been completed and the equipment is in commission. 

5. A new 500 tonnes capacity ball mill unit has boon installed 
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and put into commi.^^ion in December 1967. 

(k Drivages of 5rh and 6th levels from the Main Shaft to the 
ore-body have been completed. Exploratory mining in 
51 h and 6th levels is in progress, 

7. Exploratory minihg and diamond drilling arc in progress 
in Baiaria and Zawar Mala. Drilling work at Baroi has 
also been started. 

U. Work on tins construction of Tidi dam (which will supply 
water for the development of four mining projects in 
Zawar area) is in progress. 

9. Exploratory works (in Mochia, Baiaria & Zawar Mala): — 



65-6(i 

66-67 

67-68 

68-69 

Surface dril¬ 
ling 

681 5 

1,131.7 

1,511 .7 

2,136.7 

(in metres) 
Underground 
drilling (in 
mtrs.) 

684 6 

577.2 

530.9 

1.604.8 

Underground 
development 
(in mtrs.) 

1,662.2 

1,740.6 

1,538.6 

1,771.6 


10. Production of (^re (tonnes) • - 

1965-66 1966-67 1967-68 1968-69 

1.55,(K)3 1,59,379 1,63,755 1.91,604 

11. Pioduciion of concentrates (tonnes):— 

1965-66 196(v67 1967-68 1968-69 

J3,96() 14.790 14,928 15,994 

5. The Lead Smelter is located at Tundoo in the district 
Dhanbad, Bihar. Not only its origin had been very humble, but 
its growth also had been erratic and always suffered from financial 
stringency. As a result it has assumed a shape which, accor¬ 
ding to modern standard, may appear outdated and outmoded. 
But despite this, for some of its inbuilt characteristics, it held out a 
promise of growth and prolitabiiity. During the year under 
review the profitability of the Smelter, like its other sister unit 
suffered the consequences ol low production of concentrate at the 
Mines, but due to its said characteristics resulting from low capi¬ 
tal investment, it could withstand the same and run at economic 
level. It is still running likewise despite the further fall in the 
concentrate output at the Mines. 

The wide capacity of the Smelter to withstand the rough 
weather naturally attracted interest and raised hope. During the 
year under review, therefore, attempts were made to augment its 
supply of ore. The possibilities of treatment of secondaries in the 
Smeller were also explored and currently the production of lead 
from scrape available in the Calcutta market is being investiga¬ 
ted. In the course of such attempts some experimental i-uns were 
undertaken with a very complex ore available from Sikkim Min¬ 
ing Corporation and encouraging results were obtained. Quite 
a good amount of hard lead with high Bismuth and silver content 
has been produced along with some high copper matte. Its fur¬ 
ther refining possibilities will now be investigated in the National 
Chemical Research Laboratory, Karaikudi. We have also treat¬ 
ed some lead bearings slags containing high antimony and have 
produced high antominial lead which could be sold out at a pre¬ 
mium of Rs KXX)/- per M.T. All these valuable experiments and 
explorations have provided reasons for hope that this Smelter 
cannot only be run profitably on primary ore but also on secon¬ 
daries with little renovation and modernisation. And this hope 


has been reinforced further by its proximity to the main Market 
of lead and zinc i.e. Calcutta. 

During the same ycar’this Smelter has provided employment to 
514 workers and staff and has produced 1853 M.T. of lead and 
2781 Kg. of .silver respectively of purity 99.99% and 996 to 998 
fine of a total‘Value of approximately Rs. 70 lakhs. 

Poised as it is on the threshold of promise, this Smelter there¬ 
fore now deserve.s serious attention on its future course of deve¬ 
lopments to the extent of its possibilities. 

6. LABOUR—Prior to takeover of the establishment from 
M.C.l., the wages and other conditions were governed by a num¬ 
ber of agreements entered into with the recognised union i.e, 
Zawar Mines Mazdoor Sangh. The wages of the lowest cate¬ 
gory of workers as on 22-10-65 was about Rs 81/- per month. 
The wages were revised by an award from 1-1-68 and the mini¬ 
mum wages of Rs 143.40 np was fixed for the lowest category of 
workmen. The letive facilities for daily rated monthly paid workers 
were made more liberal. All workmen were allow^ Leave Travel 
Concession once in a year, medical reimbursement to employees 
was also allowed. Both these benefits were not extended for family 
members. The gratuity benefits were extended to Head Office 
employee and Zinc Smelter employees also. 

A new school building and welfare centre have been cons- 
1 meted at Zawar Mines. The w'elfare activities and school are 
run by the State Govt. A few' houses Jiavo also been constructed 
at Zdwar Mines. The company propose to construct a few more < 
quarters at Zawar Mines in the nciir futui'c. 

7. SALES : When the HZL was formed, in the beginning 
sales were limited to the disposal of load and silver produced at the 
Lead Smelter. After the commissioning of the /jnc Smelter 
Plant at Dabari in September, 1967, we w'cre concerned with the 
sale of zinc cathodes, single superphosphate and .sulphuric acid. 
After the completion of the Zinc furnace at the Smelter in the 
middle of May, 1968 we undertook the sale of zinc ingots and 
cadmium also. 

The sales arc looked after by a skeleton organization at the 
Head Office. The sales effected between January, 1968 and 
April, 1969 arc as follows :— 


Name of 

Production 

Sales from 

Money 

Stocks Remarks 

the 

from Jan. 

Jan. *68 to 

value of 

as on 

Product 

68 to April 
1969 

April, 69 

sales Rs. 
in Lakhs 

30-4-69 

1 

2 

3 


5 6 


Zinc ” 13786 MT 895 MT 26.85 5 MT 

cathodes 12886 MT 


Internal 

consumption 


Zinc 

14004 MT 13584 MT 

434.68 

419MT 

Sold 

ingots 

Sulphuric 

16877 MT 2198 MT 

4.27 

401 MT 

Mostly 

acid 

14278 MT 



reqd. 


Internal 

•Our own use in pro¬ 



consumpt¬ 

duction of siipcrphos- 



ion 

phate. 



Single 

73677 MT 60394 MT 

175.14 

13283MT 

All 

superphosphate 



sold. 

Cadmium 

metal 

61 MT 53 MT 

31.80 

** MT 

Sold 

Silver 

3932 Kg 3932 Kg 

19.66 

Nil 

Nil 

Lead 

2290 MT 3299 MT 

98.97 

Nil 

Nil 


Total : Rs. 791.37 Lakhs (or Rs. 8 crorcs) 




EXPORT TO ANY PART OF THE WORLD 
lctDENABANK HELP YOU. 

Contact our Foreign Exchange Department. 
With correspondents throughout the world 
we can assist you in all your Foreign Trade 
problems. 


DENABAffKLTD. 

Regd. Office: Devkaran Na njae Buildingt, 
17, Horniman Circle. Fort, Bombay-I. 

PRAVINCHANOIIA V. CANDHI> ChtflrfiiM 
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At present we have only about 10,000 MT of superphosphate 
in stock which is to be despatched against orders already received. 

For other material we have no stock and we arc committed 
months in advance. At a certain stage last year we had large 
stocks of 7inc and cadmium. The position was brought to the 
notice of the Govt, and strenous efforts were made to have im^ 
ports restricted. The Govt, of India acceded to our request 
by imposing certain restrictions, which resulted in complete sale 
of our products. For silver wc have entered into a long-term 
contract with another Public Sector Undertaking which utilises 
it and sales are assured. Lead sales have been brisk. The sale 
of single superphosphate however has been a great problem so 
far due to heavy imports of foreign fertilizers. Last year our 
single superphosphate could not be sold and we had to carry 
heavy stocks. This year the position is excellent, wc have sold 
all and have booked orders in advance. 

8. As you are aware, we have got before us an ambitious 
programme for implementation during the Fourth Five Year 
Plan. The draft Fourth Plan provides for an expenditure of Rs. 
7.42 crorcs for the development of Mochia mine to produce 2000 
tonnes of ore per day needed to feed the Dcbari Zinc Smelter. 
A further provision of Rs 16.52 crores has been made for pros- 
l^cting and exploration works at Zawar Mines, doubling the 
capacity of the Dcbari Zinc Smelter, raising its capacity from 
18000 tonnes to 36000 tonnes and for the development of new 
zinc to a rated additional production capacity of 2000 tonnes. 
A provision of Rs 0.50 crores has also been made for the deve¬ 
lopment of a rock phosphate captive mine in Maton near Udaipur. 
Wc have already applied for mining lease in the rich zinc belt 
area of Rajpura-Dariba and also for a captive mine for rock 
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phosphate at Maton, We are also collaborating with the Polit^ 
Organization for drawing up a detailed Project Report for a 
Custom based zinc Smelter at Vishakhapatnani. The Planning 
Commission have assured us that they would consider the scheme 
for inclusion m the Fourth Plan after the receipt of the Detailed 
Project Report. Wc have a great future ahead of us and I am 
sure that as an ideal project in the public sector, the Hindustan 
Zinc Ltd. will be able to set an example for others. 

In conclusion T would like to take the opportunity to thank the 
Ministers, including the previous Ministers for the invaluable 
assistance and help given to me. My thanks are also due to the 
officials of the Ministry. I am also grateful for the co-operation 
and devoted work rendered honestly and conscientiously by the 
officers, staff and workers of the various units of the company. 
Above all, I extend to you, gentlemen, my brother Directors, for 
your consideration and help. J am sure that without this help, 
my task will have become very difficult. I W'ould also take the 
opportunity to thank the Chief Minister Rajasthan for his timely 
help on all occasions, without which we could not have solved 
many of our problems as we have done. I hope he will conti¬ 
nue to treat our cases sympathetically and with understanding. 
Thanks are also duo to other departments, of Govt, of India, e.g. 
Geological Survey of India, the C.C.I.E., the DGTD, etc. who 
have been very considerate and helpful in coming to our rescue 
during difficult periods. 

With these few words, gentlemen, I request you now to take« 
up the various matters in the Agenda. 

RaGHIJNATH SlNOH 
Chairman 
Hindustan Zinc Ltd. 

Note : This does not form the proceeding of the meeting. 


RUBY GENERAL INSURANCE COMPANY LIMITED 

Excellent Working Results 


Speech by Shri B. P. Khaitan. Chairman, at the Thirtythird 
Annual General Meeting on 


Gentlemen, 

It gives me great pleasure in welcoming you to the 33rd Annual 
General Meeting of the Company. The Statement of Accounts 
for the year ending 31st December, 1968, has been with you for 
some time and I hope, you have noted with satisfaction that the 
Company has again shown very good results. 

The total net premium of the Company has increased to Rs 
369.95 lacs as compared to Rs 326.55 lacs in the previous year. 
D'ye capital and funds now amount to Rs 323.53 lacs against Rs 
284.29 lacs at the end of the previous year. The working for the 
year has disclosed a profit of Rs 45.57 lacs as against Rs 26.10 
Jacs in the previous year. 

During the year under review a sum of Rs 10 lacs was capitalis¬ 
ed for issuing Bonus Shares in the ratio of 1 to 6, increasing the 
Paid-up Capital from Rs 60 lacs to Rs 70 lacs. Directors have 
decided to further capitalise Rs 10 lacs and issue Bonus Shares 
in the ratio of 1 to 7 on receiving the consent of the Controller 
of Capital Issues. The proposed dividend of Rs 1.25 per share» 
j.c, 12.5% is payable on the increased capital of Rs 70 lacs and 
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would amount to Rs 8.75 lacs as compared to Rs 7.50 lacs in the 
previous year. 

The most important event during the last year was the adop¬ 
tion of Insurance (Amendment) Act 1968, which has become 
effective from Jst June, 1969. The Act aims to introduce measures 
of Social Control over the lasurance Industry and I hope the wide 
powers given to the Controller of Insurance would be used judi¬ 
ciously, so that there is no difficulty for Insurance Companies in 
rendering prompt and efficient service to the insuring public. The 
savings on account of reduction in the Commission rates will be 
passed on to the insuring public as a whole by way of reduction 
in the premium rates. The Agents arc, however, much concerned 
about this reduction in Commission rates, and there is a general 
feeling that Agents catering for small business will find it difficult 
to continue. The reduction in the premium rates will aggravate 
the increasing cost of Management and iuwill be difficult for the 
Insurance Companies to remain within the prescribed limit of 
expenses unless the Government agrees to the Industiy’s sugges¬ 
tion to revise the permissible Expenses Ratio. 

The rapid industrialisation of the country has given a fillip to 
the General Insurance Business but the present complexities of 
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the modem industries heve liKreased the hazejrds of File and 
aJIied risks. The increasitig ciaiins in the Motor Dept., both in 
respect of material damage and Third Party Liabilities, are causing 
concern to the Insurers. I hope the motorists will take ad¬ 
vantage of the recent increase in the No Claim Bonus and will 
make all cfToxts to see that their Policies remain claim-free. In 
the Marine Department, both the Hull and Cargo risks continue 
to be unsatisfactory. Marine Cargo Insurance rates, which 
continue to be mostly non-tariff should be brought under the 
tariff, to avoid unhealthy competition and place this class of 
business on a sound footing. 

There is a growing demand for Insurance Covers of new types 
end for larger amounts. However, the Reinsurance facilities 
•available in India are very inadequate and efforts should be made 
to increase the capacity of the Indian market in this regard. 

The commencement of the 4th Five Year Plan has turned the 
industrial atmosphere from one of recession and pessimism to that 
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of revival and optimism.^ However, for industrial expansion and 
econornic development, political stability and prevalence of abso¬ 
lute law and order is essential. The situation iasome of the States 
is quite disturbing, and if the country is to progress, our leaders, 
whatever may be their political ideologies, have to give this mattn* 
a .serious thought. 

Before concluding. I would like to place on record my sincere 
appreciation and thanks to our patrons, whose continued support 
has enabled your Company to achieve the present position. I 
would also like to sincerely thank our Managing Director, the 
Executives, Staff and the Field-workers and other Representa¬ 
tives in India and abroad for their co-operation and devotion to 
duty which have enabled the Company all these years to achieve 
satisfactory results. 

Thank you. Gentlemen, 

N.B. This docs not purport to bo a record of the proceedings 
of the Annual General Meeting. 
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THE MADRAS ALUMINIUM COMPANY LIMITED 

Race Course, Coimbatore - 18 

The following is the address to members of the Company delivered by Sri R. Venkataswamy Naidu, Partner Managing Agents, at 
the Ninth Annual General Meeting of the Madras Aluminium Company Limited, held at tl^ Registered Office of the Company at 
*Mayalakshmi'\ Race Course, Coimbatore-18 on Friday, the 27th June, 1969 :— ^ 


1 have pleasure in welcoming you all to the 9th Annual General 
Meeting of the Company. At the outset 1 wish to refer with pro¬ 
found sorrow to the demise ^of Dr Zakir Husain, Thiru C. N. 
Annadurai, Thiru A. Oovindaswamy and Sri V. Ramakrishna. 
Dr Zakir Husain after rendering distinguished service in the field 
of education adorned the Presidentship of India with great distinc¬ 
tion. He was a great educationist, philosopher and an embodi¬ 
ment of the highest Indian ideals. 

Thiru C. N. Annadurai with his great gifts as an orator, writer 
and statesman steered the Government of Tamilnadu as the Chief 
Minister for over two years. His contribution to the enrich¬ 
ment of Tamil and the uplift of his countrymen was immense. 
It is indeed a great pity that he died in harness when a lot was 
expected under his stewardship. 

Sri V. Ramakrishna after a very distinguished career as an 
administrator, entered industry and blazed new trails in the indus¬ 
trial field by his contribution to the development of machine 
building industry in India. Ho had been associated with your 
company right from the beginning and his advice was of immense 
value for the successful running of your company. 

As you arc aware, this year marks the centenary of the birth 
of Mahatma Gandhi. I am sure you will Join with me in paying 
our homage to his memory. 

Your Board of Directors* Annual Report, Balance Sheet as on 
31st December, *68 with the profit and loss account for the year 
and the Auditors report have been with you for sometime. You 
would have noted with satisfaction the recommendations of your 
Directors to clear off the arrears of preference dividend and to pay 
the preference dividend and the equity dividend at 8 % for the year 
1968 . This is an event of great significance to your company 


as after patient waiting you have been rewarded with the rca)m- 
mendation of a maiden equity dividend. I am quite confident 
that the company will be able to improve its profitability in the 
years to come. 

You would have noted with satisfaction that the Company’s 
gross receipts and gross profits had gone up during 1968. This 
satisfactory result was achieved because of the expansion of our 
production capacity by 25 %. I am happy that the decision of 
your Board to go ahead with this expansion was a wise move. But 
for this expansion, our results would have been unsatisfactory. 
The year had been one of continuous stresses and strains as the 
economic recession had hit us also. Hence, though our working 
results were better, the gross receipts and gross profits are not 
commensurate with the increased production. This is a very dis¬ 
quieting feature, since in view of the severe economic recession, 
we had to adopt aggressive sales techniques to dispose of our 
production. The economy has shown signs of picking up and I 
expect that the returns for the current year will be better. 

During the previous year, the country had exported over 14,000 
tonnes of aluminium and it is possible to develop a good export 
market for Indian aluminium. There has been a spurt for alu¬ 
minium in the international market and recently the prices have 
also risen sharply ail over the world. It will be worthwhile to 
nurture the export market even at the cost of denying aluminium 
to the indigenous market. Unfortunately, the Government has 
not sanctioned any cash subsidy or import replenishment licence 
for the export of aluminium. This is most unfortunate since 
Indian aluminium cannot effectively compete in the international 
market without such assitance. The Indian producers did no 
doubt export considerable quantities during 1968 incurring losses 
because of the poor offtake in the country. It is not possible for 
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the industry to continue to export, sustaining losses. The inter* 
national companies in the export market have decided advantages 
over the Indian producers. They arc large sized units with low 
electricity tariffs and lower input costs. Hence to strengthen the 
competitive stature of the Indian producers, the Government of 
India should neutralise the higher production costs by sanction¬ 
ing cash benefits and replenishment licences. 

I understand that the Government of India are having second 
thoughts on the future growth rate for aluminium in the country 
because of the slackness that developed during 1968. I feel that 
a note of optimism for aluminium is well founded. The per 
capita consumption of aluminium in India is barely 1/4 Kg. as 
against over 10 Kgs. in the United States of America. Hence 
there is a potentiality for developing aluminium consumption in 
the country. It is up to the Government and the producers to 
take necessary steps to maximise the consumption of aluminium 
in the country. Moreover, it is essential to diversify the consum¬ 
ption pattern. Electrical industry accounts for nearly 60% 
of the total aluminium consumed in the country as against 10 to 
15% in advanced countries where transportation, packaging and 
building industries account for large chunks of total consumption. 
Depcndancc upon one sector of economy for an overwhelming 
part of production is unfortunate. When there is any slackness 
in this sector, it affects the aluminium industry enormously. This 
was brought home to the Governmei|Pand the Industry during 
tlic last two years when the various State Electricity Boards slowed 
down their electricity projects thereby creating a slump in 
demand for aluminium. 

I wish to inform you about some of the difficulties faced by us 
with regard to the availability of some of the raw materials. Re¬ 
cently the price of caustic soda, calcined petroleum coke and 
pitch have gone up thereby increasing our cost of production. 
M/s. Hindustan Steel Limited, a public sector undertaking, have 
increased the price of pitch by over 75%. I informed you last 
year about the commencement of production of Synthetic Cr>'o- 
lite and Aluminium Fluoride in India, though their prices were 
2 to times more than the landed price of the imported chemi¬ 
cals. The Government of India took a decision not to allow any 
imports of those chemicals, though the primary producers brought 
to their attention the desirability of allowing imports of aliuninium 
ffuoride to meet the expected short fall. Unfortunately, our 
words were not heeded and a very critical situation had deve¬ 
loped when the indigenous producers were not able to meet the 
requirements of the industry for aluminium fluoride. Subsequently, 
the Government of India issued import licences for alumi¬ 
nium fluoride. Due to the time-lag between the issuance of the 
import licence and the availability of the material at the factory 
site, some of the aluminium units w'ere on the verge of closure for 
want of aluminium fluoride. The country has also lost some 
production due to this reason. 1 appeal to the Government to 
take the industry into confidence while formulating import trade 
control policies. I am quite sure that I am voicing the opinion of 
other industrialists in the country,when I emphatically state that the 
Indian industrialists are not interested in importing any items 
that are indigenously available because they themselves 
are manufacturers and have to find market for their products 
indigenously. 
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In order to diveriify the pattern of consqtnptipn in the country 
it is essential that the primary aluminium producei^ are allowed 
to establish processing equipment for fabricating oudets. No 
restriction should be placed on the primary aluminium producers 
for their efforts to establish fabrication facilities for the manu¬ 
facture of finished products also. Only this would help in in¬ 
creasing the growth rate of aluminium In the country. 

As you are aware, your company is poised for expanding 
production capacity to 25,000 tonnes and for provision of rolling 
mills and extrusion presses. We have already, increased our 
production capacity for alumina to cater to the needs of 18,00ff 
tonnes of aluminium production. Wc arc taking necessary steps 
to achieve our expansion programme. For our expansion, we 
have advertised for our reqiiirments calling for import substi¬ 
tutions of machinery. I am confident that most of the equip¬ 
ment and machinery can be indigenously procured or manu¬ 
factured thereby reducing the import content to the minimum. 
If all goes well, I expect that your company will be able to complete 
the major part of its expansion programme before the end of 1970. 
Since only a 50,000 tonnes plant is considered economic and viable 
in international parlance, it is absolutely essential that your com¬ 
pany achieves at least its expansion to 25,000 tonnes at the ear¬ 
liest ; otherwise your company may liave to face very stilf comfjp- 
tition from the other producers who are achieving very high pro¬ 
duction. Your company has developed a well-knit programme 
of production, sales and financial control and it will turn out to 
be a much more profitable proposition only after it achieves its 
expansion and fabrication facilities. 

I am glad to state that in the year under review your company 
had smooth and cordial labour relations. The arbitrator gave his 
award in the labour dispute and this was implemented by your 
company. I wish to assure our workers that their interests are 
safe with us and that if they have any demands, they should settle 
them across the table without resorting to any stoppage of work. 
This industry is of such a nature that any stoppage of work even 
for a short p)eriod would damage the plant considerably. The 
workers are fully aware of this position and I think that in this 
context it will be pertinent to point out, that when the whole of 
France was in turmoil last year and the workers in every sphere of 
activity struck work there, the workers in the aluminium smelters 
of M/s. Pachiiiery continued to maintain the electrolytic pots, 
without any stoppage of work. It is also worthwhile to recall 
in this year of Gandhiji’s centenary the teachings of Mahatma 
Gandhi, that he advocated that strikes should not find any place 
in the industrial field. 

Before concluding, I wish to express my thanks to our Col¬ 
laborators for their continued co-operation, to the Industrial 
Development Bank of India and Industrial Finance Corporation 
of India for coming forward to render us finandal assistance and 
to the Board of Directors for their advice. 

I would also request you to join me in paying our tribute to- 
our employees at all levels for their willing co-operation without 
which we could not have achieved such splendid results. 

Note : This does not purport to be a record of the proceedings of 
the Annual General Meeting. 


eastern ECONOMIST 




APROlT/CM/5 



























48 EASTERN ECOiWMiST 

RECORDS AND STATlSt ICS 


World Economy: A Review 


My A \9l» 


WORLD ECONOMIC activity continued to increase and 
reached a new high point in the 10 years 1958-67, but the tempo 
of growth differed between regions and between groupings of coun¬ 
tries, according to figures released in the United Nations Statistic 
cai Yearbook, 1968, 

The Yearbook provides information regarding total production, 
industrial output, trade, population, manpow'cr, energy, transport, 
communications, flow of capital, education and housing. 

An analysis of data shows, for example, that, for the world as 
a vvhole, the total gross domestic product (or comparable indica¬ 
tor) rose 62 per cent in the 1958-67 period. As population 
increased by 18 per cent in the same period, the per capita growth 
was 36 per cent. 

In countries with centrally planned economies, output rose 
by 83 per cent (65 per cent per capita); in developed market-eco¬ 
nomy countries, 55 per cent (39 per cent per capita); and in de¬ 
veloping countries 52 per cent (21 per cent per capita). 

Annual growth rates in gross domestic product for the 1958- 
67 period averaged 4.7 per cent for the developing countries, 
5 per cent for developed countries; and 7 per cent for centrally 
planned economies. 

All-Time Record 

World exports in 1968 reached an all-time record of $ 238,()()0 
million, with an 11 per cent increase over 1967, the greatest annual 
increase in the past 15 years. 7’hc developed market economy 
countries expanded their share from 67 per cent in 1960 to 70 
percent in 1967; the share of developing countries decreased from 
21 per cent to 18 per cent; and the centrally planned economies 
maintained their share at 12 per cent of the world total. 

The other points highlighted in the Yearbook are : 
id) World population reached a total of 3,420 million by 
mid-1967 (516 million higher than the comparable figure for mid- 
1958), with three-quarters of the total in the developing regions; 
ib) In the period 1958-67, per capita food production in Africa rose 
by only one per cent and in the Far East by 3.1 per cent, com¬ 
pared with increases of 6.1 per cent in North America, 15.5 per 
cent in the Soviet Union and eastern Europe, and 18.9 per cent in 
western Europe; (c) Industrial production over the 1958-67 period 
expanded by 86 per cent in the world as a whole; in the market 
economics as a group by 73 per cent (developed countries by 72 
per cent, and developing countries by 85 per cent); and in cen¬ 
trally planned economics by 121 per cent; (d) For the first time, 
crude petroleum in 1967 replaced coal and lignite as the principal 
source of the world’s energy supply. Over the 1958-67 period 
world production of energy increased by 51 per cent. 

The following summary gives some of the statistical data taken 
from the latest issue of the Statistical Yearbook, together with 

♦The term “gross domestic product” refers to a country's 
domestic production of goods and services; in contrast, “gross 
national product” includes also dividends and profits of firms or 
individuals outside the country. 


analytical material provided by the United Nations Statistical 
Office. 

World population was estimated at 3,420 million in mid-1967, 
or 516 million higher than the mid-1958 figure. By regions, Asia 
(excluding the Soviet Union) had the largest population—J,907 
million, of which 720 million persons were ^timated to live in 
mainland China and 511 million in India. Over the period 1958- 
67 world population increased at an annual rate of 1.9 per cent. 
Among regions with rapid population growth were Latin America, 
where the increase was 2.9 per cent a year, South Asia (2.5) and 
Africa (2,4). 

The annual rate of increase for Europe, on the other hand, was 
0.9 per cent. At the same lime, Europe remained the most densely 
populated continent with an average of 92 persons per square 
kilometre. Asia is listed as the second most densely populated 
continent with an average of 69 persons per square kilometre; 
the continent with the lowest density is Oceania with only 2 per¬ 
sons per square kilometre. * 

The distribution of the estimated world population in mid- 
1967 and the annual rates of increase were as follows ; 


Population Annual 

in rate of 

millions increase 

(1960-67) 
(in per cent) 

World 



3,420 

1.9 

Africa 

.. 


328 

2.4 

America 





North 



220 

1.4 

Latin 



259 

2.9 

Asia 





East 



877 

1.4 

South 



1,030 

2.5 

Europe 

.« 

.. 

452 

0.9 

Oceania 

.. 

.. 

18.1 

2.0 

Soviet Union 

•• 

.. 

236 

1.4 


As a yardstick of aggregate economic attivity, the Yearbook 
includes information on the gross domestic product* in market 
economies (the total production of all goods and services) aiid on 
the net material product in countries with centrally planned eco¬ 
nomies (reflecting the cost of production of all goods and those 
services that are directly connected with the value of the goods 
produced). 

Gross domestic product in market economies expanded by 54 
per cent during the 1958*67 period. This expansion was made 
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up of 55 per cent rise in the developed countries (Canada, the 
United States, western Europe, Australia, New Zealand, Japan 
and South AlHca) and a 52 per cent rise in developing countries. 
These increases correspond to average annual growth rates over 
this period of 4.9 per cent fbr the market economies as a whole 
(5.0 per cent for developed countries and 4,7 per cent for deve¬ 
loping countries). 

Within the gross domestic product, industrial activity (mining, 
manufacturing and energy production) increased more rapidly 
during the period than other tnanches of the economy. In deve¬ 
loping countries, industrial activity expanded by 80 per cent com¬ 
pared with 63 per cent for construction and only 30 per cent for 
agriculture. For the developed countries as a whole, industry’s 
share in the gross product increased by 70 per cent; for construc¬ 
tion, the increase was 46 per cent; and for agriculture, 22 per cent. 

Large disparities in gross domestic product increases are re- 
llcctcd by country indicators. For example, China (Taiwan), 
Japan, Israel and Puerto Rico more than doubled their total gross 
domestic product in the 1958-67 period. In contrast, some coun¬ 
tries show a rate of growth barely sufficient to keep pace with 
the popula^on increase. 

The Yearbook also gives estimates for centrally planned econo- 
.rjics on the basis of the net material product concept, reflecting 
the cost of production of all the goods and those services that arc 
directly connected w'ith the value of goods produced. According 
to figures published in the Ycarfyook the USSR and European 
centrally planned economics for the 1958-67 period have increased 
their output by 83 per cent for the region as a whole and per capita 
output by 65 per cent. 

Industrial Production. 

World industrial production,* i.e. output of mining, manu¬ 
facturing, electricity and gas, over the 1958-67 period expandcil 
hy 86 per cent. The market economies as a whole expanded their 
output by 73 per cent, alt developed countries by 72 per cent, 
while all developing countries by 85 per cent. The centrally plan¬ 
ned economies showed a 121 per cent growth in their industrial 
output. 

The table alongside summarises changes in the shares in world 
industrial production. 

Among the major industrial countries the following percentage 
increases were registered in the 1958-67 period: Japan, 245; Soviet 
Union, 121; Italy, 113; Canada, 77; United States. 69; Federal 
Republic of Germany, 56; France, 54; and United Kingdom, 32. 

The gains in labour productivity for the 1958-66 period were 
determined as 65 per cent for the developed countries and as 35 
per cent for the developing countries, taking into consideration 
the increase in the level of employment of 35 per cent in developing 
countries and 18 per cent in developed countries. 

Production and consumption of steel ; World production of crude 
steel in 1967 reached 493 million tons, which was 80 per cent above 
the 1958 level. Europe produced 164 million tons; Africa, 4 
million tons. The largest producer in 1967 was the United States 
with 115 million tons, followed by the USSR (102 million tons), 
by Japan (62 million tons) and Federal Republic of Germany 
(37 million tons). 

The same sequence of countries is show'n for steel consumption 
* With the exception of mainland (2hina, North Korea and North 
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for 1967: the United States (126 million), the USSR (9$ rnUMon), 
Japan (51 million) and Federal Republic of Germany (29 mil¬ 
lion). The per capita consumption of steel continued to show a 
wide gap between industrialized countries and developing coun¬ 
tries, For instance, the indicator for the United States was cal¬ 
culated as 634 kilograms per person; Sweden, 589 kilograms; 
Canada, 446 kilograms; Ghana and Zambia, 6 kilograms each; 
Indonesia and Malawi, 2 kilograms each. 

The world textile industry in 1967-68 consumed il .4 million 
tons of raw cotton, including 1.9 million in the United States, 
1.65 million in the USSR, 1.6 million in mainland China and 
1.2 million in India. The total is below the peak level in 1965 
because of the continued expansion of man-made tibres. 

Wool Consumption 

World consumption of raw wool in 1967 was registered as 1.46 
million tons, also bcIow' the record level in 1966. The Soviet 
Union was the chief consumer of wool (263,000 tons), followed 
by the United Kingdom (16.1,200), Japan (160,000) and the United 
States (137,000). 

Production of man-made textile fibres continued to increase 
steadily. The combined world output of cellulosic and non- 
cel lulosic fibres, for instance, was estimated in 1967 as 7.2 million 
tons, the bulk of which was produced in the United States, Japan, 
and USSR, Federal Republic of Germany the United Kingdom 
and Italy. 

In 1967 the world produced, and presumably smoked, more 
cigarettes than ever before - 2,402,000 million. The increase in 
production over 1966 was about one per cent, compared w'ith a 
nearly 3 per cent increase from 1965 to 1966. The United States 
remains the largest producer of cigarettes with 572,790 million, or 
24 per cent of the world total, followed by the Soviet Union 

Average 
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(286,558 million, or 12 per cciU), Japan (194,992 mUfio/i or 8 per 
tent) and the United Kingdom (114,975 million or 5 per cent). 

For ihe (list lime crude petroleum in 1967 replaced coal and 
lignite as the principal source of energy supply. Of the total 
world energy production — estimated as the equivalent of 5,756 
million tons of coal- 40.4 per cent came from crude petroleum, 
38.3 per cent from coal and lignite, 19 per cent from natural gas, 
and 2.5 per cent from hydro and nuclear electricity. 

Over the 1958-67 period woild production of energy rose by 
51 per cent. I he largest part of this increase may' be attributed to 
increases in the production of energy from crude petroleum (94 
per cent), natural gas (114 per cent), and hydro and nuclear elec¬ 
tricity (72 per cent). Ouring this period the increase of energy 
output from coal and lignite was estimated at only 9 per cent. 

North /l^ncrica in 1967 produced 34 per cent ol all world ener¬ 
gy; all centrally planned economics, 29 per cent; Asia. 15 per cent; 
and western Europe, 9 |')cr cent. Oceania with 0.8 per cent had 
the smallest share in the world lt'»tal. 

In North America. 38 per cent of ail energy was derived from 
natural gas, 33 per cent from crude petroleum, and 26 pei cent 
fiom coal and lignite. In Africa, Central and South America 
and in the Middle East crude petroleum was the main source 
of energy, while the test of the world relied mainly on coal 
energy. 

World production of electricity, as the secondary source of 
energy, more than doubled during the last decade and was cal¬ 
culated in 1967 as 3,844 thousand million kilowatt-hours, of which 
40 per cent was produced in North America; 29 per cent in Europe; 
15 per cent in the USSR; 10 per cent in Asia; and the remaining 
6 per cent in South America. Africa and Oceania together. 

Among individual countries the United Slates was the largest 
producer with 34 per cent of the world total, followed by the Soviet 
Union (15 per cent), Japan (6.4 per cent) and United Kingdom 
(5.4 per cent). 

Agricultural Production, Food Supplies 

World agricultural production (excluding mainland China) 
in 1967 was 26 per cent more than in 1958, but i>er capita output 
indicators showed the growth over 1958 as only 4.1 i’>cr cent 
because of the population increase. 

In 1967 the world's farmers produced more barley, coflfee, 
maize, potatotes, rice, rye, soyabeans and tobacco than in previous 
years, and a new record was set for the w'orld fish catch. On the 
other hand, production of cocoa, wheat, cotton, cottonseed and 
linseed was lower than in previous years. 

1 he most recent information shows wide differences in calorie 
intake among countries. The range extends from 3,400 calories 
available per capita per day (New Zealand^ Ireland) to 1,800 or 
fewer calories per capita per day in some developing countries of 
Asia, Africa and Latin America. 


There were 160 million cars registered in the world for 1967, 
compared with 86 million in 1958— an 86 per cent increase. More 
than half of all passenger cars (55 per cent) and 41 per cent of all 
commercial vehicles were registered as in use in North America. 
Europe accounted for 34 per cent of passenger cars and 22 per 
cent of commercial vehicles. 

The world merchant fleet has expanded its shipping capacity 
since 1958 by 64 per cent; in 1968 there were 194 million gross 
registered tons, of which 25.7 million were registered in Liberia; 
21.9 million in the United Kingdom; 19.7 million in the United 
States and in Norway each; 19.6 million in Japan; 12.1 million 
in the t*SSR etc. 

Civil aviation showed a remarkable growth in recent years. 
In 1967, a total of 5,280 million kilometres were flown by civil 
aircraft, rcpre.seniing a 12 per cent increase over 1966 an& an 
81 per cent increase since 1958. Passenger-kilometres in 1967 
showed a 221 per cent increase between 1956 and 1967. Cargo 
lon-kilomelrcs increased threefold; the total of mail ton-kilometres 
was more than It times as great. 

Tourist visits in 1967 shows 40 million in Canada; 16 million 
III Spain; 12.6 per million in Italy; and 12 million in France. 
Tourist visits between 1964 and 1967 increased by 117 per cent 
in Bulgaria, 86 per cent in Hungary, 79 per cent in Poland, 70 
per cent in the USSR, and Yugoslavia by 65 per cent. 

International Trade 

World exports in 1968* reached a new’ all-time high of 8238,000 
million with an 11 per cent increase over 1967, or the greatest 
annual increase during the last 15 years. Of this total the market 
economics accounted for $211,000 million, compared with 1190,000 
million in 1967. The total for the developing countries in 1968 
was $ 43,000 million; for the developed countries, $ 168,(X)0 
million. 

In 1967, exports of all developing countries were estimated at 
$40,(XX) million, ot which 45 per cent was sliared by Asia; 29 per 
cent by Latin America; 21 per cent by Africa, and 5 per cent by 
the rest of the developing countries, 

The exports of developed countries in 1967 wore estimated as 
$149,000 million, of which 61 per cent was shared by western 
Europe; 28 per cent by North America; 5 per cent by Japan; and 
6 per cent by the rest of the developed countries. 

In 1967 the Soviet Union continued to be the largest book 
publisher in the world with 73,000 titles, of which 33,247 related to 
applied sciences; 16,876 to social sciences; 7,933 to litmture and 
6,026 to pure sciences. The United States was the second largest 
publisher with 59,000 titles, followed by Japan, United Kingdom 
and Federal Republic of Germany. 

Daily Newspapers: In 1967 the highest newspaper circulation 
per 1,000 inhabitants was it^rted by Sweden (514 copies). Uni- 
ted Kingdom (488 copies), Luxemburg (477), Japan (465), Iceland 
(435), and East Germany (421). 


•^Figures for 1968 were provided by the Statistical Office to suppl^n^t information in the Yearbook* 
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lays a heavy emphasis on 
light industry: 



Industry today requires a wide range of equipment and machinery. 
The Group plays its part by manufacturing a wide variety of products 
from diamond drill bits to forklift trucks. 


The Group industrial 
estates in Calcutta, Madras, 
Bombay and Delhi have 
been modernised and ex¬ 
panded to meet increasing 
demand. 

Manufactures include; 
diamond drill bits and dia¬ 
mond tools, steam valves 


and instruments, reduction 
gears, electrical starters and 
switch-gear, slotted angles 
and forklift trucks. 

Also manufactured are a 
wide range of Johnston 
vertical pumps. 

An interesting develop¬ 
ment is the pioneer manu¬ 


facture of senBltised trao-' 
ing paper, and printing 
machines. 

The Group also helps the 
country by earning foreign 
exchange through its jute 
and tea exports. 
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TENT attempts of the Prime Minister’s establishment and its annex¬ 
es tc~Sreate an illusion of diplomatic achievements claimed to be scored by Mrs 
Indira Gandhi or her favourite ministers during their visits abroad arc doing seri¬ 
ous damage to the credibility wJiich any honest government should seek to estab¬ 
lish in its relations with its people. For instance, while it is certainly strange that 
the Prime Minister of Nepal should have had recourse to an interview with an 
organ of the Nepalese press, The Rising Nepal, to make demands on the Govern¬ 
ment of India which go against the spirit of Indo-Nepalese friendship based on 
mutual trust and advantage, what is even more strange is that Mr Kirti- 
nidhi Bista should have done it so soon after Mr Dinesh Singh’s recent goodwill 
mission to Nepal had been advertised in New Delhi as a personal tnumph of our 
Minister for External Affairs in promoting closer understanding between the 
governments of Nepal and India. 

In retrospect, it is clear that Mr Dinesh Singh's visit to and talks in Kath¬ 
mandu had, in the main, served to explore and identify differences, big or small, 
political or economic, which need to be reconciled if co-operative attitudes are to 
be maintained and strengthened. We are not suggesting that this visit was without 
any significance. U certainly was valuable in its own context. What wc are taking 
objection to was the attempt made by the press or the public relations set-up of 
the Ministry of External Affairs to gloss over the problems encountered by the 
Dinesh Singh mission and present to the people of our country a deceptive pub¬ 
licity package attractively wrapped up in phrases about illusory achievements. 
It is no doubt true that, where delicate diplomatic issues arising in strategic areas 
of our external relations are involved, the government has a duty to practise reti¬ 
cence and discretion in dispensing information to the general public. This, how¬ 
ever, does not justify misleading or tendentious notions being spread about merely 
for the self-gratification of individual ministers. While it may be an exaggeration 
to say that fndo-Ncpalcsc relations have touched a new low at present, it cannot 
be denied that they have entered a difficult phase and in these circumstances it is 
good for our people and also for our government that the latter should desist 
from “managing" news in a manner which runs the risk of creating a credibility gap 
to its disadvantage. 
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That the over-doing of the publicity for the Dinesh Singh mission by the 
Ministry of External Affairs was not a stray error of judgment is suggested by the 
fact that a similar propaganda effort was repeated when Mr Dinesh Singh subse¬ 
quently went to Iran. It is quite obvious that the talks which took place in Teheran 
on this occasion and the decisions that were reached as a result were mainly in the 
nature of the processing of the basic principles and proposals of economic co¬ 
operation which had been agreed upon some time ago when the Shah of Iran 
visilfid our country. U was not perhaps impossible that this processing could 
have been done by a team headed by a sufficiently senior official of any one of the 
relevant ministries of the Government of India such as, for instance, the Ministry 
of Foreign Trade. Actually, however, the Government of India thought it neces¬ 
sary to send a ministerial mission and the Minister for E.vtcrnal Affairs was, of 
course, readily available and willing. This, however, was not sufficient warrant 
for the playing up of the results of this mission in the manner it was done after 
Mr Dinesh Singh's return from Teheran. Our point is that excessive publicity 
for such ministerial missions to foreign countries constitute not only a case of 
bad manners on the part of the government but has also the substantial disad¬ 
vantage of misleading the public as well as perhaps tempting the government to 
mislead Hself also. 


Against this background, it is right and proper that the Prime Minister's recent 
visits to Japan and Indonesia should be assessed critically rather than other- 
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wise. This is all the more irapt^r- 
tant because, apart from the exces¬ 
sive advertising of Mr Dinesh 
Singh's trip abro|id, to which 
wc had referred earlier, Mrs Gandhi’s 
own visit to Afghanistan, which had 
preceded her visits to Jap;m and Indo¬ 
nesia, had been presented in the press 
as an event pregnant with great dip¬ 
lomatic possibilities. According to press 
reports, while in the congenial com¬ 
pany of the members of her party, Mrs 
Gandhi had suggested, if not actually 
stated, that a conlerencc on regional 
co-operation could be an outcome ol 
her talks in Kabul. The view has also 
been attributed to Mrs Gandhi that 
she believes that her Kabul visit has 
prepared the ground for the flow 
overland of transit trade in Indian and 
Afghan merchandise through Pakistan. 
Unfortunately, there are not sufficient 
independent indications to the effect 
that these expectations are well- 
grounded. 

The Prime Minister has described her 
visit to Japan and Indonesia as “very 
good and successful”. That this 
was so wc do not doubt. Mrs 
Gandhi would certainly spell out 
in due course the details of the 
goodness or the success of which 
*she spoke. Meanwhile, it could be 
readily and enthusiastically accepted 
that the personal meetings of leaders 
of governments in the south and south¬ 
east Asian region and exchange of ideas 
among them on matters of common 
interest are certainly very important and 
relevant to the issues of naUonal secu¬ 
rity or economic progress with which 
countries of this region, both indivi¬ 
dually and collectively, arc now being 
confronted. From this point of view, 
the Prime Minister's visits to Japan and 
Indonesia were certainly valid diplo¬ 
matic exercises and the process would, 
no doubt, be promoted further when the 
reciprocal visits by the Prime Minister 
of Japan and the President of 
Indonesia take place in due course. 

The more specific results of cur 
Prime Minister's visit to Japan, seen 
in its major details, seem to be rather 
modest, pending an account to the 
contrary by Mrs Gandhi. Although she 
had very properly said that she was not 
visiting Japan to discuss aid, she had 
equally properly taken care to include 
in her team officials who could and did 


talk to tlieir Japanese counterparts 
about such matters as trade or deve¬ 
lopment assistance. From such infor¬ 
mation as is available at present with 
regard to the fortunes of these nego¬ 
tiations, there is no sign of any iflajor 
change in Japanese policy with regard 
to the rendering of development as¬ 
sistance to our country. 

It is true that the Japanese go¬ 
vernment has agreed to resume 
project assistance by extending credits 
for projects such as the expan¬ 
sion of the Visakhapatnam port. 
The Prime Minister herself, despite the 
detachment she had to assume for 
purposes of protocol, was tempted to 
refer to Japanese willingness to in¬ 
crease the purchase of raw materials 
from our country. There is, of course, 
nothing in all this which is in the nature 
of a substantially new development. 
As a member of the World Bank Con¬ 
sortium for providing development as¬ 
sistance to our country, Japan had en¬ 
tered into certain broad commitments 
at the recent meeting of the Consortium 
in Paris and the Tokyo announcement 
made at the time of our Prime Minis¬ 
ter's visit about the resumption of the 


THE DECISION of the Indian Jute 
Mills Association to withdraw its re¬ 
presentatives from the board of the East 
India Jute and Hessian Exchange Ltd 
has dramatised the industry's opposi¬ 
tion to the opening of the November 
futures in jute goods. The Association 
has expressed the hope that “this 
drastic step’' will draw the attention of 
the Forward Markets Commission and 
the government to the “grave conse¬ 
quences” that are likely to arise from 
futures operations. Even in last De¬ 
cember, at a raccling between the re¬ 
presentatives of the East India Jute 
and Hessian Exchange and the Forward 
Markets Commission, the Association 
had opposed the proposal to open 
hedge trading in February delivery 
jute goods. It also reiterated its pro¬ 
test in May, pointing out that since the 
industry had been practically living from 
hand to mouth because of the precarious 
raw juic supply position and the ad¬ 
verse trading conditions in jute goods, 
consideration of opening of hedge trad¬ 
ing in May delivery jute goods would 
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project assistance was clearly a sequel 
to this. . 

The basic issue in lodo-Japa^ese 
relations, of course, is whether and to 
what extent the Prime Minister's visit 
has helped to create greater confidence 
in the Japanese mind about the political 
prospects and technological efficiency 
of the development effort in our country. 
It is no secret that informed Japanese 
opinion is far from being reassured on 
either score and wc do not have to read 
between the lines of Mrs Gandhi’s 
statements in Japan that the Prime 
Minister was fully conscious of the need 
to allay apprehensions, whether; openly 
expressed or not. No instant judgment 
is possible on how far Mrs Gandhi 
has been successful in this respect. Only 
the unfolding course of Japanese inte¬ 
rest in trade and economic co-operation 
with our country in the coming months 
will tell this particular story. Meanwhile, 
it is certainly not too much to ask of 
the publicity organs of the Prime 
Minister’s establi.shment that they 
should resist the temptation to present 
her latest travels abroad as yet another 
famous personal victory for -Mrs 
Indira Gandhi. 


have been premature. Having exami¬ 
ned the Forward Markets Commission’s 
decision from every angle, the Indian 
Jute Mills Association said that it 
“most emphatically recommends that 
trading in jute goods hedge contracts 
be stopped forthwith”. 

The Association’s main arguments are 
that opening of the hedge contract will 
cause speculation in jute goods, wide 
fluctuation in prices and also reduce 
exiK)rts. It fears that buyers arc likely 
to switch to synthetics because of the 
sharp price variations. Futures trad¬ 
ing is considered unnecessary because 
of the steep decline in the export of 
hessian and sacking. Over the past ten 
years, these exports have fallen from 
65,000 tonnes to 25,000 tonnes per 
month. Hessian and saclmg are the 
only varieties subject to hedge opera¬ 
tions. These do not apply to carpet 
backing and specialities which account 
fot about 35 per cent of the total pro-^ 
duction. Another argument of the 
industry is tha^ ftxtures trading at a time 
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y/hm a jumper* crop is expected will 
result in depressing the prices unduly. 
The Association has warned that though 
it is opposed to speculation in any 
form and is trying its best to remove it, 
the government is forcing it on the in¬ 
dustry but the latter will not be res¬ 
ponsible for the consequences. 

In defence of futures trading it is 
argued that speculation is to some ex¬ 
tent inevitable in a trade where a great 
deal of uncertainty often prevails over 
the availability of raw material and the 
prospects of exports. This facility is 
considered useful particularly by ship¬ 
pers. Though exports have been 
shrinking, the domestic consumption 
now estimated at 26,000 tonnes per 
month is increasing steadily; and there¬ 
fore, it is stated^ it will not be possible 
to give up futures trading altogether. 
The East India Jute and Hessian Ex¬ 
change further says that it always takes 
several measures to curb excessive specu¬ 
lation and if, nevertheless, the latter 
continues it is due to factors over which 
it has no control. 

In his address to the twelfth annual 
meeting of the East India Jute and 
Hessian Exchange Ltd, held in Calcutta 
on June 24, 1969, Mr S.N. Bagla, the 
chairman, said that periodical suspen¬ 
sion of the futures market in a hapha¬ 
zard way created a feeling of uncertainty 
and hesitation in the minds of customers 
in the foreign markets, which was 
bound to affect export earnings. “This 
Exchange”, he said, “has been func¬ 
tioning as a well regulated market for 
jute goods ever since its inception seve¬ 
ral years ago. Trading in the exchange 
has been conducted in an orderly manner 
all these years and this has undoubtedly 
helped to maintain the tone and morale 
of the market. Therefore, futures 
trading should be permitted in respect 
of any commodity so long as free trad¬ 
ing in it is allowed and is conducted in 
an orderly manner and docs not go 
against the interests of the industry, 
trade and exports”. 

Mr Bagla is right in emphasising the 
general virtues of futures trading in the 
economy but in the present circum¬ 
stances facing the jute industry, the 
fears expressed by the Indian Jute Mills 
Association do not seem groundless. 
An abundant jute crop is exp^ted in 


1969^70, estimated at 80 lakh bales 
and it is important to ensure that the 
grower is not deprived of a reasonable 
price. Mr Bagla correctly emphasised 
tl|e need for building a buffer stock of 
1 yto 20 lakh bales of jute, for improving 
the working of the Jute and Jute Goods 
Buffer Stock Association and for in¬ 
creasing the yield per acre to a mini¬ 
mum of 4.5 bales from the present 
level of 2*8 bales. He pointed out 
that an average yield rate of that order 
should not be difficult to achieve by 
adopting the technique evolved by the 
Jute Agricultural Research Institute of 
Barrackpore where a yield rate of 6- 5 
bales per acre is said to have been ob¬ 
tained. 

The West Bengal government has 
expressed doubts as to whether the 
jute grower will be able to secure a fair 
price in the coming months. It is 
necessary to dispel these doubts and 
assure the grower and the government 
that speculation will not be allowed 
to deny him remunerative prices. But 
it is only when all sections of the jute 
industry are able to co-operate sincerely 
and effectively that it will be possible 
to provide a reasonable return to the 
grower and the manufacturer. Mr 
Bagla did well in stressing that all 
problems of the jute industry must be 
viewed from the export angle and all 
its plans must, in the final analysis, have 
an export bearing. If so, the jute 
industry’s views on the futures trading 
should be given due weight because 


it is opposing this measure mainly 
on the ground that it would affect our 
earnings of foreign exchange. 

r 

Meanwhile, the Government of India 
should order at an early date an enquiry 
by the Tariff Commission into the cost 
structure of the jute industry. The 
Indian Jute Mills Association has sug¬ 
gested this because it feels that its finan¬ 
ces have been affected adversely by what 
it considers to be the arbitrary decisions 
by the government about its cost of pro¬ 
duction. The fixation of prices for 
internal consumption, levy of export 
duties and the imposition of margins by 
the East India Jute and Hessian Ex¬ 
change — all these get distorted by the 
unrealistic prices decided by the go¬ 
vernment. The industry has been in¬ 
curring heavy loss on most of its ex¬ 
ports and if, at the same time, it is 
forced to sell at home at unremunerative 
prices, it will seriously impair its finan¬ 
ces. The statutory price of Rs 200 per 
100 bags for B Twills is considered to 
be wholly divorced from the costs of 
raw materials. 

The latest trade statistics reveal that 
the export of jute goods, on the whole, 
continues to decline. In the ten months, 
July 1968 to April 1969, India exported 
only 5*29 lakh tonnes of jute goods 
against 6'13 lakh tonnes in the same 
period of the previous year. Though 
the demand for carpet backing conti¬ 
nued to be buoyant there was a set¬ 
back in the export of hessian and sack- 
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Ing. There is therefore an urgent sies such as the one over Aitures trading 
need to expedite modernisation of the are closed and all sections of the trade 
industry’s machinery, develop new pro- and industry work unitedly in order to 
ducts and explore new markets. All maximise the earnings of foreign ex- 
this will be possible only if controver- change. 

State Trading in Tea 


WHY EXACTLY docs the Government 
of India want to set up a company for 
promoting tea exports? If the object 
is only to earn more foreign exchange, 
it could be done by helping the tea 
industry to improve its competitive 
capacity. In recent years the tea trade 
and industry as well as many official 
committees and delegations have placed 
before the government specific sugges¬ 
tions for increasing the earnings from 
tea exports. But New Delhi has practi¬ 
cally ignored most of these recom¬ 
mendations; and where action has been 
taken, as in providing fiscal relief, it 
has been belated, inadequate and half¬ 
hearted. One wonders therefore whether 
the move to form a company is a genuine 
attempt to promote exports or to ex¬ 
tend state trading over a vital sector of 
our foreign trade. 

The government is reported to have 
decided to form a company because of 
the failure to set up a consortium between 
India and Ceylon for promoting 
tea exports. This proposal has been 
discussed in New Delhi and Colombo 
for abotUt two years. But, surprisingly, 
our tea trade and industry have not 
been actively associated with these 
discussions. Nor have Parliament 
and the public been told about 
the reasons for not making any 
headway with the proposed consortium. 
The organisations of the tea trade and 
industry have also not been inquisitive 
and energetic in demanding more facts 
from the government about such an 
important issue. 

The government has obviously chosen 
the most inopportune time to enter the 
tea trade. The tea industry in India has 
been passing through a difficult period, 
especially in Darjeeling and Assam 
which produce the best quality and 
command higher prices. Indian tea 
is facing stiff competition in many 
markets. For example, the export of 
north Indian tea to the UK, our biggest 
market, declined from \99-5 million 


lbs in the 1967-68 season to 172*4 
million lbs in the next season. In the 
calendar year 1968 India's tea exports 
declined to 199,751 tonnes from 217,776 
tonnes in the previous year. In terms 
of value, our tea export to the UK 
declined from Rs 107 crores in 1967 to 
Rs 83 crores in 1968, the fall in unit 
value being from Rs 9-26 to Rs 8*15 
per kg. There was also a decline in 
exports to the Irish Republic, the 
Netherlands, Canada, the USA, the 
UAR and New Zealand. 

India and some other tea producing 
countries have been recently urging 
for an international agreement to res¬ 
trict supply and regulate exports. But 
the prospects in this regard seem rather 
remote. We will however be able to 
improve the competitive strength of our 
tea provided the government helps to 
bring down the cost of production. A 
reduction in the tax burden by itself 
will contribute significantly towards this 
end. Messrs J. Thomas and Co., in 
their annual report for the 1968-69 
season, have given the following break- 


down of the tax element in a pound of 
Assam tea offered from Calcutta at 
sh. 4 f.o.b. and at Rs 8 per kg f.o.b. 


Sh. 4 

Rs 8 per 


per lb 

kg 


f.o.b. 

f.o.b. 

Excise duty 

3-93 d. 

65 paise 

Export duty 

West Bengal entry 

3'45 d 

57 

tax 

Assam passengers 

•83 d. 

13-78 „ 

and goods tax* 

•13d 

2-2 „ 

Cess 

•24d. 

4 „ 

Total 8 

•58d. 

141-98 

paise 


*Minimum payable. 

The above breakdown is exclusive of 
agriculture and company taxation as 
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well as minor state taxes and levies 
and such other statutory costs of pro^ 
duction as foodgrains issued to workers 
at concessional rates and the amenities 
given under the Plantation Labour 
Code. It is significant that the loss on 
food concession per worker per year has 
gone up from Rs 16 in 1962 to Rs 60 
in 1967. In 1968, the food subsidy was 
estimated to cost the industry about 20 
paise per kg. Messrs J. Thomas and Co. 
say that without all these impositions^ 
at their present rates, tea companies 
will be in a position to make profits 
and thereby expand, replant and im* 
prove quality. The company adds that 
“industry has probably been guilty 
in the past of crying wolf over the ques¬ 
tion of profitability, and now that the 
current position is truly serious, it 
may have difficulty in'" convincing the 
government of this fact”. Whatever 
might have been the financial position 
in the past, the government cannot 
afford to remain indifferent to the pre¬ 
sent plight of the industry which plays 
so vital a role in earning foreign ex¬ 
change, contributing substantially to 
the exchequer and providing employ¬ 
ment to several thousand people. Pau¬ 
city of funds has been severely handi¬ 
capping the efforts of the industry to 
modernise itself. The real picture of 
the industry’s finances is well known 
to the government. There should 
therefore be no hesitation to come to 
the rescue of the industry by providing 
it with reasonable facilities to improve 
its health. 

The tea industry in Ceylon is also 
passing through a critical phase. Rising 
costs of production have hit the indus¬ 
try’s finances hard. The devaluation 
of the Ceylon rupee in November 1967 
is said to have conferred little benefit 
on the industry. But the plight of 
Ceylon’s tea industry is no consolation 
to us. On the other hand, we have to 
take note of the emergence of East 
Africa as a powerful competitor to 
our tea. Production in East Africa is 
estimated to have increased from 56,506 
tonnes in 1964 to 82,911 tonnes in 
1968, the area from 72,540 hectares in 
1964 to 83,424 hectares in 1967 and the 
yield per acre from 779 kg in 1964 to 
869 kg in 1967, It is, of course, not 
possible for our tea industry to h^ve 
taxes and visages at the same level as in 
East Africa. BUt at the same tiniie, is 



H too tB^h io expe^ the GoyiSTjm^nt 
of India to provide eome. reatottahle 
rdief to, $uch an important 
i^ueiry? 

Mr ICB, Lall, Secretary of the 
Ministry of Foreign Trade and Supply, 
recently suggested that **a tremendous 
promotional campaign*^ in the non* 
traditional marJkets should be under- 
taken immediately to ease the difficult 
position of the tea industry. But for 
this purpose no separate company under 
official auspices is necessary. The exist¬ 
ing trade channels are more than ade¬ 
quate to take up this work. Only they 
need prompt and adequate co-opera¬ 
tion from the central and state govern¬ 
ments. The Tea Board also needs to 
be strengthened. So far» the Board 
has been functioning in a lethargic and 
bureaucratic manner. It is alleged 
that the Board does not even give quick 
replies to trade enquiries from abroad, 
not to speak of conducting useful 
surveys in the traditional or non- 
traditional markets. Seldom has a 
Board chairman held office continu- 


Bhm^^neommst 

ously fdr four or five After a 

few tr^ around the wortd (of course, 
for export promotion), the chairman 
generally gets bored with the Board (or 
is it the other way?) and he gets a new 
assignment. Instead of spending its 
time on setting up a new company. New 
Delhi should impart dynamism to the 
Tea Board and at the same time pro¬ 
vide some substantial relief to the in¬ 
dustry to strengthen its power to com¬ 
pete effectively. Our tea production 
at 876 million lbs in the 1968-69 season 
formed 54 per cent of the world pro¬ 
duction and our exports at 440 million 
lbs were 40 per cent of world exports. 
Messrs J. Thomas and Co. say that 
India is ''that powerful that she could 
at a stroke collapse the world tea mar¬ 
ket” and that other countries who rea¬ 
lise this fact will welcome India giving a 
lead for the creation of a commodity 
agreement. But it is only if the 
Government of India and our tea 
industry work in full confidence 
and close co-operation that it will be 
possible for our country to exert its 
influence in the world. 
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raise his status through his competent 
handling of the tasks assigned to him. 
He need not ask for "trust and confi¬ 
dence"; bis performance will inspire 
confidence. 

We arc, however^ in agreement with 
the suggestion that "to enlarge the FR 
skills available in the country a periodi¬ 
cal training should be instituted by the 
Institute of Mass Communication or 
any other suitable organisation, where 
modem techniques and tools in the 
field of communications and public re¬ 
lations can be imparted”. This will 
benefit not only those PROs who have 
had no opportunity to obtain formal 
training in public relations but also 
those who went to a college or a uni¬ 
versity many years ago and have not 
kept in touch with the new thinking on 
this subject. 

A useful outcome of the conference 
was that it gave an opportunity to the 
participants to exchange notes on the 
main objectives of public relations. 
The PROS were agreed that the objec¬ 
tives of public relations could be de¬ 
fined provided a flexible approach was 
adopted and the specific requirements 
of individual undertakings were taken 
note of. The objectives, they said, 
must change with the changing moods 
of different segments of the society. The 
basic aims revolved round the supply of 
full information with special attention 
to relevant sections of the public. 

There is not much substanc^in the 
thesis presented by some of the PROs 
that if the national image suffers, the 
individual unit's image cannot for 
long remain bright. We know that a 
majority of the public sector under¬ 
takings has a bad image because of 
their poor financial performance and no 
amount of competent publicity by the 
best PRO can improve it. There are 
some public sector undertakings which 
have come to acquire a high rank in the 
minds of the public, but this is mostly 
because of their performance, although 
the excellence of their public relations 
departments has certainly helped in the 
image-making. The crux of the 
matter is that no PRO can add lustre 
to the image of an undertaking which 
has been making losses year after 
year or which has not been able to 
serve the consumer well through its 
products or performance. 


The Miracle Men 


THE TOP managements of state-run 
public undertakings in our country 
expect their public relations officers 
(PROs) to perform miracles but arc 
they provided with the wherewithal 
to do so? An answer to this question 
was sought by the PROs of public 
sector undertakings who met in the 
capital :>n June 13-14 under the auspices 
of the Bureau of Public Enterprises 
(Ministry of Finance). They discussed 
at length the problems faced by them 
in the discharge of their duties (which 
in most of the cases arc undefined) 
and the measures that they would like 
the top managements to take for ensur¬ 
ing effective contribution by the PROs 
to their undertakings. The reports of 
the two syndicates which dealt with (a) 
problems of public relations and (b) 
what public relations practitioners ex¬ 
pected of top management, summarised 
the deliberations of the participants. 

The recommendations of the second 
syndicate amounted to a charter of de¬ 
mands of the PROs. It included a 
number of points, the most important 
being that the PRO "should have a 


sufficiently high position in his own 
organisation, not only to be able to 
deal frankly and fearlessly with his top 
management but also usefully with 
senior managers”. In other W'ords, 
the PRO in a public sector under¬ 
taking today feels that his rank in the 
organisation is not high enough and that 
his advice is not sought on important 
policy matters. Thus, he finds it diffi¬ 
cult to implement a policy with which 
he is not actively associated. Keeping 
these facts in view, the first syndicate 
which reviewed the problems of public 
relations came to the conclusion that 
the PRO should have the status of a 
departmental head and that he should 
be "closely associated with the senior 
management committee, if not a mem¬ 
ber thereof'. The moot question is 
how many of the PROs employed by 
the state-run undertakings are techni¬ 
cally qualified to give advice to the top 
management. Quite a sizable number 
of them have been picked up from news¬ 
paper offices or advertising agencies and 
they have had no formal training in this 
branch of knowledge. The trained and 
experienced PRO will automatically 
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REMEDY FOR TEXTILE TROUBLES 

MANUBHAI SHAH 


THE COTTON textile industry is passing 
through one of the gravest crises in its 
chequered history. While the industry as 
a whole is being squeezed by rising costs, 
a section of it has been crippled by obsol* 
escence. 

The reasons for such a state of affairs 
in the textile industry arc both external 
and internal. The present state is ascribed to 
control over production and prices of 
null-made cloth, lack of modernisation, 
lack of purchasing power and higli rate of 
excise duty, rising costs of production 
due to rising prices of raw materials 
(cotton etc.) and rising, wages and 
too frequent changes in management of 
some mills and their indifferent and in¬ 
efficient management. 

FfTccIs of World War II 

The industry was not able to adopt mo¬ 
dernisation at the pace required because of 
the intervention of World War II and pri¬ 
ces of machinery going up by about five to 
six times. Also more profit attracting invest¬ 
ment opportunities opiened up as a result 
of national development programmes under¬ 
taken extensively in the successive five-year 
plans. Thus many units of the industry 
require ||. be modernised and rehabilitated 
to a substantial degree. The fast changing 
technology of textiles has to be adopted 
to make these units not only viable, but 
competitive. The working group for cotton 
textiles in its report, submitted in 1960, 
had estimated the normal rehabilitation and 
modernisation needs of cotton textile in¬ 
dustry around Rs. 2(X) crorcs (1958-59 
prices). Since then the prices have gone 
up by about 40 per cent. 

A recent estimate puts the immediate 
requirements of the industry for moderni¬ 
sation and rehabilitation at about Rs. 200 
crores in a phased progranme for the next 
five >ears at the rate of Rs 50 to 60 
crorcs a year. 

At a time when the textile industry is 
passing thiougb a serious crisis, the Govem- 
nient of India has set up the National Tex¬ 
tile Corporation. The Textile Corporation 


proposes to establish new mills and assist 
in modernisation. It has already taken over 
some weak mills. Looking to the magnitude 
of the problem, this step will hardly touch 
the fringe of the problem. 

The textile industry of the country 
has many facets. The better run mills go on 
adopting technological changes and impro¬ 
ving their products. They arc progressing. 
Average mills also try to do the same 
but w'ith their limited financial resources 
they are unable to go ahead as they want 
to. These deserve assistance. 

Weak Units 

However, the very weak units, with a 
heavy backlog of modernisation and low 
technical proficiency and inadequate mana¬ 
gements are on the verge of a precipice 
from which no steps can save them. Worn 
out and obsolete equipment and continu¬ 
ous loss-making, spread over a number of 
years, may make it inevitable to close such 
mills. It is not advisable to sink any more 
money in these units. Therefore, some of 
the textile units in the country will have 
to stop functioning. The number of such 
mills may not be more than 20. As these 
units are generally of small size, even though 
their scrapping may cause unemployment, 
the problem will not be of a large magni¬ 
tude. Surplus labour from scrapped mills 
can be absorbed to some extent by running 
of third shifts by a number of larger and 
efficient units. Some other arrangements 
should also be considered to create employ¬ 
ment for them. The sick mills are examples 
of a deep rooted malaise within the natio¬ 
nal economy and within the industry and 
cannot be attributed to any .single reason. 
Therefore, the government’s policies for 
encouraging and compelling modernisation 
must become vigorous. 

Before World War II the textile industry 
in India was trying to replace imports and 
that too successfully. It expanded its base 
by adqpiing better processing techniques. 
The second world war was perhaps a happy 
interlude of extraordinary productivity^ 
The return of competitive civilian market 


off'of tHe 
fnduatiy. WiIJi tdntroiied pri^ 'of i^tt^ 
for over twenty years, thWe was a tUMp In 
the export of cloth in the early’ ffities.' imut 
when that support was lost, exports betj^an 
to decline. The boom times and the skiers’ 
market had created a feeling of compla¬ 
cency. The result was that the technolo¬ 
gical changes coming in the world were 
adopted sparingly by our textile industry 
and that too by some fbresighted manage¬ 
ments. The result has been (hat the in¬ 
dustry on the whole is suffering from a huge 
backlog of modernisation. 

Biggest Turnover 

The cotton textile industry has the largest 
number of units and employs directly more 
than a million people with the largest 
amount of invested capital and biggest 
annual turnover as compared to any other 
industry. Therefore,'naturally, on its health 
depends to a great extent the health of the 
entire national economy. Being the oldest' 
industry of the country with a life spreadover 
of 120 years since the first cotton tex¬ 
tile mill was CvStablished in 1847 in Gujarat, 
this industry in our country has today 
become the second biggest cotton 
textile industry in the whole world. Ddring 
this long period this industry haig passed 
through numerous political, economic and 
technological upheavals and changes which 
have affected its activities as much as those 
of any other national sector. Therefore, it is 
necessary to remove the effects of old age 
of this industry and also the techno¬ 
logical obsolescence which has na¬ 
turally made deep inroads into it during the 
course of its long and chequered history. 
We have today about 630 textile mills 
with 17 million spindles and two lakh looms 
in the mill sector in the country. This indi¬ 
cates a national investment of over Rs 
1,000 crores at current prices in this vital 
consumer industry. 

The labour, industry, ^ managements 
and the general public will have to 
take more considerate and abiding interest 
in this vital industry so that short¬ 
term and long-term steps are taken 
to put it on a stronger and healthier 
foundations. A continuous vigilance should 
be maintained to ensure ite^ health on a 
long-teon basis. This alone can avoid the 
recurring crisis of the type It has been fac¬ 
ing over many years now. 

The dangers before the country, in allow^ 
ipg this biggest and the inpst important 
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possible and worthwhile, could be tackled 

in the following four ways: 

(a) Some of the weak closed units can 
be taken over in an appropriate 
manner by either the authorised 
controllers of the central govern¬ 
ment or the National Textile Cor¬ 
poration or state textile corpora¬ 
tions to he run and managed by 
them. 

(b) Some of the weak closed units can 
be allowed to go into liquidation 
through the process of court pro¬ 
ceedings and the assets of such units 
can be sold out in auction. One of 
the drawbacks of this process is 
that a very large number of credi- 
lt)rs who belong to middle class 
families and who had sold stores, 
dyes, chemicals, cotton, machinery 
and other products to the weak 
units tend to lose their heavy 
dues in case of liquidation. So also 
the unsecured creditors of weak 
units are put to total loss because 
even the most legitimate dues of 
workers (labour) and other secured 
debts can hardly be fully paid 
from the proceeds of the auction. 
Again the liquidation prix:cedings 
take a very long time rendering 
labour unemployed till the mill K 
sold out and restarted alter many 
months. Sometimes it is possible 
that such a mill may not even be 
restarted and may disintegrate in 
course of time. Actually, so far, 
hardly any weak textile mill seems 
to have been restarted through the 
liquidation process. 

(<’) The process of mergers would take 
much less time and would provide 
a weak unit to merge with a strong 
unit having efficient managcmcni 
with resources and expertise and a 
marketing organisation so that the 
strong unit could practically run 
the weak unit without much dis¬ 
location of production and employ¬ 
ment. Also on the merger of the 
weak units, it will l>c possible for 
the strong units to negotiate pay¬ 
ment to the creditors, both .secured 
and unsecured, in a phased manner 
so that none of these numerous 
parties get financially ruined. The 
closure of the mills tends to hurt 
and min many of the creditors 
which in turn afTccts the economy 


of the country and shakes the con¬ 
fidence of the investors, which is 
a very important element in the 
development of entreprenuership 
in the country. Mergers arc the most 
cfTectivc and speedy instruments 
for the revival and toning up of the 
health of this vital basic industry. 

(d) Those units of the weak mills 
which it is not possible to be run 
because of the obsolete machinery 
or extremely heavy liabilities and 
therefore which Cimnot respond to 
treatment as set out in the alterna¬ 
tives fa), (b) and (c) above, will 
have to be scrapped. It will l^c 
futile to spend money, energy and 
lime in trying to revive such old 
and useless units which should 
only be scrapped. 

.Main Objective 

The main objcchvc behind the pro¬ 
posed mergers of weak units is that leading 
ciricicntly managed textile mills in ditlereni 
areas of the country should be enabled to 
assist the government in the reconstruction 
and modernisation of the huge complex 
of textile industry in the countn h> sucli 
managements taking over the old and iin- 
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economic mills which are otherwise capable 
of economic working through improved 
management, bettor financing and credit 
facilities. An Act styled as the '^Merger 
of Industrial Companies (Rehabilitation 
and Modernisation) Act of 1969” may be 
considered and enacted by Parliament in 
order to facilitate mergers of the weak 
units of any industry w ith the help of strong 
units of that industry incorporating suitable 
legal provisions and clauses. The govern¬ 
ment may notify any industry under the 
Act to which these provisions will appU. 

Merger Adminstration 

There should be a merger commissioner 
appointed by the central gewernment 
under the proposed “Merger of Industrial 
Companies (Rehabilitation and Modernisa¬ 
tion) Act of 1969” who will also be 
designated as the additional controller of 
capital issues under the Capital Issues 
Control Act, 1947, in the. Department of 
Economic flairs. 

I have tried to briclly mention the im¬ 
portant problems confronting the nume¬ 
rous uneconomic and sick units of this 
industry' with the hope that the remedies 
suggested to overcome these problems on 
a lasting basis will be considered by all 
concerned. 


Indo-Nepalese Economic Relations 

RAJ BAHADUR 


OF THE vaiious ties that bind two friendly 
countries, the economic and commercial 
ties arc said to be the strongest, perhaps 
because they touch the lives of any two 
peoples most deeply and vitally. With this 
as a maxim, there is hardly any other 
subject more appropriate for a stiuly and 
dissertation on the occasion ot the 49th 
birthday of His Majesty King Mahendra 
Bir Bikram Shah Dev, the prime architect 
of present-day Nepal, than the trade and 
economic relations between India and 
Nepal, klowcvcr, it is the essence of the 
matter, that any such disquisition must be 
based on unadulterated facts and should be 
as objective and dispassionate as humanly 
possible to make it universally acceptable 
TO all fair-minded people. Likewise, any 
examination or a.ssessmcnt of the intrinsic 
value and acceptability to such an exposi¬ 
tion should be made equally with an open 
mind and the requisite degree of sympathy 
and willingness to accept facts, a.s they arc. 
There .should be lUtte doubt that a realistic 


This frank and forthright article by our 
.Vinbassador In Kathmandu appeared In the 
June-July Issue of Vasudha--vk monthly joornal 
of Nepal. In view of the Interest aroused by 
extracts which appeared in the press in our 
counfry, the full text is reproduced here. —^Ed. 

appraisal of the extent, the scope and the 
inherent value of co-operation happily 
existing between India and Nepal in the 
field of trade and economic development 
would not only further fortify our faitJi 
and determination in preserving and streng¬ 
thening our age-old ties of friendship, 
mutual assistance and interdopendence in 
this field, but could also dispel any 
po.ssiblc doubts and confusion in any 
quarter. 

Since the very dawn of histoty, closest 
relations, such as between brothers, have 
existed between the peoples of the two 
countries. There is hardly any aspect 
of human life and relationship in respect 
of which the people of the two countries 



liMy 11. 

not Uiiked by the closes^ and unbreak- 
aWe bonds. To recount these links or 
bonds would only Jx) stating the obvious. 

In lecent times, the Union of India, the 
world^s largest democracy, and the king^ 
dom of Nepal, under the partyless Pan- 
chayat democratic system given by His 
Maiesty the King to his peoi^e, have been 
pursuing a common goal, namdy, the moral 
and material advancement of their respec¬ 
tive peoples towards a better and fuller 
life. 

India has always been Nepal’s best trad¬ 
ing partner. Soon after India achieved her 
freedom the first treaty of trade and com¬ 
merce between the two countries was sig¬ 
ned in 1950. However, in course of time, 
with the increasing needs of a changing 
and developing society in Nepal, provisions 
of this treaty were iUrther widened and li¬ 
beralised, and with a view to placing the 
commercial relations of the two countries 
on an even keel, the Treaty of Trade and 
Transit was concluded in 1960, which 
opened a new chapter in the history of 
Indo-Nepalese relations. 

Tbree-fold Obiectives 

The Treaty of Trade aad Transit of 
I960 and the documents appurtenant there¬ 
to, primarily had three-fold objectives: 
<1) “to expand the exchange of goods 
between their respective territories”, (2) 
“encourage collaboration in economic 
<levelopment” and (3) “facilitate trade with 
third countries”. While seeking the 
fulfilment of the aforesaid three objectives 
the treaty also incorporated certain special 
provisions to avoid and prevent misuse of 
the liberal provisions of the treaty, and the 
two contracting parties specifically com¬ 
mitted themselves to the observance of 
the following conditions:-- 

(a) To avoid diversion of commercial 
traffic or deflection of trade (Arti¬ 
cle I); 

(b) While allowing “the export of 
goods originating in cither country 
and intended for consumption in 
the territory of the other without 
payment of customs duties and 
without quantitative restrictions" 
(subject only to exceptions as may 
be mutually agreed upon) (Article 
II); the treaty eqioined upon the 
parties^ to prevent inflrmgement and 
circumvention of the laws, rules and 
regulations of eitW country in 
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regard to. matter relating to foreign 
exchange (Article VI); 

(c) Freedom of transit for the goods 
of either contracting party ftom or 
to a, third country through the 
territory of the other party (Article 
VII), without payment of customs 
or transit duties or diarges (Arti¬ 
cle IX), was allowed, but subject to 
a procedure to be followed for tra¬ 
ffic in transit to or flrom third coun¬ 
tries, as laid down in the protocol 
annexed to the Treaty (Article X) 
and further subject to such arrange¬ 
ments as may be mutually agreed 
upon for such transit (Article XI). 

(d) Lastly, the contracting parties 
undertook to take appropriate mea¬ 
sures to ensure the effective and 
harmonious implementation of the 
provisions of the treaty, and to 
consult each other periodically so 
that if any difficulties arose in its 
implementation these could be re¬ 
solved .satisfactorily and speedily 
(Article XIII). 

The stipulated period of the treaty is 
going to expire next year, in 1970. It would, 
therefore, be in the fitness of things if a 
brief review is made of its working in order 
to assess how far it has helped Nepal in 
expanding its trade with India and with 
third countries. The following figures of 
exports and imports to and from India 
would be relevant for this purpose:— 

Tn million rupees ((odiaii) 


Year 

Imports 

into 

India 

from 

Nepal 

Exports 

from 

India 

to 

Nepal 

1961-62 

35.9 

91.6 

1962-63 

42.3 

43.6 

1963-64 

53.9 

116.3 

1964-65 

72.1 

166.2 

1965-66 

74.9 

196.6 

1966-67 

116.4 

195.6 

1967-68 

150.8 

184.0 


(Official trade statistics) 

It would be observed that while India’s 
exports to Nepal have increased by 100 per 
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cent during the span of seven years follow¬ 
ing the treaty, from a fiipire of Rs. 9.16 
crores to a figuie of Rs. lk.4 crores, those 
of Nepal have jumped from a figure of 
R$ 3.6 crores (approx) in 1961-62, to a 
figure of Rs. 15.1 crores (approx) in 
1967-68, constituting an increase of over 
400 per cent. At the same time the gap 
I'n the balance of payments position for 
Nepal has diminished flrom a figure of 
Rs. 5.55 crores in a total trade of Rs. 12.75 
crores to Rs. 3.33 crores in a total trade 
of Rs. 33.5 crores. 

Phenomenal Increase 

Similarly Nepal’s trade with third coun¬ 
tries has registered a phenomena] increase 
between the years 1962-63 and 1966-67. 
The following figures taken from an article 
published in the Rising Nepal of May 7, 
1969, bear ample testimony:— 


In million rupees (Nepalese) 


Year 

Visible 

imports 

Visible 

exports 

1962-63 

12.7 

2.4 

1963-64 

13.6 

3.9 

1964-65 

25.5 

10.9 

1965-66 

18.6 

32.2 

1966-67 

51.2 

57.5 

Note:— 

The figure of percentage increase 


in Nepal’s import and export trade 
with third countries, namdy 122 
per cent and 246 per cent, given 
by India’s Minister for External 
Affairs, Mr. Dinesh Singh, during 
his recent visit to Kathmandu, 
related to the years 1961-62 to 
1965-66 and were based on Indian 
official trade statistics. 

1 hus even according to the figures given 
above, Nepal’s imports from third countries 
have increased from Rs 1.27 crores in 
value in the year 1962-63 to Rs 5.12 crores 
in 1966-67 and her exports have increased 
from Rs 24 lakhs to Rs 5.75 crores during 
the same period. 

Both these sets of figures should be a 
convincing testimony to the successful 
working of the Treaty of Trade and Transit 
of 1960. There is hardly any country in 
the world, at least amongst the developing 
nations, that can boast of such phenomenal 
increase in the volume of her trade, as has 
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been registered by Nepal. If the provisions 
of the treaty were unfavourable to Nepal 
in any way or if its working and implemen¬ 
tation, so far as India i$ concerned, was 
uiisatisfactory in any manner, (even after 
making due allowance for ihe inevitable 
human element of errors or slips at the 
grass root level) it is impossible to conceive 
that such a phenomena! progress would 
have been possible. 

Unfounded Complaints 

Despite these positive achievements, one 
is occasionally confronted with complaints 
in regard to “the inadequacy of facilities for 
free trade w ith India and of transit facilities 
for Nepal’s trade with third countries.” 
Attempts have sometimes been made to 
remove such doubts or complaints, but 
these do not appear to have succeeded 
much. It would, therefore, not be out of 
place, on this occasion, to restate a few 
concrete facts as they exist, and also to 
make an attempt to identify the criteria, 
on the basis t)f which the validity of any 
criticisms or complaints on this score 
could be reasonably examined. Apart from 
the trade statistics reproduced above, which 
in themselves should be considered to be 
an eloquent and conclusive proof of the 
adequacy of the facilities available to Nepal 
for tree trade with India and of the tran¬ 
sit facilities for her trade with third coun¬ 
tries, the following facts would also he 
relevant in this context: 

(a) Adequate transport facilities are 
available for Nepalese trade with 
India and with third countries. No 
specific or serious complaints about 
any inadequacy of transport faci¬ 
lities have been received by Indian 
authorities. 

(b) As many as three transit sheds^ 
spaces with a total area of 15,500 
.square feet arc earmarked and re¬ 
served for Nepalese goods and 
cargo in the port of Calcutta at 
three dilTerent places, lixpericncc 
has show It that this space in the 
port of Calcutta is many times more 
ihan the peak requirements of 
Nepalese trade cargo passing 
through the port of Calcutta. 

(c> In the new satellite port of Haldia, 
<)0 miles down south of Calcutta, 
an olTer of additional space for 
Nepal's requirement has already 
been made to His Majesty’s 
Government of Nepal. 
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(d) The number of complaints about 
customs or other hold-ups of Nepa¬ 
lese cargo in the port of Calcutta 
are insignificantly small, as com¬ 
pared to the volume of Nepalese 
cargo and transactions handled in 
the port. Given the required effi¬ 
ciency and promptness on the part 
of the clearing and shipping agents 
employed by the Nepalese traders, 
even these complaints could largely 
be avoided or overcome. The faci¬ 
lities at the Calcutta port were 
examined by a joint Indo-Nepal 
otiiciai team in June 1968, and 
found adequate to meet the require¬ 
ments of the Nepalese trade with 
third countries. Nepalese imports 
through Calcutta port increased 
from Rs 82.3 million during 1966-67 
to Rs 140 million during 1967-68, 
During the same period, its exports 
through Calcutta went up from 
Rs 95 million to Rs 161 million, 
respectively (olHcial trade statis¬ 
tics). 

(e) So far as transit facilities for irans- 
pt)rt of goods to and from third 
countries by road through India 
arc concerned, an t>ncr was made, 
more Ihan an year ago. that Nepal 
could fianspoit such goods bet¬ 
ween the port of Calcutta and 
Nepal, if container type trucks and 
lorries, which can bo closed and 
sealed in order to prevent leakage 
or diversion, arc employed. Fur¬ 
ther action in this behalf now' lies 
with Nepal. 

(0 Tlio transport of cargo by air 
through airports in India to Nepal 
is now completely free. The goods 
transiting through Indian air¬ 
ports arc neither checked for cus¬ 
toms nor for licences. 

(g) So far as Nepal's trade with Pakis¬ 
tan through Radhikapur is concer¬ 
ned, there is nothing that remains to 
be done on the part of India. 
Action wholly lies with Pakistan. 
It has iTcen made clear that so far 
as the existence of a railway line 
on the Indiaoo side is concerned, it is 
there, and India has openly dec¬ 
lared tliat she is prepared to allow 
transport of Nepalese cargo to 
Hast Pakistan through Radhika¬ 


pur. What scents (o be completely, 
ignored or forgotten is the (bet 
that no transport of Nepalese 
goods by rail or road through 
India to Pakistan is possible un¬ 
less and until Pakistan agrees to 
reopen and re-start rail and road 
transport between the two coun¬ 
tries. Without a prior agreement by 
Pakistan with India for the re- 

. I 

sumption of such rail and road 
traffic, it is physically not possible 
to carry any Nepalese goods 
through India to East Pakistan. It 
is common knowledge that India 
has been persistently requesting 
Pakistan for the resumption of rail 
and road communications between 
the two countrie.s. Up to this mo¬ 
ment Pakistan has not agreed to 
do so. Without these rail and road 
communications being opened by 
Pakistan, India is not able to help 
the flow of Nepalese trade to 
Pakistan through Radhikapur. 

Identification of CYiterSa 

Coming to the next point, namely the 
identification of criteria to examine the 
validity of any criticism or complaint to 
the oficet that the facilities for free trade 
between Nepal and India, or the transit 
facilities for Ncpal‘.s trade with third 
countries are not adequate, the following 
criteria could be suggested to serve as 
dependable clues to arrive at a sound and 
reasonable judgment on the issue: 

(a) Whether there are any facilities 
that have been asked for by Nepal 
and refused or neglected by India ? 
Excepting certain complaints ra¬ 
ther vaguely made about the inade¬ 
quacy of space in Calcutta, or 
about transit facilities for Nepal’s 
trade with third countries, which 
have already been dealt with above 
there is no specific or concrete re¬ 
quest or suggestion made on behalf 
of H.M.G. that is pending with tlie 
Government of India to deal with; 

(b) Whether the facilities available to 
Nepal, as a land-lodked country, 
are in any manner less than those 
allowed to any other land-locked 
country in the world, similarly 
situated; 

(c) Whether any sizable quantities or 
volumes of Nepalese goods or 
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cargo moving through India, in 
accordance with the provisions of 
the Treaty of Trade and Transit 
and the documents appurtenant 
thereto, have ever been detained 
anywhere in India, for any length 
of time and for avoidable reasons, 
thereby prejudicially affecting the 
growth of Nepal’s trade with third 
countries—if specific cases of such 
type could be pointed out it would 
bo more helpful to understand and 
appreciate the problems; 

(d) Lastly, whether the volume of 
Nepal’s trade with India or with 
third countries has not appreciably 
increased. This would evidently 
constitute the most dependable 
yard-stick to assess the adequacy 
or otherwise of the transit faci¬ 
lities. 

Unhelpful Criticism 

It may perhaps be possible to conceive 
other criteria besides those mentioned above 
although, for the moment, none other 
appears to be in view. But applying these 
four simple criteria to the facts as they 
exist, one can safely claim that no blame 
or charge could possibly be levelled against 
India for not providing the required ade¬ 
quate facilities for Nepal’s trade with third 
countries. In other words, it would neither 
be constructive nor helpful to entertain 
any grievance on this score, without ana¬ 
lysing the facts objectively and fully, 
and then putting across and discussing any 
possible doubts or difficulties that may 
possibly arise, in a spirit of mutual helpful¬ 
ness and accommodation and appreciation 
of each other’s limitations. It may be sug¬ 
gested in all humility that it would not be 
logical to assume that India is in any way 
interested in impeding or obstructing 
Nepal’s trade with third countries. Why 
should it ? It does not affect her in any 
way whatsoever. India is only interested 
in ensuring faithful observance of the pro¬ 
visions of the treaty of 1960 and the con¬ 
ditions laid down in the connected docu¬ 
ments, which is undoubtedly in the mutual 
interest of both India and Nepal. 

In this context, it may be conceded, 
without any mental reservations, that it is 
none of the concern of India what goods 
Nepal imports and from where, so long as 
such third country goods are not pumped 
into India, against her own trade and eco¬ 
nomic policies and laws. It may be appre¬ 


ciated that India would be fully within her 
rights if she takes appropriate measures to 
check and prevent the entry of such goods 
into her territory. 

It must be fully realised that while 
Indian markets, from Kashmir to Kanya- 
kumari and Kutch to Kamrup and beyond, 
are open and free for genuine Nepalese 
produce and products, they are not and 
cannot be thrown open for third country 
goods. 

Interested in Genuine Growth 

India would be genuinely happy to see 
Napal’s export trade growing with third 
countries. But evidently such grov^h 
should be realistically related to the volume 
and value of Nepal’s own produce and ex¬ 
portable surplus. If Indian produce and 
products arc diverted or attracted into 
Nepal by means of artificial incentives or 
otherwise and then exported to third coun¬ 
tries, this could hardly be termed a's 
genuine growth of Nepalese export trade. 
On the other hand, this is bound to hit 
the genuine economic interest of India 
seriously and deprive her of her rightful 
source of earning valuable foreign exchange. 
That being so, any such practices on the 
part of any party, in either country w ould, 
evidently constitute an infringement of 
Article I and Article VI of the treaty of 
1960, which enjoin upon both the coun¬ 
tries to “avoid diversion of commercial 
traffic or deflection of trade” and “to pre¬ 
vent infringement and circumvention of 
the laws, rules and regulations of either 
country in regard to matters relating to 
foreign exchange.” Concrete instances of 
such diversion and deflection of trade are 
well known and hardly need to be repeated 
here. That such practices disrupt the trade 
and economic policies of India and cause 
substantial and serious loss of foreign ex¬ 
change to her is patent on the face of it and 
hardly needs any further proof. The treaty 
of I960 is a safety mcdsure against such 
malpractices and a biilvNark for the protec¬ 
tion of the legitimate trade and economic 
interests of both the countries. 

The institution of gilt parcels existing in 
Nepal is of course an internal affair of 
Nepal. This is so as long as it does not 
result in “the infringement or circumven¬ 
tion of laws, rules and regulations of India 
relating to foreign exchange.” In ordinary 
life, one usually expects a gift from a 
friend or relation abroad once in a while, 
or at the most once or twice within the span 


of a year. But if the samo parties, many of 
whom ore non-Nepafese, get gift parcels 
under different names almost everyday, 
such gift parcels no more remain a normal 
affair. But even up to this stage it would 
remain Nepal’s own internal affair. How¬ 
ever, as soon as the contents of these gift 
parcels arc taken to India through question¬ 
able methods and means, it becomes India’s 
concern and involves again an infringe¬ 
ment of the provisions of the treaty. It is 
evident that if objection is taken against 
such practices it is bound to offend the 
concerned class of businessmen. Neverthe¬ 
less, India can iJl-afford to ignore any di¬ 
version or deflection of trade or infringe¬ 
ment of its foreign exchange laws or rules* 
To sum up, it should be appreciated with a 
sympatlict/c and open mind (hat India to¬ 
day is suffering some considerable loss, 
which it can ill afford to bear, on the fol¬ 
lowing counts: — 

(a) Dumping or smuggling into India 
of third country goods received— 

(/) in the form of aid, or 
(//) as gilt parcels, or 
(iu) acquired by means of foreign ex¬ 
changes earned through incentive 
bonus, or 
otherwise. 

(b) The deflection and diversion of 
India’s exportable surplus in such 
goods as jute, mica, bristles, etc., 
causing a direct loss of foreign ex¬ 
change resources to India. 

Reciprocal Sympathy 

Thus, while India has to extend her fullest 
co-operation m the development of the 
trade and economy of Nepal as her closest 
friendly neighbour, there has to be a com¬ 
mensurate realisation on the other side 
that any loss or impairment in India’s 
capacity to earn foreign exchange and build 
her economy would also in the long run 
not be in Nepal’s own larger interests. 

India again is genuinely and sincerely in¬ 
terested in the establishment of industries 
in Nepal and for this purpose she has al¬ 
ways remained prepared to offer all pos¬ 
sible assistance that Nepal may need and 
ask for. It is the declared policy of His 
Majesty’s Government that the highest 
priority should be given to industries based 
on indigenous raw materials and those 
based on imported raw materials have been 
given the lowest priority. It is a matter of 
gratifleation that no less a body than the 
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Fcdciation of Chambers of Commerce of 
Nepal has recently adopted a resolution 
supporting this declared policy of His 
Majesty's Government. This would inci¬ 
dentally also remove a major irritant 
to India's economic interests. 

Spirit of Co-operation 

It was with a view to take stock of the ' 
trade and transit arrangements existing 
between the two countries, and to deal 
with the problems referred to above, that 
the inter-governmental talks were held in 
November 1968. These talks resulted in 
vvhal is now popularly called as “the trade 
agreement of November 1968". While it is 
true that inteicstcd business circles in both 
the countries did not feel very enthusiastic 
or happy about this agreement, it neverthe¬ 
less leprescntcd and s>mbolised the spirit 
of co-operation and harmony existing bet¬ 
ween the two countries. While much ma> 
be said for or against the agreement by 
parlies concerned, the need tor closest 
co-operation, understanding and harmony 
between the two countries can hardly be 
overlooked or over-emphasised in the mu¬ 
tual interests of the two countries. It has 
been observed that some people sometimes 
take objection even to the use of the word 
“harmony” in relation to the policies of 
the two countries. However, as the Indian 
Minister for External Affairs, Mr. Dinesh 
Singh, recently explained, ‘“harmony" in 
regard to policies of the two countries 
only means that cither country would not 
take any steps or measures that ma> 
possibly harm the interest of the other. 

“Harmony" docs not imply a merger ot 
the respective identities of the two countries 
or their policies. Harmony implies con¬ 
cord as opposed to discord; co-ordination 
and co-operation as against the lack or 
absence of these. Harmony is not subser¬ 
vience or subordination of the interests and 
policies of one country to those of the other. 

It only means compatibility between each 
other's interests and underlines the spirit 
of co-existence between two friendly coun¬ 
tries. The true interests of the people of 
Nepal and India demand that there should 
not only be perfect understanding and 
goodwill between the two countries but 
their policies should also be informed 
and inspired by a spirit of harmony, mutual 
respect and accommodation. The distor¬ 
tions or infringement of the salutary and 
cardinal principles incorporated in the 
Treaty of Trade and T ransit of i960 might 
benefit a handfil lew in bo:h the countries, 


may be 100-200 or at the most 500 families; 
but not the masses of the people in both 
the countries, and most certainly not the 
basic economic interests of the two coun¬ 
tries. 

In the year preceding the expiration of 
the treaU' of 1960, thciTcforc. it would be 
opportune and worthwhile if responsible 
people in trade, business and industry in 
both the countries help their respective 
governments in correctly and objectively 
assessing the results and the fruits of the 
treaty that is going to expire next year and 
in formulating sound principles and policies 
for the fiiture. 

Problems, ov to use a belter expression, 
"differences" arise between two individuals, 
two families or two peoples only when their 

The Die as 


January, 1962, the Deposit Insurance Cor¬ 
poration (DIC) of this country can bo said 
to have fared fairly satisfactorily, conside¬ 
ring that its position at the end of 1968 
is comparable to that of its counterpart in 
so sophisticated a country as the United 
States. Thus, the percentage of fully pro¬ 
tected bank accounts in our country at 
about 91 compares with about 99 per cent 
of such accounts in the US, whereas the 
percentage of insurance cover in respect 
of all accounts at about 50 compares with 
the corresponding percentage in the US of 
58. Similarly, the amount available in the 
Deposit Insurance Fund here at the end of 
1968 worked out to approximately 0.55 
per cent of the total insured deposits, as 
against about 1.33 per cent in the US. 
Satisfactory as this record is, even this per¬ 
formance is bound to be considerably 
bettered as the assessable deposits conti¬ 
nue to increase as, indeed, they must. 

Not all bank deposits are assessable at 
present. In terms of Section 2 (g) of the 
Deposit Insurance Corporation Act, 1961, 
deposits of foreign, central and state govern¬ 
ments. as also of banking companies, are 
not insured by the DIC and are, therefore, 
not assessable for the purpose of computing 
the premium payable by the insured banks. 
The percentage of these uninsurable de¬ 
posits to total deposits at the end of De¬ 
cember 1968 was only 5 63; on the corres¬ 
ponding date in ]96J» this percentage was 


mutual relations stand on a footing of 
equality and are sufficiently close and inti¬ 
mate. When the relations are unequal, or 
merely formal and not so close, they do not 
come across each other in the intimate 
dealings and activities of their day-to-day 
lives and. therefore, there is not much 
possibility of any problems or differences 
arising between them. The existence 
of problems or differences between two 
peoples is thus a measure of their closeness 
and community of interests. So let us not 
be afraid of these problems. They are at 
once a proof of the mutually close and af¬ 
fectionate relations that have existed bet¬ 
ween our two peoples throughout ffic ages 
and an invitation to solve them in a mutual 
spirit of brothcriiness, tolerance and mutual 
accommodation for each other. 

I See It 


The attention of our readers Is also invited 
to the views expressed by Mr L. G. Bapat 
whose article, “Deposit Insurance in In^fa”, 
appeared in Eastern Economist of June 13, 
1969 (Pp. 1223-25).—Ed. 


as much as 15. The reduction is, of course, 
due to the sharp ri.se in total deposits from 
Rs 1,944 crorcs in 1961 to over Rs 4,452 
crores in 1968. There was also a corres¬ 
ponding increase in insurable deposits 
from Rs 1.694 crorcs to Rs 4,204 crores. 
Over the year 1968, that is for a full year 
since the limit of insurance cover was raised 
from Rs 1500 to Rs 5000, the rise was of 
the order of Rs 458 crorcs, against an iq- 
crease in total deposits of Rs 477 crores. 
This compares favourably with the corres¬ 
ponding figures of increase in 1967 of Rs 
376 crores and Rs 579 crores, respectively. 
A gratifying feature has been the relatively 
higher increase in the proportion of ac¬ 
counts as well as of deposits covered by in¬ 
surance in the case of smaller sized banks 
than in that of bigger banks. The total 
number of iasured banks at the end of 1968 
was 88, whereas, in 1961, when the scheme 
began, this number was 285. This trend 
is a reflection of the studied policy of the 
Reserve Bank in regard to amalgamation, 
merger and acquisition. There arc for 
fewer banks and also better or rather 
stronger ones today. 

The satisfoctofy progress of the DIC 


R. V. MURTHY 

ALTHOUGH ESTABLISHED only in 
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Is ^evident from the steady rise in the De« 
posit Insurance Fund from Rs 92.84 
lakhs in 1962 to Rs 11.13 crores at the 
end of 1968. As a percentage of assessable 
deposits and of insured deposits, the im« 
provement has been from 0,05 and 0.20 
to 0.28 and 0.55, respectively. 

The directors of the DIC themselves 
have recorded, in their latest annual 
report, that the risk experience of the 
corporation has been satisfactory. "Hie net 
amount of claims paid up to the end of 
September 1968 was only Rs 21.13 lakhs, 
^nd the provision for insurance loss taking 
into account the latest revision is Rs 
13.50 lakhs. Two other notable features 
of the Die were that there was so much 
appreciation in the market value of its 
investments (Rs 8.10 lakhs) and that the 
corporation had no occasion to resort to 
borrowing during the year either from the 
Reserve Bank or from its own general 
fund. In other words, except for the in¬ 
crease in establishment charges of Rs 
75,(100 due to upward revision of emolu¬ 
ments, there was no other factor adversely 
affecting the revenues of the corporation. 
And, yet, it is rather surprising that the 
corporation could not even consider the 
question of reducing the premium rate of 
live paise per cent per annum* despite the 
growing demand for it. Instead, advan¬ 
tage has been taken of the satisfactory 
working by the DIC to invest a larger 
proportion of surplus funds in long-dated 
Government of India securities instead of 
short-dated ones as had been done so far, 
thereby providing yet another public sec¬ 
tor prop to the gilt-edged market. 

Application to Co-op Banks 

An important date in the history of the 
Die is December 27, 1968, when the Pre¬ 
sident gave his assent to the Deposit In¬ 
surance Corporation (Amendment) Bill, 
1967, which extends the scheme of de¬ 
posit insurance to eligible co-operative 
banks, i.c. state co-operative banks, 
central co-operative banks and primary 
co-operative banks, with paid-up capital 
and reserves of over one lakh rupees. 
But the benefit of the amended Act 
can bo reaped only after all the states 
also amend their respective laws relating 
to co-operative societies on the same lines. 
When that happens, it is estimated, depo¬ 
sitors in about 1,000 co-operative banks 
will receive insurance protection. As on 
June 30, 1968, there were 1,422 co-opera- 
tive banks of which 1,026 were banks with 
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paid-up capital and reservetT of over a lakh 
of rupees, and these banks, it is said, 
account for 46.5 percent of the total de¬ 
posits of all co-operative banks. It would be 
interesting to watch the loss experience of 
the corporation after all the eligible banks 
in the co-operative sector also have been 
brought within the scope of its operations, 
and if the working of co-operatives in other 


THE GOVERNMENT of India, keenly 
aware of the potential of agro-industrial 
complexes based on nuclear power, some¬ 
time ago constituted a working group con¬ 
sisting of scientists and engineers from the 
Bhabha Atomic Research Centre and re¬ 
presentatives from official and non-official 
organisations to study the probable loca¬ 
tions for such complexes and their economic 
implications. The study group has reported 
on two typical areas in India, the Kutch- 
Saurashtra area and the western Indo- 
Gangctic plain. 

Arid Regions 

Kutch and north-western Saurashtra 
arc arid regions and acute scarcity of water 
from conventional sources makes the 
setting up of an agro-industrial complex 
based on desalted water for agriculture ex¬ 
tremely relevant in this part of the country. 
The existence of a port at Kandla adds to 
the advantages, both for import of such raw 
materials as rock phosphate and for the 
export of any products from the area and 
the coastal shipment of fertilisers to other 
parts of the country. In Uttar Pradesh 
large stretches of land arc not cultivated 
due to salinity and alkalinity for want of 
adequate water for reclamation. If adequate 
water, power and fertilisers were available 
this land could be reclaimed and made fit 
lor producing crops. 

The study group has brought out in¬ 
teresting facts regarding the economic 
viability of agro-industrial complexes based 
on nuclear power of about 1,(XX)—1,200 
MWe in the two areas of Kutch and Uttar 
Pradesh. In the Kutch Saurashtra area a 
nuclear powered agro-industrial complex, 
producing 4,70,000 tonnes per year fixed 
nitrogen and 3.31,000 tonnes per year 
P,0* along with 55,000 tonnes per year of 
aluminium and 150 million gallons water 
per day from a desalination plant, would 
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fields provides any clue, it would mean 
more intensive and extensive supervision. 
Perhaps, then, the regulations of the cor¬ 
poration would need to be amended again 
to require the executive committee to meet 
six times in a year, nay more frequently, 
than once in each quarter which is the po¬ 
sition that obtains today, following the 
June 1968 amendment. 


require an investment of about Rs 600 
crores (Table I). The return on the invest¬ 
ment on the industrial production would 
be about Rs 71 crores. The desalted water 
would provide for additional food produc¬ 
tion of 1,92,000 tonnes of maize, 3, 90,000 
tonnes of potato and 46,4(X) tonnes of gro¬ 
undnut (Tabic II). Income from the farm 
sector would be about Rs 14 crores. The 
industrial complex visualised in the western 
Indo-Gangetic plain requires an investment 
of Rs 430 crores for production of 6,36,0(X) 
tonnes per year of plant nutrient, 50,(XX) 
tonnes per year of aluminium and enough 
power to energise tubewells for assured 
irrigation of 7,20,000 hectares (Table III). 
Additional foods produced would be 4.5 
million tonnes of cereals and 7,00,000 ton¬ 
nes of pulses. The income from the industrial 
production is estimated at Rs. 57 crores 
and the farm production Rs 213 crores 
(Table IV). 

Transportation of Fertiliser 

The fertilizer produced in these projects 
will require to be transported to other parts 
of India either by coastal shipping or by 
surface route. The capital costs mentioned 
do not provide for the investment on such 
additional facilities as transport, storage 
etc. Similarly the food produced will not 
be fully consumed in the immediate vicinity 
and will require to be transported. 

It is clear that an agro-industrial complex 
producing cheap power has very obvious 
contributions to make to the national 
economy and to the overall prosperity of 
the nation. Such a concept frees the com¬ 
plex from the limitations on the size of the 
power station imposed by the size of the 
grid. Progressively larger desalination 
plants decrease the cost of water and 
energy cost also decreases with the size of 
the power station. The increasing cost of 
fossil fuels and the cost of transportation 
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of coal over long distances, as in India, 
tend to make nuclear po>\er competitive 
especially in large si/c plants. The power 
from a l.WK) to 1,200 MWe nuclear station 
costs 2,8—2.6 paisc per kwh as compared 
with 3.2 paisc per kw'h from a coal-fired 
station at a very low coal price of Rs 20 per 
tonne e<juiva]ent to Rs 1 per million Btu. 

A 1,000—1,200 MWe nuclear power 
station may consist of two units of 500— 
600 MWe reactors or of a larger number of 
smaller units with a capacity down to 200 
MWe. Apart from the cost of generation, 
the ability to fabricate and handle the 
various components of such a power 
station governs the choice of the unit size. 
For instance the rotor of a 6()0 MWe 
turbo alternator weighs about 280 tonnes 
and has to be transported and handled in 
one piece. The calandria of a 600 MWe 
Candu type nuclear reactor is 28 ft. in 
diameter and weighs about 100 tonnes. Un¬ 
til the limitations on the capacity to trans¬ 
port and handle such large components 
of considerable weight arc not removed 
in a developing country such as India the 
choice may be restricted to power stations 
of units smaller than 600 MWe. A larger 
number of small size units are less econo¬ 
mical but enable better scheduling of fuel 
change and maintenance, and, above all, 
the scheduling of the maximum utilisation 
of power that is produced. Failure of any 
one unit will not result in very sciious con¬ 
sequences at the consumer end. 

Choice of Reactors 

Under Indian conditions the choice of 
reactor types is restricted to natural ura¬ 
nium heavy water moderated thermal rea¬ 
ctors, plutonium based fast breeders and 
molten salt breeder reactors breeding ura¬ 
nium 233 from thorium of which we have 
large reserves in this country. The heavy 
water reactors can be designed for on 
load charge and discharge of fuel, thereby 
reducing down-lime, whereas the fast 
breeders will require reactor shut-down for 
a fuel change. The molten salt breeders do 
not have the problem of fuel change or for 
that matter fuel fabrication, as the fuel is 
dissolved in molten salt and is kept in 
circulation for heal removal and reproces¬ 
sing, and hence have a distinct advantage 
of a higher load factor. Another aspect 
would he the comparative sizes c»f the 
components of the different reactors. The 
heavy water reactors have large and heavy 
calandria vessels as against the compact 
reactor vessels for the other two concepts, 

A third factor would be the efficiency of 


utilisation of the limited uranium resources 
of the country, 

A comparative study of various types of 
reac'tors shows that the molten salt breeder 
reactor concept has the lowest capital 
cost and also generates power at the 
lowest cost per kwh. The concept is further 
attractive to Indian conditions on account 
of the potential for utilisation of the large 
resources of thorium available in this 
country. The technology of fast reactors 
is not fully developed. The technology with 
respect to the molten salt breeder reactors 
is in an even less advanced stage of deve¬ 
lopment than fast breeders and uncertain¬ 
ties regarding the stability of graphite, 
irradiation damage to reactor components 
and breeding ratios remain to be resolved. 

The setting up of agro-industrial complex¬ 
es of the size described above presupposes 
the ability to invest large sums of money 
of the order of Rs 600 to 800 crorcs over a 
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short period of time, say five ta ten years 
for the nuclear station and for the simul* 
taneous development of industry to con¬ 
sume the power. The cost of power would 
not be attractive unless the capacity to 
consume the power produced is developed 
concurrently. Both these aspects of stability 
to find the resources and the capacity to 
utilise power govern the decision regarding 
the size of the reactor units. In the case of 
heavy water-based thermal reactors and fast 
reactors, size is of considerable importance 
as the cost of generation decreases rapidly 
with increase in size. Further, in the case 
of fa.st reactors, due to the necessity for a 
shut-down for fuel change, the grid has ta 
be firm and of a suitable size to tx^able to 
meet the requirements of the industry 
during the shut-down period. In the early 
concepts of the molten salt breeders the^ 
possibility of a modular set-up consisting 
of a larger number of reactors of smaller 
size (say 250 MWe) operating in parallel; 

Table 1 


ARGO-INDUSTRIAL COMPLEX: INVESTMENT COSTS 
(Kutch-Saiirashtra region) 


Plant 

Capacity 

Cost (in crores of rupees) 


Foreign To^gl 

exchange 

Dual purpose plant 

1200 MWe 

75.6 370.4 

Fertilizers* 

150 MOD 
.. 5330 Te/day 

49.24 180.12 

Aluminium plant 

150 Tc/day 

17.494 38.687 

Total for industrial complex 


142.334 598.207 

* Ammonium nitrate 

3330 Te/day 


Diammonium phosphate 

.. 1000 Tc/day 


Triple superphosphate 

1000 Te/day 


Table II 

AGRO-INDUSTRIAL COMPLEX : AGRICULTURAL ECONOMICS 


OF THE PROJECT 
(Kulch-Saurashira region) 


Area to be irrigated 



Triple cropping 


9,200 hectares 

Single cropping 

• • 

38,400 hectares 

Agricultural production 

Hybrid maize 

* . . . . . . . . . 

192,000 tonnes 

Potato 

« • . . . . . . , , 

390,000 tonnes 

Groundnut 

. . 

46,000 tonnes 

Fertilizer product 

Nitrogen us fixed N, 

• - . . . . . . . . 

447,000 tonnes 

p=o, 

. . 

331,000 tbhnes 

Fertilizci consumed in the complex 


Nitrogen as fixed N, 

• . • . . . . . . . 

3,900 tonnes 

P.O. 

• • 

3J00 tonnes 

Net return of the project (Rs) 

. . , , , . , , , , 

136.7 crores 
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was visualised. Such a scheme will pcnnlt 
tho development of the complex in stages 
commensurate with financial resources. 
But in recent conceptud modifications to 
this reactor system, necessttated by tech¬ 
nological considerations, the smallest viable 
unit size appears to be 600 MWe. 

Tho capacity of many of the grids is 
less than 1,000 MWe and no grid at the 
present moment has a capacity of more 
than 2,500 MWc. If we were to add a single 
1,000 MWe unit to one station of any of 
these grids, it might be difficult to find 
consumers for such a large block of power. 
Moreover, if this power is to be transmitted 
over long distances, transmission costs will 
nullify the advantage of low energy costs. 
It is therefore necessary for tho power 
producer to start or promote energy- 
consuming industries in the vicinity of these 
large blocks of power resulting in what we 
would call a nuclcar-powcred agro-indus¬ 
trial complex. 

If power costs are reduced to less than 
2.2 p/kwh, for chemical processes energy 
will increasingly substitute some of the 
raw materials. To take an extreme example, 
power at less than 1 p/kwh could play an 
important role in the production of gasoline 
from coal. If power costs are"in the neigh¬ 
bourhood of 1-2 p'kwh it would be used for 
the production of fertilisers, an industry 
of great importance to the country. 

In addition to the impetus to such in¬ 
dustries as aluminium, electrolytic caustic 
soda, etc, provided by cheap power, low' 
cost energy can be very profitably used for 
improving the water resources for agricul- 
tive which is of great significance in the 
context of our overall national prosperity. 
Lifting of underground water for irrigation 
purposes and the desalination of sea water 
are within comparative economic rcacli 
with cheap power. Studies have shown that, 
for instance, in the western Indo-Gangetic 
plain the cost of water pumped from tube- 
wells will be in the range of Rs 3.5 per acre 
inch (15 paisc per thousand gallons) at a 
power cost of eight paise per kwh. Desalted 
water is more expensive, of the order of 
Rs 3 per thousand gallons, and is considered 
economical only where there is no other 
source of water. It is to be stressed that it 
is the competitive cost of production of the 
agricultural product rather than the cost of 
water which decides the economics of de¬ 
salted water for irrigation. The ability to 
sujpply water as and when needed from a 
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desalination plant makes the fmprovement 
of economics of agriculture by crop rotation 
pos.sit^c. The result of preliminary studies 
of the profitability of the crop and rotations 
against water requirements and tho econo¬ 
mics of such rotations shows a net profit 
of Rs 5,000 per average farm of two hec¬ 
tares at Rs 3.5 per thousand galloas of 
desalted water with a three-crop rotation 
of hybrid maizc-potato-groundnut. The 
quantum of profit will naturally vary with 
location, but the figures arc indicative of 
the advantages of the availability of desalted 
water where there are no other sources of 
water. 

During the past 15 years, there has been 
unprecedented progress in the develop¬ 
ment of nuclear power for commercial use. 
The cost of nuclear power has been pro¬ 
gressively coming down and it appears that 
nuclear power may soon become available 
at a price comparable to hydro-electric 
power. The main reason for this consi¬ 
derable reduction in the cost of nuclear 
power is the possibility of scaling up of 
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the size of a single station to 1,000 MWe 
or more. As stated above there are difficul¬ 
ties in adding such large blocks of power to 
the existing grids In India. 

It is not possible at this stage to predict 
when we will be ready to realise the full 
advantages of low-cost nuclear power. 
Endless discussions will take us nowhere 
nor is the invitation of foreign experts the 
solution. Constructive thinking for expedi¬ 
tious execution and the resources have to 
come from within the country. Wc already 
have the scientific and technological base 
for handling such a project. The industrial 
infrastructure has been aeatod; it now 
involves provision of finance and taking 
positive steps to bring it to reality. Nuclear 
power is here to stay and promises to be 
the main factor for our survival as a viable 
entity among the nations of the world, not 
only because of its promise as a cheap 
source of energy but also because it is a 
field in which one has to excel and innovate 
continuously which is the salt of life for 
any progressive nation. 


Table III 

AGRO-INDUSTRIAI. COMPLEX: INVESTxMENT COSTS 
(Western Indo-Gangetic Region) 


Plant 

Capacity 

Cost (in crores of rupees) 

Foreign Total 

exchange 

Nuclear islands 

1200 MWe 

31.600 J58.000 

Electric plant ' 


13.400 67.000 

Power plant total 

1200 MWe 

45.000 225.00 

Fertilizers* 

4475 Tc/day 

44.911 166.283 

Aluminium plant 

150 Te/Day 

17.494 36.687 

Total of industrial complex 


107.405 429.970 

*Ammonium nitrate 

.. 3200 Te/Day 


Diammonium phosphate 

1275 Te/Day 


Table IV 

AGRO-INDUSTRIAL COMPLEX: AGRICULTURAL ECONOMICS 


OF THE PROJECT 
(Indo-Gangciic Plain) 


Area to be irrigated (hectares) .. 


720,000 

Tubewclls (number) 

.. 

36,000 

Products (additional tonnes) 
Cereal . 


4.5 million 

Pulses . 

.. 

0.7 million 

Net return of the project (Rs) .. 

.. 

251.2 crores 

Fertilizer requirements (tonnes) 
Nitrogen as fixed N,.. 


166,000 tonnes 

P.O,. 

.. 

83,000 tonnes 

Total investment on drilling (Rs) 


43.2 crores 

Net return per hectare (Rs) 

. 

3,767 
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WINDOW ON THE WORLD 

ECONOMIC CO-OPERATION IN EUROPE 

JOSSLEYN HENNESSY 


I 

A PROPOSED NORDIC ECONOMIC UNION 

BRUSSELS : 

“NORDEK”—YET another new project for Nordic economic 
union—was discussed by the Nordic Council during its recent 
seventeenth annual meeting alter preliminary talks among Scan¬ 
dinavian prime ministers earlier this year. 

In practice, some co-operation in the economic, social and 
cultural fields already exists between Scandinavian countries. 
The Nordic Council—ministers and 69 elected members from 
Denmark, Finland, Iceland. Norway and Sweden—has played a 
major role in fostering Scandinavian integration since its inaugura¬ 
tion in 1953. 

The first serious attempt to bring about closer formal co¬ 
operation between Denmark, Norway, and Sweden was abandoned 
in 1959. At a Scandinavian summit meeting in April 1968 in 
Copenhagen, Denmark proposed that an intra-Nordic committee 
of high officials should prepare the way for an economic union 
between Denmark, Finland, Norway and Sweden. The committee’s 
report, on which the recent discussions were based, provides 
for co-operation in economic, trade, and industrial policy matters, 
and envisages a common Nordic tariff, liberalisation of capital 
movements, uniform rules of compcUlion, freedom of establish¬ 
ment and of supply of services, harmonised trade legislation, 
and strengthened co-operation in aid to developing countries. 
The committee also advocates further co-ordination in education 
and research, where dose co-operation has already been achieved. 
A Nordic financing institute would include an investment bank, 
a general fund, an agricultural fund and a fisheries fund. 

Preferential Trading System 

The two crucial questions to be solved before any economic 
union could be effective concern agriculture and fisheries. As an 
immediate solution to the agricultural problem, Denmark pro¬ 
poses a preferential trading system under w hich Nordic producers 
would largely meet the growing demand for imports of agricultural 
products in member countries. While a compromise along these 
lines could probably be agreed to relatively easily as a short-term 
arrangement, the likelihood of agreement on an effective long-term 
agricultural policy at present seems remote. Denmark would like 
to see the propo.scd customs union accompanied by the introduc¬ 
tion of free trade for agriculutral products, whereas the other 
Scandinavian countries arc more in favour of creating a special 
body to deal with the problems arising from gradual implemen¬ 
tation of a Nordic agricultural policy. There is basic agreement 
on the establishment of the joint agricultuial fund, although views 
on its fields of intervention differ among the prospective members. 


On fishci-y policy, Norway's proposal for minimum prices for fish 
for human consumption and guaranteed prices for fish for industrial 
processing, has not been accepted by the other countries, 
although they recognise the need to stabilise prices. 

The different points of departure arc reflected in the attitudes 
of farmers' unions and fishery federations in the Scandinavian 
countries. In industrial circles, especially the proposal for a 
common external tariff as part of any economic union has come 
under fire. Danish and Norwegian industries, which depend on 
imports of raw materials or semi-manufactured goods, fear that 
a common Nordic tariff might lead to increased production costs 
and jeopardise their competitiveness, whereas Swedish importers 
fear protectionist measures. As a result, the present proposals 
for common duties cover only about 85 per cent of the tariff 
items, and about 75 per cent of total imports from third, countries, 
with chemicals, clothing, footwear, glass, household appliances 
and motor cars included. 

At the close of its meeting, the Nordic Council called on 
member governments to agree on all outstanding questions and 
to draw up a draft treaty by July 15.1969. The number of economic 
problems about which a compromise has still to be found make 
one doubt that “Nordek" can be launched in the early 1970s, 
as planned. These doubts are increased by the diversity of poli¬ 
tical aims in potential member countries. On the one hand, Den¬ 
mark declares that she regards “Nordek" as a bridge to European 
co-operation on a wider scale. On the other. Finland's Prime 
Minister made it clear that Finland’s interest in Nordic co¬ 
operation did not imply that its basic attitude towards the EEC 
had changed, and that now, as before, Finland is not .seeking 
entry into the EEC. In these circumstances, it is hardly surprising 
that the move towards Nordic economic union has on the whole 
been interpreted in west European capitals as a move away from 
wider European integration. '*" 

II 

E.E.C. POLICY ON COMPETITION 

In recent proposals and rulings, the EEC Commission has 
again demonstrated its intention to facilitate international company 
agreements, provided that they entail rationalisation, increased 
competitiveness inside or outside the Community, and advantages 
for buyers and con.sumcrs. 

This baste line, which the Commission is following in frami^ 
its competition policy, was embodied in two draft directives on 
common tax arrangements to facilitate cross-border mergers and 
the acquisition of shareholdings in companies in other member 
states. The directives provide for the removal of tax obstacles 
to mergers of companies from different member states. ^ The 
Commission points out that mergers can frequently lead to a dis¬ 
closure of untaxed capital gains in the form of a diffbrence between 
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the real value and the book value of the assets acquired (“undis¬ 
closed reserves**)* which could give rise to substantial tax Uabili-* 
tics. 2>oinestic companies are often given preferential treatment 
*in this respect. To remedy this, it is proposed that Community 
companies should be granted a general tax deferment until the 
absorbing company has actually converted any capital gains into 
cash by selling assets. 

As a long-term solution, the Commission advocates the gradual 
centralisation of tax collection in the country where a company 
has Us registered office. For this to be achieved, however, rates 
of corporation tax among members must be harmonised if firms 
are not merely to locate their operations where tax rates are 
lowest. The principle of taxation exclusively in the country whore 
the company mainly operates is therefore to be maintained for the 
time being. 

W orid Profits System 

As a first step towards contralisaiion, all member states should, 
the Commission recommends, allow companies to opt for the 
“world profits” system, under x^hich all profits made in the 
Common Market arc taxed in the country of domicile and taxes 
paid by fbreign-based establishments are deducted. To avoid 
abuse, the world profits system Is to cover all establishments of 
the company operating in the EEC and is to be applied to estab¬ 
lishments outside the EEC, provided that this is permissible 
under any existing double taxation agreements. 

The second draft directive deals with the taxation of share¬ 
holdings, and especially with problems concerning taxation of 
current profits rather than tiie acQuisition of holdings as such. 
To avoid one frequent instance of double taxation, the Commis¬ 
sion proposes that profits distributed by a subsidiary and taxed 
before distribution, should normally be exempted from taxation 
at the level of the parent company. Under the terms of the draft 
directive, member states arc, except for certain cases, also to re¬ 
frain from levying witholding tax on profits distributed in lliis 
way. 

In the longer term, firms may be allo\scd to opt for the s>slcm 
ok “consolidated profits” in cases where a parent company has 
major holdings in other companies. This would mean (hat the 
profits of the subsidiaries would be taken over by the parent 
company and included in its profit calculation. Double taxation 
would be avoided since taxes paid by subsidiaries arc deductible. 

New Rulings on Co-operation and Competition 

The endorsement of a co-operation agreement l>ciwccn two 
manufacturers of heating, ventilating and air-conditioning equip¬ 
ment, Clima Chappee of France and Budcrus'sclie hisenwerke 
of West Germany, is another indication of the C onimissioirs 
views on trans-border co-operation. These iw'o firms agreed that 
each would specialise in production, research, and investment 
for specific products, and that they would rationalise the marketing 
of their equipment in France and West Germany by granting ex¬ 
clusive sales rights to each other. Each firm will supply and sell 
on its market only its own and its partner’s equipment, provided 
that it is competitive. The agreement imposes no restrictions 
on the two firms* sales to other EEC countries, or on the resale 
by customers of equipment bought from them. 


With a decision affecting the organisation of international 
trade fairs, the Commission for the first time declared its position 
concerning an international agroement on the supply of services, 
us distinct from the supply of goods. This decision, which may 
become a precedent, concerns the European Machine-Tool Exhi¬ 
bitions (EMTE) held every two years in turn in Brussels, Hanover, 
Milan and Paris by the European Committee for Co-operation 
by Madiine-Tool Industries. Tlie committee comprises national 
assodations of machine-tool manufacturers in twelve European 
countries, including the UK. Under EMTE rules, member 
companies must not take part in any other trade fairs or exhibi¬ 
tions in years when the European Machine-Tool Exhibition is 
being held. 

The C ommission found that even if the agreement restricted 
competition between trade fair organisers and limited trade in 
machine-tools, it could be approved under Arlide 85(3) of the Rome 
Treaty, because the present proliferation of trade fairs and 
exhibitions is often uneconomic, and the Euroj^an Machine- 
Tool Exhibitions offer advantages not only to machine-tool 
manufacturers, but also, most important, to their customers, who 
every two years can acquaint themselves in one place, and under 
the same favourable conditions, with the wlioJc range (^f machinc- 
lools produced in Europe—and l-)ecause restricted competition 
icsuUing from the EMTE rules remains above the minimum 
necessary to produce rationalisation without eliminating effective 
Lompciilion. 

Ill 

KI ROFEAN PATENT LAW 

As far back as 1962, EEC c.xjicils drew up a first dralt Euro¬ 
pean law convention, but ever since then a dispute between Franco 
and the Netherlands over whether or not other European states 
outside the EEC should be inN ited to join in negotiating the con¬ 
vention has blocked progress. WJiiJc the French insisted on first 
working out a Community patent convention, which would then 
he offered to other countries, the Dutch maintained that the four 
LJindidales of EEC membership UK, Ireland, Denmark and Nor¬ 
way-should join in the negotiations from the l')cginning. 

A compromise has soived this dciidloek. The EEC Council 
ol Ministers agreed to invite the four applicant countries, together 
witl) Austria, Sweden and Switzerland, to talks on a European 
patent system, and slated that other European countries could 
loin in the negotiations. New proposals made by an EEC ex¬ 
perts* group along with the 1962 EEC dralt convention, another 
convention elaborated by the Council of Europe, and the world¬ 
wide Patent Corporation Treaty (PTC) proposed in 1968 by the 
Ihiitcd International Bureau lor the Protection of Intellectual 
Property (BIRPI), will provide the starting point for discus¬ 
sions. 

In particular. Kb l A counines have shown great interest in 
establishing a European system tor issuing |iatcnls. The EEC 
1962 draft convention provoked discjiission within EM A from 
1964 onwards, and in May 1965 EM'A ministers announced that 
they would welcome negotiations and that the EEC draft conven¬ 
tion was ii suitable biisis for discussion of an international scheme 
of wider scope. An EFTA working party subsequently worked 
out a draft convention dividing the original EEC proposiil into 
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two parts, and this suggestion is in fact in line with the latest 
piopc^sals made by the EEC. 

1'he first pari provides for a convention open to all European 
countries. The EEC proposal stipulates that applications W'ould 
be channelled through a European patents office and that, Ihcre- 
ft rc. a single request would suffice to obtain a patent in any of 
the signatory countries. Howeser, the degree of protection would 
still depend on national patent legislation and therefore vary from 
coiintrv to country. Negotiations on this multi-national patent 
convention have begun in Brussels. 

The second part of the FFTA drall convention deals with 
the cstablishmcnl of a single patent limited to EEC member 
stales. This scheme was also incorporated in the EEC exjMjrts’ 
new prop<>sals. on the basis of which EEC ministers decided to 
negotiate a Communitywidc patent law among themselves. This 
convention W'oiild grant patent holtlcrs the same protection 
throughout the C'oinmunity. 


IV 

E.E.C. RELA1TONS WITH THIRD COUNTRIES 

The Council of Ministers has adopted a generous attitude 
towards the system of generalised preferences for imports of manu¬ 
factured and semi-manufactured goods from developing countries 
to be set up within the framework of UNCTAD on Janiiar>' I, 
1070 . 

With some rcMJivations, the EfX' has decided to grant prefe¬ 
rential tariff treatment in line with the UNCTAD proposals. Since 
the Community is the world’s leading importer, its fairly generous 
ortcr may evcicisc a favourable inlluencc on the joint ofler by all 
industrial statc.s of OECD, which is to be arranged within OECD 
on the basis v>f individual member countries’ offers. On the other 
hand, the joint preparatory work within the OECD has already 
been delayed, because the US government failed to submit its 
offer by the initial deadline of March I, causing the other member 
countries to withold their lists. 

In some European indiiNtrial circles, especially in textiles, 
these proposed prcferenccs for the developing countries have 
arivLiscd fears ol incrca.sed cc'impetition in European home mar¬ 
kets. Representatives of the African countries associated with 
EEC have also expressed concern over the proposed tariff pre¬ 
ferences, which would, of course, be granted without discrimina- 
iKMi to all developing countries. 


I he EEC menilxM’ .stales' trade policies have already achieved 
a considerable degree of alignment by means of the common 
external tariH, anti-dumping regulations, standardised liberalisa- 
ti('ii list, and common quota system applicable to all third coun- 
Iocn except the communist bliK. In addition, a special procedure 
1 k‘s hecn agreed to for products which for the time being can 
neither he lihcraliscd nor included within the quota system. 

Now the Commission has tackled the delicate problem of 
replacing LI:C members’ individual bilateral agreements with third 
countries by common EEC agreements. The Rome Treaty 
rcciuircs all bilateral agreements to be ended by January 1, 1970. 
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Earlier this year, however, the Council agreed on an exception 
clause under which some bilateral agfeoments may be continued 
up to another twelve months beyond the deadline, provided that 
they do not conflict with EEC trade policy. The Commission has, 
in fact, gone further than this and now advocates gradual and 
pragmatic application of any common procedure on bilateral 
agreement with non-members. Clearly the 1970 deadline will not 
bo kept. 

At a time when France is about to negotiate a new five-year 
trade agreement with the USSR and is bound before doing so to 
consult its EEC partners in the Council, the reactions of member 
states to the proposal for common agreement with third countries 
are important. Any French commercial arrangement with the 
USSR for five years would certainly not qualify under the excep¬ 


tion clause. In addition the French will not be allowed, under 
present EEC regulations, to offer increased quotas. Assuming 
that France conforms with these provisions, she may find it difficult 
to make a sufficiently attractive ofler to the Soviets. Since other 
member states may find themselves in similar positions in the 
future, they have incentives to v^ork out a compromise solution 
based on the Commission’s proposal. 

Sources and Acknowledgements: The foregoing summarises, 
by special arrangement, a twentyeight-page report in the latest 
issue of European Trends^ published quarterly to subscribers only, 
by the Economist Intelligence Unit, 27 St. James’s Place, London 
S.W. 1., but theEIU is responsible neither for the emphasis of 
my summary nor for my interpretative comments based on a variety 
of sources. 


TIDYING IIP THE CURRENCY MESS 

E B* BROOK 


VIENNA r 

FORMATION OF the new French government with a trio of 
capable, proved men in the presidency and the finance and for¬ 
eign ministries removes, or diminishes, one of the uncertainties 
that has bothered European affairs for two months. Indications 
of French financial policy suggest strongly that determination to 
hold the franc at its present exchange rate will be as firm as 
ever. The decision this month to raise the French Bank rate was 
aimed at damping down domestic demands, especially for 
imports. A broad parallel ^tween French and British methods of 
decreasing domestic economic ills is developing. 

Arguments against devaluation of the franc will weigh heavily 
with President Pompidou. A devaluation would immediately 
worsen the balance of payments by moving the tenns of trade 
payments the wrong way. French industry would be in no position 
to take advantage of expanding export opportunities made 
available by a devaluation since its current high levels of produc¬ 
tion leave little or no slack capacity. 

But even without devaluation of the franc there will have to be 
substantial deflation in France, though care will be taken at least 
until the critical discussions due after the holidays between the 
government, employers and employees over wages and the cost of 
living to preserve the uneasy calm that has settled on French 
politics and industrial relations this year. As it is, wholesale 
prices have risen in France more than 12 per cent during the last 
ten months. 

French Trade Imbalance 

France’s trade imbalance may easily be exaggerated since its 
exports continue to expand and the higher labour costs conceded 
after last year’s riots have been largely absorbed by the greatly 
expanding productivity. It remains for the new government to 
check the present inflationary psychology: this would do more 
anything else to restore confidence in the franc’s exchange 
rate. If the government can inspire confidence the better part of 
£1,000 million could flow back into Franco largely through a return 
of speculative money. 

Prosperous West Germany, memiwhile, steadily increases its 
exports. According to the latest official estimates these exports 


arc expected to increase 9.5 per cent this year instead of, as 
assumed earlier, by 6.5 per cent. Imports arc also likely to 
increase to 15.5 instead of 12.5 per cent. The government is 
allowing for only a small increase in inflation this year—a pre¬ 
election attitude that may be revised or belied soon after the elec¬ 
tions. Speaking unofficially, West German authorities fear some 
fairly sharp domestic price rises at home in late autumn and winter. 

At the moment what worries Bonn most is the amount of West 
German money being lent abroad by the large German banks. 
West German capita] exports may reach a record of six billion 
dollars this year if they continue to expand at the rate achieved so 
far. This would bo more than double the figure for 1968. A 
capital export surplus of six billion dollars is considered alarming, 
the danger lying not only in the issue of new foreign loans but in 
a secondary market where investors arc switching from old issues 
carrying lower interest rates to new issues with better terms. 

German Domestic Prosperity 

Domestic prosperity in West Germany and western Europe 
generally and a slight easing of fears about the franc might be 
expected to make leading financial authorities speak more happily. 
But this is not so. International bankers who met in Copenhagen 
spoke of crucial decisions ahead. Would it be possible to bring 
inflation in Europe and the USA under better control? Would 
reserves be expanded in an orderly fashion? Would progress be 
made toward relieving acute pressures on the international adjust¬ 
ment process by which balancc-of-payments deficits arc corrected? 

The general attitude was that it was by no means certain 
that all these questions could be answered positively. The 
Americans continue to accuse the Europeans of lack of co-opera¬ 
tion in making the creation of Special Drawing Rights as eflcctive 
as they might be. 

It may be fixed policy for bankers and other financial leaders 
to avoid cheer; in any case, it is a human tendency to regard the 
past overmuch as an indicator of the future. But with the general 
prosperity in Europe, its steadily expanding commerce, the greater 
reassurance shown by the British government and the fact that 
the Special Drawing Rights have been created to help meet future 
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crises it seems reasonable to look for a few more cheerful indica¬ 
tions. 

They arc not difhcuh to find. The economic sick man of 
Europe-- Britain—is receiving its new 1,000 million dollars stand¬ 
by c'^cdlt and, even with planned control of the planned money 
supply, it seems probable that the British gross national product 
will increase at not less than two per cent a year. 

Opinion on the continent is generally that the British govern¬ 
ment has weathered what is probably the worst of its storms 
and that its balance of payments may now improve more than is 
currently expected. Foreigners take special note of the fact that 
recorded unemployment in Britain rarely lasts longer than four 
wrecks and consider that it needs only a touch of confidence to result 
in a movement towards recovery that may release considerable 
political pressure for reflation in the autumn. 

If Britain can achieve a growth in domestic confidence and 
show a substantial wave of reinvestment in government bonds 
the movement that has begun in Europe towards a more resassured 
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attitude could, and probably would, help, to stabilize prices and 
reduce the development of inflation. 

There may still be currency speculation, especially in September 
during the West German elections and the annual meeting of the 
International Monetary Fund in Washington centring on an 
assumption of revaluation of the deutschemark. But it is doubt¬ 
ful now if such speculative pressures w'ould, as they have in the last 
two years, directly determine exchange rate changes. 

No international authority seems to favour the prospect of 
floating exchange rates. But if, late this year, there were a signi¬ 
ficant West German revaluation, Bonn might seek some response 
from other currencies to show that the mark was not the only 
money with an unrealistic value. The chief determinant at pre¬ 
sent seems to be how' far the ailing pound and the delicate/ranc 
can recover their health rather than how far the mark will shed, 
if at all, its buoyancy. This will depend chiefly on steady 
nerves and resolution in London and Paris of which the prospect, 
fortunately, is a little more reassuring than formerly. 


BUSINESS OPPORTUNITIES IN LATIN AMERICA 


K K-G* NAMBIAR 


THE GOVERNMENT of India deserves praise for sponsoring 
a trade and economic delegation to Latin America. The delega¬ 
tion headed by the FICCl president, Mr Rarnnath A. Podar, 
recently toured the region. The physical distance and com¬ 
munication barriers have left India and Latin America with 
little trade and economic relations between them. The recent 
visit of the Prime Minister. Mrs Indira Gandhi, was aimed at 
breaking those barriers and put India's economic and trade re¬ 
lations with the Latin American countries on a firm footing. 

The trade relations between India and Latin America have 
been limited to importing into and exporting from India a few 
traditional items and have not gained any momentum or diversi¬ 
fication although opportunities for them existed. Even in respect 
of India's export of traditional items, there was a decline to the 
extent of 65 per cent in 1967-68 compared to her exports to the 
region during 1961-62. Till recently India had a favourable trade 
balance with Latin America; but in 1967-68, exports from India 
sharply declined to Rs. 5.5 crorcs against her import of Rs. 13.9 
crores during the same period. 

Unfavourable Trade Balance 

India’s heavy purchase of rice from Argentina, Brazil and Vene¬ 
zuela and her imports of diamond for re-exporting which were 
not matched by an increase in exports, explains India’s unfavour¬ 
able trade balance. India’s export to Latin America continues 
to be predominantly traditional goods, jute manufactures coas- 
tituting about 90 per cent of her total exports. Tea and lac 
followed by paraffin wax arc other major items of exports. Im¬ 
ports from Liilin America consist mainly of sulphur, non-ferrous 
metals and precious stones. 

Expanded trade possibilities for India in Latin America 
obviously lie in introducing India’s non-traditional items more 
widely. This has assumed urgency because of the severe compc^ 
tition and challenge India faces even in her principal traditional 


item of export, viz., jute manufactures, from countries within 
the region itself. Brazil, Peru and Mexico are offering stiff 
competition to Indian jute manufactures. As members of the 
Latin American Free Trade Area <LAFTA), exports by the mem¬ 
ber countries have a distinct advantage over Indian jute exports. 
For example, Indian jute goods when imported into Argentina 
have to pay a duty of 46 per cent whereas Brazilian jute products 
enter duty fice apart from the advantages in freight. 

Indian Exports Hit 

This has already begun to hit India’s exports to the area. 
Argentina w'hich accounts for about 41 per cent of India’s total 
exports to Latin America has reduced her offtake from India be¬ 
cause of the heavy inroads made by Brazil and Mexico. India’s 
exports to Argentina declined to Rs 57 lakhs in 1967-68 from more 
than two crores of rupees in 1966-67. 

Tea, which has been one of India’s principal exports to Latin 
America, next only to jute manufactures, has been losing ground 
in the face of competition from other countries, especially Ceylon 
which has an edge over India as her price is five to ten per cent 
lower than the price of Indian tea. Besides, there is a limitation 
against increasing the export of tea to Latin America as Chile is 
the only tea drinking country in the region. In other traditional 
items like cashewnuts, coffee and iron ore also, Brazil has begun 
to challenge India most effectively. 

Vigorous steps on the part of India are therefore called for 
to project herself as capable of making a rich contribution to the 
industrial and technological development of Latin America. 
Towards this, it is essential that India gives up her present con¬ 
centration only on half a dozen countries in the region for trade. 
Although practically every Latin American country imports (tom 
India one item or the other, Argentina, Chile, Cuba, Brazil and 
Peru absorb about 70 per cent of India’s total exports to the 
region and about 80 per cent of India’s imports (torn the segion 
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are from five countries^ Argentioa* Bradf, Chile, Mexico and Peru. 
This concentration should be replaced by an extensive search for 
new trade partners. 

The industrial development programmes launched by various 
countries in the region can make India’s efforts to export her non- 
traditional items a success. Latin America offers good market 
for railway rolling stock, track materials and stores, sugar mill 
machinery industrial sewing machines, transport equipment 
and machinery, transmission lines and towers, cables, tea ma¬ 
chinery, structural steel items, etc. 

It needs no emphasis that India is in a position to supply al¬ 
most all these items. In recent years, India has won several 
international tenders to supply such items to a number of sophis¬ 
ticated markets and it should be possible for her to compete 
effectively with others in Latin America also. For historical 
and geographical reasoas, USA is the major trading partner of 
Latin America. Almost all the capital goods and machinery 
required by the region arc being supplied by the USA whose share 
of trade varies between 35 to 70 per cent from country to country. 
In recent years, other countries, particularly Russia and Japan, 
have made deep inroads into many of the Latin American mar¬ 
kets and are supplying a variety of industrial goods through 
liberal credit facilities. India cannot remain a passive spectator 
to this. 

Heartening Feature 

It is however heartening to see that in recent months many 
Indian firms have come forward to bid for tenders invited by the 
Latin American countries. The State Trading Corporation of 
India is also trying to get orders for engineering items from the 
region. It is making efforts to secure orders from the Uruguay 
Railways. This would involve India’s participation in track re¬ 
novation, re-girdcring of bridges as also supply of wagons. 

Since countries in Latin America arc faced with problems of 
foreign exchange, they cannot bo easily attracted to so distant a 
country as India for industrial goods without India offering 
certain positive incentives to do so. India should therefore enter 
into trade agreements with as many countries in Latin America 
as possible. True, in recent years India hits concluded trade 
agreements with Argentina, Brazil and Chile, providing reciprocal 
extension of most-favoured-nation treatment in rcsi:>ect of trade, 
tariff, shipping etc. 

Although the economics of Latin America are primarily agro- 
based, there are several items which India can import from the 
legion. Fertiliser can be imported from Chile, and Argentina 
can be looked upon as a supplier of cattle hides, wool as qlso 
dairy products. Our import from Brazil has been meagre though 
it rose from the annual average of Rs 2 lakhs during the first 
Plan to Rs 13 lakhs in the third Plan. India can increa'^c her 
import of precious and semi-precious stones from Brazil, especial¬ 
ly when India is able to re-export them. In respect of other 
countries such as Mexico, Peru and Cuba, India might experience 
difiicuity in increasing her imports as their principal exports 
consist mainly of primary commodities which are of less interest 
to India. However, efforts'shouid be made by periodical despatch 
trade delegations, to find out as to how best India can increase 
ber imports fkom each country in the region. It is obvious that 


India must Import more from Latin America to enable Latin 
America to import more from India. 

Lack of Indian trade representatives in many Latin American 
countries has been a serious hurdle to increased trade between 
India and Latin America. This also resulted in India being 
ignorant about the precise requirements of each country especially 
in the field of non-traditional items. The Indian trade delegation 
which visited Latin America in 1964 came across several instances 
where Indian sources of supply were not known to both importers 
and exporters of Latin America. For instance, Bolivian mine- 
owners were found to be importing jute bags from Britain and even 
from Japan since Indian exporters had not directly contacted them. 
It is essential that Indian trade representatives with knowledge of 
local languages arc stationed in almost all countries in the region, 
to study the range of products required by each country and guide 
the Indian exporters. 

Joint Ventures 

Joint ventures could be an effective way of increasing the 
exports of India’s non-traditional items to Latin America. It 
is surprising that only one joint venture, namely the Indo-Colom- 
biau venture to manufacture twist drills, has so far been set up. 
Opportunities for joint ventures exist in many other countries. 
Brazil would welcome Indian participation in jute industry 
as also sugar refining while Argentina is keen on securing Indian 
collaboration in her textile industry. Colombia offers scope for 
setting up light engineering units. Peru and Venezuela arc in¬ 
terested in securing technical co-opcration for the manufacture 
of fertilisers. 

There is no reason why India and Latin America cannot come 
closer. During the Prime Minister’s recent visit it was clear 
that several areas of common interest and agreement existed bet¬ 
ween India and Latin American countries. During the last 
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LJNCTAD meeting in New Delhi, India and Latin American 
countries shared identical views on international trade and eco¬ 
nomic development. Such identity of views should be exploited 
to bring India and the countries in the region economically 
nearer. 

Of all the developing regions in the world, Latin America 
is the least poor. Its per capita income of $ 400 is almost three 


times the per capita income of the other developing areas and six 
times the per capita income of India and Pakistan. It 1$ an area 
where industrial, agrarian and social revolution have generated 
several opportunities for a country such us India to seek close 
economic and trade relations. Fortunately, India has lately 
shown acute awareness of this, and a search for intensive and 
extensive economic, particularly trade relations, has been laun¬ 
ched. 


TAX REFORM VERSUS TAX SURCHARGE 


GERARD A- DONOHUE 


WASHINGTON : 

A VOTE for, or against, extending the surtax by a Congressman on 
th3 last day of the fiscal year, June 30, could hardly be regarded as 
solely a vote for, or against, inflation. The Administration had 
urged its passage as a vital measure to hold back spending and 
produce a budget surplus—key elements in the fight against infla¬ 
tion. But economics, politics, social policies and old-fashioned 
pressures from voters were all entwined and resulted in unlikely 
alliances of liberals and conservatives, Republicans and Demo¬ 
crats, on both sides of the bill that narrowly passed, 210 to 205. 

Probably every Congressman wants to do whatever is neces¬ 
sary to help check the inflationary pressures that have brought 
about high interest rates and price increases that have ranged as 
high as five per cent per year over the past four years. But many, 
particularly among the liberals, believe that a full scale lax reform 
bill is at least as urgent to end some glaring inequities in the tax 
structure. They reasoned that if the tax bill up for a vote were 
confined to extension of the surtax along with repeal of the invest¬ 
ment tax credit for business and removal of the poor from the 
tax rolls, a major reform bill could be postponed indefinitely. 
Forcing Quick Action 

Many who had voted for the surtax a year ago and were in 
favour of the other provisions of the bill voted against it in hopes 
of forcing quick action on such a major bill. Others believe that 
the surtax has not been as effective as promised a year ago, when it 
was first coacted, and should be abolished. 

The President fully aware of objections to the bill was determin¬ 
ed to get the surtax extension passed. In a letter to the House 
minority leader, Republican Gerald Ford, he stressed his Adminis¬ 
tration’s commitment to “prompt and meaningful” lax reform. 
On the Democratic majority side, the most knowledgeable and 
influential member of the House on tax matters. Representative 
Wilbur D. Mills, the Chairman of the Ways and Means Com¬ 
mittee, which prepares lax legislation, joined with the President. 
Even thougli ill, he appeared on the floor of the House against 
his doctor’s orders, and said, “The country needs this surtax bill 
and the country needs tax reform. As far as I’m concerned, this 
country is going to get both of them.” 

Most Congressmen, Democrats and Republicans, as well as 
economists and businessmen attribute much of the cause of the 
present inflation to deficit spending over the past several years. 
Last fiscal year, the deficit was about S 25,000 million. To finance 
this, the Federal Reserve Board was almost forced to follow an 
expansionary monetary policy. A year ago, the Congress enacted 
the tax surcharge and a limit on government spending. Although 
final figures are not reported yet, it is almost a certainty that the 


government will produce a surplus in the budget. This allows the 
Fed to be more restrictive in its money and credit policies. ^ 

While there is general agreement that these arc the correct and 
proper governmental policies. Congressmen have been under heavy 
pressure from middle income taxpayers for tax reform. Many 
have been angered by the disclosures in newspapers and magazines 
that some large corporations and wealthy taxpayers legally pay 
little or no income-tax. They can do so by investing in certain in¬ 
dustries or activities that have been given special tax incentives in 
order to stimulate production or social progress. Bonds of cities 
or states,' for example, are completely free of Federal incometax. 

As a result of various laws passed over the years for various 
purposes, and almost never removed when the need is passed, the 
American tax structure must be one of the most complicated in 
the world. It will prove difficult to tear it down and build up a 
new' one without causing new hardships or perhaps writing in 
future inequities. But the Administration and the Congress are 
already hard at work on preparing a major tax reform bill which 
they hope to have ready for debate within a few months. Mean¬ 
while, the surtax bill moves to the Senate for consideration. 
Senate leaders of both parties have indicated that they expect 
favourable reception. 

Hmtetn ^conomiit 25 

JULY 14, 1944 

The International Monetary Conference which opened at Bre- 
tton Woods about a fortnight ago, is only one of the first in the great 
series of vital international economic conferences which wotild 
be taking place during this near-peaco and the immediate post¬ 
war period. The world economy has been violently wrenched 
out of its pre-war bearings by the compelling pressure of the global 
war. It would be some time— and not without an initial period 
of acute stress and strain — before the world economy settles down 
to function in an orderly manner at a new equilibrium level. 
But during this interregnum of instability and uncertainty, all the 
different nations will be manoeuvring for position and advantages 
and staking their claims round international tables.** The results 
of these international conferences and negotiations will have de¬ 
cisive effects on the course of economic development in the various 
countries after the war. Unless we can press our legitimate claims 
vigorously at international venues during the crucial period in our 
economic history, we are likely to find oufselves worsted at every 
turn in the strenuous period that is likely to ensure at the end of 
the war. 
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THAT THE Prince Minisier is a woftiao of 
moods and is apt to be peevish and petulant on 
the slightest provocation or without anyjprovoca- 
tioo at ail is, of course, one of tl>c less well- 
kept secrets of her court. Even so. her grace¬ 
less and tactless reaction to a question about the 
visit which Mr Nixon was planning to make to 
New Delhi, which was put to her at a luncheon 
meeting which she had with foreign corres¬ 
pondents in Jakarta, is too serious an aberration 
to be passed over merely in pitying silence. 
Not all the explanations given by iIk govern¬ 
ment's spokesmen in New Delhi or by the 
Prime Minister herself can cover up the lack 
of propriety of the remark attributed (o her in 
newspaper reports of the incident. 

As the story goes, Mrs Gandhi showed 
surprise when President Nixon's projected visit 
to New Delhi was mentioned and said that 
**no head of state can come to India without tlic 
Prune Minister knowing about it”. Jf it is 
claimed that this is the way the Prime Minister 
chose for honouring protocol requirejnents. 
according to which the Government of India 
should not say anything about the US Presi¬ 
dent's prograjnme before 4hcrc has been an 
official Washington announcement about it, 
all that 1 can say is that the Prime Minister of 
India should be able to choose her words more 
carefblly. What is perhaps even more impor¬ 
tant is that she should be extrejnely careful 
of the tone of her voice on occasions such as 
this. As it is, she was reported to have “replied 
rather sharply”. What was there for her to be 
“sharp" about? 

Incidentally, granted that it would not have 
been proper for her to talk about Mr Nixon’s 
progranune of visiting New Delhi before the 
US government had officially announced it, 
what could have prevented Mrs Gandhi from 
showing normal courtesy to the head of state 
of a friendly country, which she could easily 
have done by saying that the government of 
India and she as the Prime Minister would be 
glad indeed if the US President could visit 
New Delhi? As it is, the curlncss and irritability 
she showed on the occasion have certainly 
left a bad taste in the mouth. 

• * 

In contrast to the impulsive and thoughtless 
outburst of the Prime Minister about the 
recent visit, the Deputy Prime Minister com¬ 
mitted what was clearly a calculated "indis¬ 
cretion' * when he declared in Calcutta recently 
that the central government was.watching the 
law and order and industrial situation in West 
Bengal and would act when the time was ripe. 

}t was only to be expected that Mr Jyotj Basu 
would deliver the obvious rejoinder that Mr 


Desai was holding out an improper ihrcat to a 
legally constituted state ministry and it is quite 
possible that constitutional pundits or purists 
may try to find fault with the Deputy Prime 
Minister for violating the proprieties of centre- 
state relations in a federal constitutional set¬ 
up. The brutal truth, however, is that, as the 
authority ultimately responsible for national 
security and good government in all parts of 
the land, tlie central government ha.s a clear 
right of overlordship where issues of law and 
order arc involved. It may, therefore, be left 
to the judgment of its leaders to reiterate this 
position publicly so that nobody is left in 
doubt of the hard realities. Mr Desai's unequi¬ 
vocal declaration of the GovemnKnt of India’s 
stake in the peaceful progress of West Bengal 
has been a legitimate boost to the morale not 
only of the business community in West Bengal 
but also a much w ider public which is becom¬ 
ing increasingly uneasy over (he inability of (he 
leaders of the CP(M) to keep the cxtrcjiiisi 
elements in that party in check. The law-abid* 
i.ig sections of the people of West Bengal need 
notany longer feel coiiHsellcd to reconcile ihciii- 
sdves to buying a precarious peace at any cost 
from political parlies who may have no real 
intention of allowing the economy of the slate 
to develop in an orderly manner. 


The State Bank of India and, in particular, 
its chairman (who recently came to occupy that 
position) no doubt deserve to be congratulated 
on the firmness with which they dealt with the 
strike of the supervisory staff. It may be readily 
conceded, of course, that the authorities of the 
bank had the advantage of being fully backed 
by the Finance Ministry of the Government 
of India and the Deputy Prime Minister 
personally in their insistence on the right of a 
management to manage. Fven so, Mr Talwar 
and his colleagues in the top hierarchy of I he 
State Bank did show' commendable guts in 
resisting from the start and to the end the pres¬ 
sures to which they were being subjected by 
the agitational taciic'i of the SBI Officers* 
Association. 

This makes me all the more sad that Uierc arc 
features attending the settlement of the strike 
which may not serve the cause of discipline. 
It has been disclosed, for instance, that the 
nrianagemcnt “reassures that there will be no 
victimisation of officials”. The word “victimisa¬ 
tion' in the context in which it has been used 
here, is clearly a question-begging description. 
The strike, which was an illegal strike, came as 
the culmination of a series of gross acts of in¬ 
discipline on the part of certain members of the 
supervisory staff of the State Bank ol India. 


If these officials and others who may have 
led or actively parlicipaled in the illegal strike 
are to be duly punished, it would certainly not 
be a case of victimisation. 

Arc wc to presume that the State Bank has 
reconciled itself to forgoing its right to take 
disciplinary action against these officials? 
Surely this cannot be treated as a family affair 
of the Stale Rank of India since this institution 
happens to be an essential public utility. Many 
thousands of people having business with the 
bank were greatly inconvenienced for a number 
of days for no fault of theirs, while the com¬ 
merce and industry of llte country were also 
pul to serious difficulties. The public therefore 
has a right to be told how the management of 
the State Bank propose.s to deal with its erring 
officials. Unless the community can have 
confidence in the willingness and ability of the 
management to take disciplinary action 
against such of its officials as have been guilty 
of irresponsibly disrupting the essential 
services which the bank performs it may not 
be possible for it to dismiss the recent strike 
from its memory as a bad dream. 

This being the case, J am as much irritated as 
amused by a post-strike advertisement by the 
State Bank which was oozing sympathy for the 
strikers who had at last seen the error of their 
ways. The mawkish sentimentality of this 
gesture of taking the prodigals back into the 
bosom of the State Bank family was quite in¬ 
consistent with (he gravity of the issues raised 
by the strike. 


Mr R. Venkataraman, Member for Industry 
in the Planning Commission, has been finding 
himself out of his depth ever since he had to 
leave the confines of a state government for the 
open sea of national economic planning. 
Recently, speaking on the problems of the jute 
industry to an audience in Madras, he was re¬ 
ported to have made the amazing statement that 
this country was in danger of losing its "mono- 
IHily * of the international trade in jute goods. 
Here surely is a Rip Van Winkle come to life. 
Who gave Mr Venkataraman the information 
that India is enjoying at present anything like 
a “monopoly” of the jute trade? In sacking 
wc have become a minor partner of Pakistan 
and our share is continuing to dwindle. As 
regards jute goods as a whole, Other packing 
materials and more significantly synthetics arc 
offering effective competition at every point. 
Where, then, is this monopoly which Mr Venka¬ 
taraman is afraid of our country losing? 

V. 8. 
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Trade Winds 


PRIME MINISTER S TOUR 

THE PRIME Minister, Mrs Indira Gandhi, 
returned on July 3 after a lO-day 
tour of Japan and Indonesia. While she 
was in Japan, the Prime Minister of Japan, 
Mr Eisakii Sato, promised active co-opera¬ 
tion in the building of Visakhapatnam 
port for sliipmcnt of iron ore and coal. It 
was decided that the details be worked out 
througl) regular diplomatic channels. In 
regard to the Cambay Bay oil development 
project, this country would like to develop 
the resources by herself and asked for 
Japan's technical co-operation. The joint 
communique issued at the end of the Prime 
Minister's visit to Japan stated that the 
Prime Minister of Japan agreed to resume 
project aid to this country starting with the 
development of the outer harbour at 
Visakhapatnam and oil exploration. It 
was decided that consultations would be 
held between the two governments in the 
near future to work out detailed arrange¬ 
ments for this purpose, .t^hc communique 
stated. The two prime ministers recognised 
the scope for further growth of trade both 
ways and agreed to hold close consultations 
at various levels to ensure long-term 
development of trade relations between the 
two countries on the basis of greater diver¬ 
sification and complementarity. 

In Indonesia, the Prime Minister, Mrs 
Gandhi, and President Suharto of Indonesia 
agreed on increased co-operation between 
the two countries. A joint consultative 
committee of the two countries was likely 
to be set up to work out the details. While 
areas of co-operation remained to be identi¬ 
fied it was learnt that this country would 
offer a second credit to Indonesia. The 
first credit was of Rs 10 crorcs. This 
country is likely to provide training to 
about 500 Indonesian technicians over five 
years, aid the railway i-ehabilitation pro- 
gramino and supply agricultural machinery 
and electrical transmission and general 
equipment to Indonesia. This country 
would buy non-ferrous metals from Indo¬ 
nesia and supply engineering goods. 

COLD CONTROL ORDINANCE 
The Oold (Control) Amendment Ordi¬ 
nance, 1969, was promulgated on July 3, 


1969. it came into force with immediate 
effect. By this ordinance. Sections 27 (2) 
(d), 27 (6), 32, 46. g8 and 100, which had 
been declared invalid by the Supreme Court, 
have been revi.sed having regard to the 
observations of the Court. Section 5 (2) 
(b), which had also been invalidated by the 
Court, has been omitted from the Act. 
The other provisions of the Gold (Control) 
Act which are being amended by this ordi¬ 
nance are : Section 8 (2) relating to ac¬ 
quisition and transfer of ornaments, sec¬ 
tions 17 (2) (d) and 17 (6) relating to re¬ 
finers, Section 26 relating to disposal of 
gold recovered during silver refining, 
Section 31 relating to acquisition of gold 
ornaments by licensed dealers. Sections 39 
(2) (c) and 39 (4) relating to certified gold¬ 
smiths; Section 50 relating to cancellation 
of licences and certificates and Section 114 
relating to the power of the union govern¬ 
ment to make rules. The full text of the 
ordinance is reproduced in Records and 
Statistics section of this issue (Pp. 91-94). 

POWER PROJECTS CONSORTIUM 

The Government of India has established 
a consortium of five public sector under¬ 
takings to handle all business connected 
with electric power projects and ancillary 
services, both within the country and ab¬ 
road. The five members of the consortium 
are : Bharat Heavy Electricals Ltd., New 
Delhi; Heavy Electricals (India) Ltd, 
Bhopal; Instrumentation Ltd, Kota; Min¬ 
ing and Allied Machinery Corporation 
Ltd, Durgapur; and Triveni Structurals 
Ltd, Naini, Allahabad. The consortium 
has been registered as a company under the 
the Indian Companies Act, under the name 
'‘Indian Consortium for Power Projects 
Private Limited" with an authorised capital 
of Rs 30 lakhs. It will co-ordinate the 
production programmes of member com¬ 
panies in the light of demands, capacity, 
customers’ specifications and delivery 
schedules. It will also take up contracts 
within the country and abroad for manu¬ 
facture and commissioning of all kinds of 
equipment required tor power projects. 
It will undertake export promotion activi¬ 
ties for establishing power stations and 
transmission systems in foreign countries 
and will undertake and promote technical 


research for import substitiRki^ 
consortium will be managed by 
directors of not more than 10 poi ^ , 
be nominated by the President. ‘ -ifL 

-'v '' 

ALUMINIUM RESEARCH INSTITU^. 



A proposal to set up an aluminiittn^ 
search institute is being considered by the. 
Ministry of Petroleum & Chemicals aod 
Mines & Metals. The sub-committee 
up by the Department of Mines & Metals 
on the question of suggesting a suitable 
organisation for meeting the needs of the 
aluminium industry in the country, has 
recommended the proposal. The institute ^ 
will aim at filling up some of the 
existing gaps in the field of technology in 
aluminium industry for which the country 
is dependent on foreign assistance. To 
begin with the committee has proposed that 
the institute can take up bauxite testing and 
interpretation of data, development of 
aluminium alloys and facilities for fabri¬ 
cation and handling of current opera¬ 
tional problems of the aluminium produ¬ 
cers. The institute will act as an informa¬ 
tion centre for collection and dissemination 
of technical information and serve as a 
catalyst in the development of new appli¬ 
cations of aluminium. 


COMMITTEE ON REFINERY 
The Government of India has extended 
the term of the experts* committee, set up to 
study and report on tcchno-cconomic 
feasibility of locating another oil refinery 
in Assam, for a period of two months. Th© 
committee has held several meetings and 
collected considerable amount of relevant 
information and data. In order to give 
fullest opportunity to the authorities of the 
Government of Assam to make their contri¬ 
bution to this study and to estimate more 
correctly the proved reserves of crude in 
Assam, the committee had asked the go¬ 
vernment to extend the period by another 
three months. 

RIGS FROM BELGIUM 

Receiving recently a gift of drilling rigs 
on behalf of the Indian Freedom From 
Hunger Campaign. Mr A.P. Shinde. union 
Minister of State for Food and Agriculture, 
stated that these highly sophisticated rigs 
presented by Belgium would be most suit¬ 
able for drilling wells in arid and semi- 
arid areas of Rajasthan and Gujarat. He 
explained that the number of field projects 
under FFHC went up to \96 as against 114 
two years ago. The quantum of assistance 
arranged and being negotiated also in¬ 
creased considerably. The assistance for 
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30 projects implemented so far was Rs 
58.92 lakhs. The 53 projects under vari¬ 
ous slaves of completion were to receive 
Rs 48,4 crores by the time they were 
completed. 

LEIPZIG FILM FESTIVAL 

This country will take part in the XII 
international Leipzig documentary and 
short film festival to be held from November 
15 to 22, 1969. The Information and 
Broadcasting Ministry has requested the In¬ 
dian Documentary Producers’ Association, 
Controller of Films Division, Bombay, 
and the Film Institute of India, to send in 
particulars of suitable films. 

PLOVDIV FAIR 

The Plovdiv Interntional Fair in Bul¬ 
garia is to be held between September 21 
and 30, 1969. This will be the twe- 
nt>-fifth year of the fair. Every year 
between 40 and 45 countries participate 
in this fair with their national pavilions, 
besides a large number of private exhibi¬ 
tors. The transactions concluded at the 
twentieth fair were of the order of S 334 
million which reached a level of S 650 
million during the tvventythird fair. This 
country participated in the fair for the 
first time in 1966 after which participation 
has been an annual event. Several trans¬ 
actions were concluded for the export of 
cuginecring goods and some nor. Iradilional 
ilnus $(tcli as che/nicals, dii![?s niiil cdUjM- 
mer goods to Bulgaria. The participation 
of this country helps the Bulgarian im¬ 
porters to have a full view of export possi¬ 
bilities from this country. In the 1969 lair, 
which also is a jubilee year, Bulgarian 
machine building industry will participate 
with more than 4,000 items including 
many new machines and devices. 

W. GERMAN FOOD AID 

An agreement on food assistance to this 
country from the Federal Republic of 
Germany was signed recently in New 
Delhi. According to this agreement 
West Germany will grant this country 
64,000 tons of wheat in 1969. Another 
26,000 tons of wheat w'ill be the West 
German contribution to the multilateral 
European Economic Community grant for 
this country, for which an agreement has 
already been signed. This food aid. the total 
value of which is approximately Rs 4.3 
crorcs, is part of the International Grains 
Agreement 1967 (Kennedy Round). The 
Food Aid Convention, which came into 
force on July 4. 1968, provides for an an¬ 


nual amount of 4.5 million tons of food- 
graias to be given as a grant to deve¬ 
loping countries over a period of three 
years from 1969. 

FERTILIZER DELEGATION 

A delegation on behalf of the Fertilizer 
Corporation of India will leave New Delhi 
for Teheran shortly for discussions with 
the Iranian authorities on drawing up a 
feasibility report on the proposed am¬ 
monia project to be jointly owned by Iran 
and this country. The two governntents are 
proceeding on the assumption that it will 
be possible to commission the project 
tow'ards the end of 1972—a year and a half 
after the work is started about the middle 
of next year. The detailed project report is 
expected to be ready within a year from 
now. Both the governments arc keen on 
cutting dow^n procedural delays so that 
the project is expedited. Apart from its 
consideration by the Committee on Petro¬ 
leum and Petrochemicals set up by the 
Joint India-Iran Commission and later by 
the Co-ordinating and Implementation 
Commission, the two governments will 
also simultaneously consider the conclu¬ 
sions so that decisions arc reached expedi¬ 
tiously. 

INDO-TUNISIA VENTURES 
The Tunisian Foreign Minister, Mr 
Habib Bourguiba Jr., discussed with the 
iDiion Minisler for Ijidiislrial Development, 
Mr Fakhruddm All Ahmed, the possibility 
of joint Indo-Tiinisian ventures in Tunisia, 
particularly in the direction of building up 
assembly plants for commercial vehicles, 

Mr Ahmed informed Mr Bourguiba that 
this country was in a position to provide 
a variety of components and machine tools 
for setting up ancillary and small-scale 
industries which were necessary for solv¬ 
ing the unemployment problem in deve¬ 
loping countries. This counti*y could also 
extend help in the manufacture of consumer 
goods in Tunisia. 

SWEDISH LOANS 
Letters were exchanged recently between 
the Swedish Ambassador in this country, 
and the Special Secretary, Department of 
Economic Affairs, Ministry of Finance, for 
enhancement of the period of repayment 
of the first two Swedish development 
loans to this country. Agreements had been 
signed bctvvccn the two governments in 1964 
and 1966 for Swedish development aid of 
S. Krs 24 million (Rs 3.48 crorcs) each 
providing a repayment period of 20 years 


JulylUi96> 

with an initial grace period of five years. 
The Swedish authorities indicated their 
willingness for enhancement of this repay¬ 
ment period in keeping with their general 
policy of liberalized terms of development 
credits. I'his repayment period has been 
enhanced to 25 years with an initial grace 
period of 10 years in the case of each of 
these two agreements, 

H.M.T. EXPORTS 

Hindustan Machine Tools crossed the 
onc-crore-rupccs mark in exports in 1968- 
69. HMT products have gone to the USA 
Australia, New Zealand, Ceylon and coun¬ 
tries in Europe. In Ceylon. HM Thad tied 
itself with M/s. Ceylon Steel Corporation 
for the establishment of a machine-tool 
factory. HMT recently signed an agree¬ 
ment with Gardner Machinery Ltd., Toro¬ 
nto. Canada, according to which the 
Canadian firm will be the selling agents of 
HMT in Canada and the cast coast of USA. 

ADVISORY COUNCIL ON FOOD 

The Government of India has decided to 
constitute an advisory council of represen¬ 
tatives of producers, foodgrains trade, 
consumens, co-opcrati\cs and other con¬ 
cerned interests in order to create a proper 
climate of opinion and an understanding 
of the part each section of society has to 
play in the implementation of national 
food policies. The council is expected to 
meet at least twice a year. The union 
Minister for Food, and Agriculture will 
be the chairman and the Minister of State 
for Food and Agriculture vice-chairman 
of the council. 


^‘Wouhl It not strain the host gOYfmment 
to accord privileges and immiiiillies to so* 
many? 
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Company Affairs 


RUBY GENERAL 

MR. B. P. KHAITAN, Chairman, Ruby 
General Insurance Co. Ltd stated at the 
ajinua) general meeting held recently that 
during the year coded December 31, 1968, 
net premium of the company increased to 
Rs 369.95 lakhs from Rs 326.55 lakhs last 
year. The working for the year, therefore, 
revealed a profit of Rs 45.57 lakhs as 
against Rs 26.10 lakhs in the previous year. 
The chairman stated that a sum of Rs 10 
lakhs was capitalised for issuing bonus 
shares in the ratio of 1:6. The proposed 
dividend of Rs 1.25 per share is payable 
on the increased capital. He added that 
the directors have decided to further capi¬ 
talise Rs 10 lakhs and issue bonus shares 
in the ratio of 1:7 after receiving the consent 
of the Controller of Capital fssucs. 

Mr Khaitan pointed out that the year saw 
the adoption of Insurance (Amendment) 
Act, 1968, which became effective from 
June 1. 1969. He hoped that wide powers 
given to the Controller of Insurance would 
be used judiciously, so that there is no 
difficulty for insurance companies in ren¬ 
dering .service to the insuring public. The 
chairman further stated that reduction in 
the commission rates has caused concern 
because agents catering for small business 
will find it difficult to operate efficiently. 
He added that savings on account of reduc¬ 
tion in the commission rates will be passed 
on to the insuring public as a whole by way 
of reduction in the premium rates. The 
chairman stated that this reduction in the 
premium rates is likely to aggravate the 
increasing cost of management and it wiil 
become difficult for the insurance companies 
to stay within the prescribed limit of ex¬ 
penses. Mr Khaitan observed that claims 
in the motor department both in respect 
of material damage and third party liabi¬ 
lities, have been causing concern. He hoped 
that the motorists would take advantage 
of the recent increase in the ‘no claim 
bonus* and will make all efforts to keep 
(heir policies claim-free. 

MADRAS ALUMINIUM 
Mr R. Venkataswamy Naidu, Partner, 
Managing Agents, Madras Aluminium 
Company Ltd, stated at the annual general 


meeting of the company held recently 
that the year 1968 was significant in the 
sense that it was possible to clear off the 
arrears of preference dividend and to pay 
the preference dividend and the equity 
dividend at eight per cent for the year. 
He was confident that the company would 
be able to improve its profitability in the 
following years. Mr Naidu stated that 
improvement in performance was achieved 
because of the expansion of production 
capacity by 25 per cent. Talking about 
exports Mr Naidu stated that there are 
good possibilities to develop export mar¬ 
kets but, unfortunately, the government 
has not sanctioned any cash subsidy or 
import replenishment licence for the ex¬ 
port of aluminium. He added that to 
strengthen the competitive stature of (he 
producer in this country, the government 
should neutralise the higher production 
costs. 

Mr Naidu pointed out that the avail¬ 
ability of raw materials has caused some 
concern to the company. The prices of 
caustic soda, calcined petroleum coke and 
pitch have gone up thereby increasing the 
cost of production. The price of pilch, 
he added, has been increased by over 75 
per cent by the Hindustan Steel Ltd. He 
further added that the company proposed 
to expand its capacity to 25,000 tonnes and 
establi.sh rolling mills and gas extrusion 
presses. The company has already increased 
production capacity for alumina to cater 
to the needs of 18,000 tonnes of aluminium 
production. He hoped that the company 
NN iJI be able to complete the major part of 
its expansion programme before (he end 
of 1970. 

SOUTH INDIA SHIPPING 

Mr J. H. Tarapoic, Chairman, South 
India Shipping Corporation Ltd, staled at 
the annual general meeting held recently 
that the net disposable amount during the 
year 1968 is Rs 172.65 lakhs after making 
provision for interest and depreciation. He 
added that in order to consolidate the finan¬ 
cial position of the company a sum of 
Rs 132.19 lakhs has been transferred to 
the development rebate reserve and Rs 40 
lakhs to general reserve. A dividend has 


been proposed to be paid at the rate of 
7.5 per cent on the equity paid-up capital. 
He pointed out that in a depressed market 
correct positioning of vessels, i^fpr each 
voyage requires a careful study of the world 
market conditions, anticipated' movement 
of cargoes and of competing ves^Is. 

The chairman pointed out that the com¬ 
pany in association with other bulk carrier 
owners has emphatically refused to pay the 
revised unilateral increase of premium 
ratings of bulk carriers sought to be levied 
by the Indian Hull Committee. He added 
that in a recent letter the Committee has 
informed the company that its insurers had 
been advised to collect the revised premium 
for the year 1968-69 and obtain an agroe- 
nicnt to pay renewal rates which might be 
quoted for the ensuing year, before the 
next renewal. He pointed out that the 
company proposes to lake necessary stops 
to protect its interests in this context. 

Commenting on the state of shipping in 
this country, the chairman pointed out that 
in the absence of favourable credit facilities 
from foreign governments and shipbuild¬ 
ing yards, the growth of shipping has slow¬ 
ed down during the last two years. He 
indicated that under these circumstances, 
the government should extend suitable 
benefits and subsidies to shipowners in this 
country in order to ensure continuous 
development. He suggested that the govern¬ 
ment can offer operational subsidy, es¬ 
pecially to those who open new routes or 
diversify tonnage to meet the changed 
pattern of our trade. Such measures would 
also assist in the expansion of exports, he 
added. 

CENTLTRY 

Birla G\^aJior Private Ltd ceased to be 
managing agents of Century Spinning & 
Manufacturing Co. Ltd on June 30, 1969. 
At a meeting of the board of directors of 
the company held on July I, it ha.s been 
decided that the company is to be managed 
by the board. Mr R. D. Birla has been re¬ 
elected chairman of the company. 

ESCORTS 

The subscription list for Escorts Ltd’s 
Rs 25-lakh public issue of 25,000 9.5 per 
cent (free of company's tax) redeemable 
cumulative A class preference shares of 
Rs 100 each at par will open on July 21 and 
close on July 31 or earlier, but not before 
July 24. The sluires are redeemable after 
12 years but not later than 15 years from 
the date of allotment. The issue will help 
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fin:ince ihc m.iniifi^cture of agricultural 
machinery and component parts. 

PRKSIOIJTE 

Ffc«*iolito of India Ltd entered the capi¬ 
tal market on July 7 svith an issue of 7J18 
i9.5 iHfr cent) cumulative redceniablc, free 
oi company's tax. preference shares of Rs 
J()0 each (but subject to deduction of tax 
at the prescribed rate). These preference 
shares are to be redeemed at par not earlier 
than December 1975 but not later than 
December 1, 1980. The issue was proposed 
to be closed on July 14 or earlier at the 
discretion of the directors but not before 
July 10. The company has been producing 
ignition coils, voltage regulators, solenoids, 
head lamps, horns, horn relays etc. To 
extend its activities, the company obtained 
further industrial licence for the manufac¬ 
ture of distributors and windscreen wiper 
assembly and entered into a supplementary 
collaboration agreement with its colla¬ 
borators. The purpose of this issue is to 
provide part of the finance required for the 
manufacture of new' items. 

GLOBE AUTO 

Globe Auto Electricals Ltd has reported 
its order book position as satisfactory. 
The turnover is expected to be maintained 
in the current year. The company has 
iinaJised its plans for expansion and diver- 
siheution taking into consideration the 
transport targets envisaged in the fourth 
Plan. The government has approved the 
company’s collaboration with Bendix Cor¬ 
poration of the USA. It has al.so decided to 
manufacture starting motors for diesel 
vehicles with special emphasis on tractor 
applications. The government sanction has 
been obtained. With the implementation 
of these programmes, the company’s turn¬ 
over is expected to increase. 

ENGLISH ELECTRIC 

The working of the English Electric Co. 
of India Ltd during the six-month period 
October 1968 to March 1969 has resulted 
in a loss of Rs 3.99 lakhs after providing 
Rs 8.01 lakhs for depreciation and Rs 3.80 
lakhs for development rebate reserve. After 
providing Rs J4,308 for capital reserve, 
there is a total loss of Rs 4.14 lakhs. The 
dneciors have proposed to pass over the 
equity dividend for the period. The company 
has changed its accounting period from 
October-September to April-March. Sales 
during the half-year ended March 31, 1969, 


have amounted to Rs 2.13 crores as against 
Rs 4.40 crores for the previous 12-month 
period. 

SYNTHETICS AND CHEMICALS 

Kilachands will remain as sole selling 
agents of Synthetics and Chemicals Ltd for 
a further period of five years, according to 
the result of the poll announced by Mr 
Tulsidas Kilachand, chairman of the com¬ 
pany, recently. Votes cast in their favour 
aggregate 247,480, while those against 
arc 227,309. The poll was taken at the extra¬ 
ordinary general meeting of the company 
on April 28. The meeting, it may be recalled, 
had been convened to consider the re¬ 
appointment of Messrs Kilachand Dev- 
ciiand and Co. Private Ltd as sole selling 
agents of the company. 

CALICO 

The Ahmedabad Manufacturing and 
Calico Printing Co. Ltd proposes to step 
up the total equity dividend for 1968-69 
by a rupee to Rs 19.75 per share with the 
announcement of a higher final dividend 
of Rs 12.25 per share against Rs 11.25 
for the previous year. A portion of this di¬ 
vidend is likely to be exempt from tax. 
The company has recorded larger gross 
profit of Rs 321.26 lakhs against Rs 274.94 
lakhs for the previous year in line with the 
rise in its turnover to Rs 28.23 crores from 
Rs 23.19 crores. Depreciation claims 
Rs 121.10 lakhs, taxation Rs 68.91 
lakhs, development rebate reserve Rs 25.25 
lakhs, managing agents* remuneration 
Rs 9.92 lakhs and general reserve Rs 71 
lakhs. The company’s experts for the year 
amounted to Rs 3.25 crores which showed 
a rise of more than 23 per cent. As part of 
the PVC expansion scheme based on 
naphtha, the company has placed orders 
for a caustic soda-chlorinc plant with a 
capacity of 16,500 tonnes per year. The 
directors have proposed to increase the 
authorised capital of the company from Rs 
5 crores to Rs 6.25 crores. 

HERDILLIA CHEMICALS 

Hcrdillia Chemicals Ltd hopes to achieve 
a turnover of about Rs 5.80 crores in the 
current year against Rs 3 crores in 1968. 
The company has not been able to pay its 
maiden dividend. It has to wipe out the 
carryforward loss of Rs 1.39 crores. As¬ 
suming that there will be no loss in the 
current year, the company will have to pro¬ 
vide for a development rebate of about 
Rs 3.5 crores. This will be possible only 


from the profits for the next two or three 
years. The chairman of the company has 
assured the shareholders that the directors 
are anxious to declare a maiden dividend 
as early as possible. Ail the plants are run¬ 
ning satisfactorily. The company has plans 
to circulate half-yearly statement of ac¬ 
counts to shareholders and the first such 
statement will be circulated in August. 

ATLAS COPCO 

Atlas Copco India has received another 
export order to supply I .OCX) rock drills to 
Atlas Copco AB, Sweden. Only two months 
ago, an order R|j^300 rock drills was re¬ 
ceived by the company and first consign¬ 
ment of 200 rock drills was sent {(pearly 
May 1969. This order was received after an 
extensive test of the rock drill made in this 
country. The product of the Poona plant 
w ill now be used all over the world in civil 
engineering and mining works. 

COLOUR-CHEM 

Coloiir-Chem Ltd has recorded gross 
profit for the year ended March 31, 1969, 
at Rs 115.25 lakhs against Rs 59.94 lakhs 
for the previous year. Its sales have in¬ 
creased to Rs 6.47 crores from Rs 5.U) 
crores. The directors of the company 
have, however, proposed to maintain equity 
dividend at Rs 12 per share for the year. 
The provision for depreciation is Rs 22.61 
lukhs. A sum of Rs 2.88 lakhs has been 
allocated to the development rebate re¬ 
serve. The provision for taxation is subs¬ 
tantially higher at Rs 50.25 lukhs against 
Rs 19.30 lakhs. This leaves a net profit 
of Rs 39.53 lakhs against Rs 17.12 Jaklis. 
The directors have transferred a sum of 
Rs 39.60 lakhs to the general reserve. The 
proposed dividend will claim Rs 21 lakhs 
and will be paid out of the general reserve. 
In the previous year, a sum of Rs 18.50 
lakhs was transferred to the dividend re¬ 
serve. 

NEW INDIA ASSURANCE 

The New India Assurance Co. Ltd has 
earned a pre-tax profit of Rs 202.83 lakhs 
during 1968 against Rs 71.36 lakhs for 
1967. The spurt in the profit is largely due 
to an improvement in the working of the 
marine department, which k^s earned a 
profit of Rs 4.31 lakhs against a loss of 
Rs 103 lakhs in the previous year. The 
directors of the company have already pro¬ 
posed to maintain the equity dividend of 
Rs 6 per share^ or 40 per cent for the year. 
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The total net premium iooome of the com¬ 
pany Ivis increased to Rs 24.08 crores from 
Rs 22.83 crores in 1967. The net prmium 
from the fire department has increased to 
Rs 8.49 crores from Rs 7.81 crores and that 
in the miscellaneous department to Rs 

10.86 crores from Rs 10.16 crores. The 
premium on marine department has de- 
lined slightly to Rs 4.73 crores from Rs 

4.86 crores. Out of the pre-tax profit, a 
sum of Rs 82.28 lakhs has been provided 
for taxation, leaving a net profit of Rs 
120.52 lakhs against I||||,61.24 lakhs. A 
sum of Rs 30 lakhs has oeen transferred 
to the general reserve and Rs 90.52 lakhs 
to dividend reserve. The proposed equity 
dividend will claim Rs 91.15 lakhs and will 
be paid out of the dividend reserve. 

ELECON ENGINEERING 

Elccon Engineering Co. Ltd has decided 
to declare tax free dividend of 6 per cent 
for the year 1968. There was a 20 per cent 
rise in the sales during the year to Rs 2.48 
crores. in spite of heavy competition and 
recession faced by the engineering in¬ 
dustry. The value of outstanding orders 
as on December 31, 1968, amounted to 
Rs 4.70 crores. The loan of Rs. 20 lakhs 
sanctioned by ICICI was ebtained by the 
company and all the machines and handl¬ 
ing equipments have already been installed. 
With these additional manufacturing faci¬ 
lities higher production and better working 
results are expected to be achieved. The 
company hiis commenced the manufacture 
of vibrating feeders and automatic bag 
filling and weighing machines. The first 
major order valuing approximately Rs 12 
lakhs for automatic bag filling and weighing 
machine has been soured. The company has 
orders to manufacture nearly 30 vib¬ 
rating feeders along with various conveying 
plants. 

UNIT PRICE 

The sale price of units during the spe¬ 
cial offer period, commencing from July 1. 
1969, is Rs 10.20 per unit, the Unit Trust 
of India announced in Bombay on June 
30. The units arc being sold at this price 
throughout July. There will be no repur¬ 
chases of units during the special offer 
period. Repurchases will be resumed from 
August 1, 1969, the Trust stated. 

CAPITAL AND BONUS ISSUES 

Consent has been accorded to eight 
companies to raise capital amounting to 
Rs 84.62 lakhs.^ix of them are to issue 


bonus shares totalling Rs 37 lakhs and the 
amount of bonus shares ranges between 
Rs 1 lakh and Rs 18 lakhs. The consents 
arc valid for 12 months. The following arc 
the details: 

New Cinnatolliah I'ea Company Ltd, 
Calcutta, has been accorded consent to 
capitalise Rs 2,50,000 out of its capial 
reserve and issue fuJl>’ paid equity shares 
of Rs 100 each as bonus shares in the ratio 
of one for two equity shares held. 

Goodwill India Ltd, New Delhi, has been 
accorded consent to capitalise Rs 2.50,000 
out of its genera! reserves and issue fully 
paid equity shares of Rs 10 each as bonus 
shares in the ratio of one for five equity 
shares held. 

New Haven Steel Ball Corporation Pri¬ 
vate Ltd, Bombay, has been accorded 
consent to capitalise Rs 1,00,000 out of its 
undistributed profits and issue 1,000 fully 
paid equity shares of Rs 100 each as bonus 
shares in the ratio of one for nine equity 
shares held. 

Raptakos Brett and Company Private 
Ltd, Bombay, has been accorded consent 
to capitalise Rs 12,00,000 out of its general 
reserves and issue fully paid equity shares 
of Rs 50 each as bonus shares in the ratio 
of two for nine equity shares held. 

Satish Textiles Private Ltd, Cambay, 
lias been accorded consent to capitalise 
Rs 1,00,000 out of its free reserves and 
issue fully paid cquit} shares of Rs 100 
each as bonus shares in the ratio of one 
tor two equity shares held. 

David Brown Grcaies Ltd, Bombay, has 
been accorded consent to capitalise Rs 
18,00,000 out of its general reserves and 
issue fully paid equits shares of Rs 100 
each as bonus shares in the ratio of two for 
five equity shares held. 

Blue Star Engineering C ompany (Bombay) 
Private Ltd, Bombay, (on conversion into 
a public compan\ under the name 
BLUE STAR Ltd) has been accorded 
consent to issue share capital of Rs 23,50,000 
divided into 2,00,000 equity shares of Rs 
10 each, and 3,500 cumulative preference 
shares of Rs 100 each carrying dividend 
at 7.8 per cent free of company’s tax but 
subject to deduction of taxes at source at 
the prescribed rates (with option to con¬ 
vert into equity shares). All the shares 
will be issued for wh at par to tnc pjolic 


througli issue of a prospectus. The pro* 
cceds of the issue arc to be utilised for 
financing company’s programme of ex¬ 
pansion. 

Poona Industrial Hotel Ltd, Poona, has 
communicated to government of its pro¬ 
posal to issue capital of Rs 24,12,000 under 
clause 5 of the Capital Issues (Exemption) 
Order, 1969, divided into Rs 14,12,000 in 
equity shares of Rs \00 each and Rs 
10,00,000 in 9.5 per cent cumulative re¬ 
deemable preference shares of Rs 100 
each, to he issued for cash at par to the 
members of public through issue of a pros¬ 
pectus. The proceeds are to be utilised for 
financing completion of the hotel project 
undertaken by the company. 

ITCENCES AND LETTERS OF 
INTENT 

The following licences and letters of in 
tent were issued under the Industries (De¬ 
velopment and Regulation) Act 1951 dur¬ 
ing the seven weeks ended March 1. 1969. 
The list contains the names and addresses 
of the licensees, articles of manufacture, 
types of licences-New Undertaking (NU); 
New Article (NA); Substantial Expansion 
(SE); Carry on Business (C.O.B.); Shifting 
—and annual installed capacity. 

WEEK ENDED JAN. 18, 1969 

LICENCES ISSUED 

Fuels 

M/s Kumar K. N. Maliah, B. G. Place, 
P.O. Siarsol Rajbari, Distt. Burdwan, 
(West Bengal). (Tehsil Asansol Sub- 
Division, Distt. Burdwan, West Bengal)— 
Coal : 96,000 tonnes per annum, searsol 
colliery consisting of an area of 533 bighas. 
(NU). 

Telecommunications 

M/s Mulchandani Electrical Sc Radio 
Industries Ltd.. Sukh Sagar, Hughes Road. 
Bombay-7. (Maharashtra)—Loud speak¬ 
ers—0.5 million nos. p.a. (capacity after 
expansion 0.8 million nos. p.a.) (SE). 

Chemicals 

M/s Periyar Chemicals Ltd, Cochin-1 
(Kerala) (M/s Aspinwall Sc Co.). (Distt. 
Emakulam, Kerala)—Formic acid—^990 
tonnes per annum. Sodium sulphate (by¬ 
products)—1518 tonnes per annum, (NU> 
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TexlUes 

M/s Bally Jute Co. Ltd. 15, India Fa- 
changc Place, Calcutta-1 (West Bengal)-- 
Jute carpet backing cloth—40 broad looms, 
capacity after expansion will N: 120 broad 
Itxims. (SE). 

Food processing industries 

M^s TapKKU Products, Prop: M/s 
Sayaji Mills Ltd, Kathwada, Ahmedabad-2. 
(Chalakudy, Kerala)—Starch & modified 
starenes 36,0(X) tonnes; Clucose \vriip— 
14,000 tonnes fSt). 

LETFERS Ob INTENT 

Prime movers 

M/s Bharat Forge Co. Ltd, Po^t Box No. 
57, Poona-I. (Maharashtra)-Finished 
crankshafts—8200 nos. ixir annum Expan¬ 
sion fn^m 16,800 nos. to 25,000 nos. per 
annum based on the maximum utilisation 
of plant and machinery (SD. 

Industrial machinery 

M/s A.P.V. Engg. Co. l td, 2, Jessorc 
Road, Dum-Dum, Calcutta-28 tCalculu, 
West Bengal) -Automatic rotarv' \accum 
fillers with 8.36 heads; Automatic rotary 
gravity & pressure fillers of 8.36 heads; 
Automatic rotary volumetric fillers of 
8.36 heads—100 nos. p.a. (NA). 

Food processing industries 

M/s Poison Ltd, 65-B, Dock>ard Road. 
Mazagaon, Bombay-10. (Maharashtra) - 
Soya milk— 14 million bottles of 7} oa 
each; Soya powder and/or concentrate— 
600 tonne.s; Spun soya food like chicken 
meat, hamburgers etc. 300 tonnes. (NU). 

Toilet preparations 

M/s Swastik Oil Mills Ltd., 13/15, Wittci 
Road, Ballard Estate, Bombay. (Maha- 
rashtra)—Synthetic detergent—8120 ton¬ 
nes per annum. (Cap, after expansion 
20,000 tonnes per annum) (SE); M/s 
Godrej Soaps (P) Ltd, Eastern Express 
Highway, Vikhroli, Bombay-79. (Maha¬ 
rashtra)—Synthetic detergent—10,000 ton¬ 
nes per annum. (NA) 

CHANGE IN NAMES 
(Information pertains to particular 
licences only) 

From M/s Meam Co. Ltd., Calcutta fo 
M/s Jardine Victor Ltd. Calcutta. 

LICENCES REVOKED/SLRRENDERED 
(Information pertains to particukn licences 
only) 

M/s Tcxwell Private Ltd, Calcutta- 
Grooved and profiled insert mail eyes for 


wire heads; M/s Asiatic Oxygen Ltd, Cal¬ 
cutta—Regulators, torches, and oxy- 
cutting machines <portable); M/s TAK 
Machinery Ltd, Bombay— Hydraulic pres¬ 
ses; M 's Soundarajan & Co. Ltd, Madras 
—Skimmed milk powder: M's Bansidhar 
Premsukbdas.s Oil Mills, Mai than Agra— 
Paints, enamels and varnishes; M/s 
Machine Tools Ltd, Coimbatore—Various 
types of machine tools; M/s Banvvarilal 
Ramnarai It J h unjhun w a la, Bombay—Skim¬ 
med milk and whole milk powder; M/s 
South Bend India Ltd, Coimbatore—Vari¬ 
ous types of machine tools. 

WEEK ENDED jAN. 25, 1969 

LICENCES ISSL ED 

Metallurgical industries 

M/s Choksi Tube Co. (P) Ltd, Karani 
Cottage, 63, R.A. Kidwai Road, Malunga. 
Bombay-19. (Maharashtra) - Stainless 
steel welded tubes. (Shifting). 

Transportation 

M/s New Borneo Engg. Products (P) Ltd, 
Udyuiubag Industrial Estate, Khanspiir 
Road, P.O. Udyambag, Belgaum, (S. Rly) 
(Belgaum, Mysore)—Sheet metal compo¬ 
nents for oil engines. 19,200 sets after 
expansion (SE); Sheet metal components 
lor electric motors and machine tools indus¬ 
try—12,000 sets p.a. (NA). 

Chemicals 

M/s Dabur (Dr S. K. Burman) Pvt Ltd, 
142, Rashbehari Avenue. Calcutta-29. 
(West Bengal)—(Kgs.) Acetophenone— 
12,000; Alcohol 08—500; Alcohol 09—600; 
Alcohol 011—500; Aldehyde 09—500; 
Allyl caproatc—2,000; Amyl capsoate— 
500; Benxyl isoengcnol—500; Bromostyrol 
—200; Cinnamyl acetate—500; Ethyl bnty- 
rate—2,500; Ethyl caproatc—250; Ethyl 
propionate—300; Iso Propyl myrstatc— 
3,000; Penyl ethyl alcohol—1,000; Couma- 
rin—2,000; Phenyl acetic acid—1,000; 
Orignard special acromatic chemicals— 
500; Citroncllyl—Brutyrate—300; Gcranyl 
brutyratc—1,000; Methyl benzoate —2,000; 
Geranye propionate—500; Phenyl ethyl 
propionate—300; Vetiverol—500; Vctivc- 
ryl acetate—250 NA ; M/s Hindustan 
Lever Ltd; Hindustan Lever House, P.B. 
No. 409, 165-66, Backbay Reclamation, 
Bombay-1. (Sewri, Bombay) (Maha¬ 
rashtra)—Synthetic detergents. Existing 
cap. per annum 7,100 tonnes. Cap. after 
expansion p.a. 10,000 tonnes (SE); M/s 
Hindustan Lever Ltd, P.B. No, 409, Bom* 


bay-]. (Garden Reach, Calcutta) (West 
Bengal)—Synthetic detergents. J^ifting 
cap. 8,000 tonnes per annum, Cap. after 
expansion 13,000 tonnes per annum. 
(SE); M/s The Tata Oil Mills Co. Ltd, 
Bombay House, 24, Bruce Street, Fort, 
Bombay-1. (Sewri, Bombay, Maharashtra) 
—Synthetic detergents. Existing cap. per 
annum 3,600 tonnes. Cap. after expan¬ 
sion 10,000 tonnes per annum (SE); 
M/s Indian Oxygen Ltd, 48/1, Diamond 
Harbour Road, Calcutta-27. (Jamshedpur, 
Bihar)—Nitrogen gas—144,00,000 cubic 
metres per annum. (NA). 

Textiles • 

M/s Sankara Subbiah A Co., Raja- 
palayam, (Madras) (Madras)—Cotton 
powerloom cloth—49 powcrlooms for the 
manufacture of cotton powerloom cloth 
about 190000 metres per year on three shift 
basis. (NU). 

Food processing industries 
M/s Mu/affarpur Roller Flour Mills, 
Brahampura, Muzaffarpura (Bihar)— 
Wheat products—25,200 tonnes per annum. 
(Three shift basis) (COB); M/s Kamani 
Oil Mills, (Prop. Chawla Brothers) Fratpjee 
House, Ist Floor, 323-25, Katha Bazar, 
Bombay-9. (Maharashtra)—Edible ground¬ 
nut flour—9,000 tonnes per annum. (NA) 

LETTERS OF INTENT 
Industrial machinery 

M/s Indian Sugar A General Engg. 
Corp., Yamunanagar. (Haryana)—Pun¬ 
ching and shearing machines 60 nos. 
worth Rs 18 lakhs; Bending rolls for struc¬ 
tural shapes 84 numbers worth Rs 42 
lakh.s; Billet shears 36 nos. worth R.s 28.8 
lakhs. (NA), 

Machine tools 

M/s Batlibai A Co. (P) Ltd; P.O. Baroda 
Rayon, Udhna, Distt. Surat. (Gujarat)— 
Programme controlled drill heads with 
drillin gcapacity 2” in solid steel. 180 nos. 
worth Rs 39.60 lakhs per annum (NA). 

Chemicals 

M/s Eastern Oxygen Company, c/o 
K. Weroh A Co. (P) Ltd, P.O. Jharia, 
Dhanbad, (Bokaro, Bihar)—Manufacture 
of oxygen for an annual^ capacity of 
14,40,000 cubic metres and dissolved ace¬ 
tylene for an annual capacity of 2,88,(XK) 
cubic metres corresponding to the oxygen 
capacity. (NU). 

Food processiag industries 
M/s Com Products Co. (India) Pvt 
Ltd, P.B. No. 994, Bombay-l-BR. (Maha<* 



SulylUim 

jra3htr»)*^Pratcin cubes—500 tomies; 
Structured foods—SOO tonnes; Infsnt wean¬ 
ing foQds--500 tdnnes ;Protem isc^tos—500 
tonnes; High protein yeast, autolysate 
foods—500 tomies. (NA). 

Misc. Industries 

M/s Golden Tobacco Company Pvt Ltd, 
Tobacco House, VUo Parle, Bombay*56. 
(Gujarat)—Cigarettes—4500 mill, pieces 
per annum. (NU). 

change in names 

(Information pertains to particniar licences 
©nly) 

From M/s Tungabhadra Sugar Works 
(P) Ltd, Shimoga to M/s Mukesh Textile 
Mills (P) Ltd. 

LICENCES REVOKEO/SURRENDERED 
(Information pertains to particniar licences 
only) 

M/s Kamani Metals & Alloys Ltd, 
Bombay—Cold rolled copper and copper 
based alloys in the form of sheets, strips 
Sc coils. 

WEEK ENDED FEB. 1, 1969 
LETTERS OF INTENT 
Non-Ferrous industries 
M/s Zenith Tin Works (P) Ltd, Clerk 
Road, Mahalaxmi, Bombay-34. (Maha¬ 
rashtra)—Aluminium collapsible Tubes— 
24 million nos. per annum (SE). 

Telecommunications 

M/s Larsen & Toubro Ltd, L & T 
House, Dougall Road, Ballard Estate, 
Bombay-l-BR—Relays for military aero¬ 
space industrial etc. except telephone type 
relays. J,00,000 nos. p.a. Dry reed relays 
—1,75,000 nos. p.a.. Connectors—2,00,000 
nos. p.a. (NA). 

LICENCES REVOKED/SURRENDERED 
(Information pertains to particular licences 
only) 

M/s New Standard Engg. Co. Ltd, 
Bombay—Hot blast cupolas; M/s Shamji 
Kalidass Sl Co., Champa Galli, Bombay 
;—Cotton yarn; M/s Modella (P) Ltd, 
Bombay—Cotton yam; M/s Rampyari Tex¬ 
tiles Ltd, Ilkal--Cotton yam; M/s Sokkalal 
Cotton Mills (P) Ltd, Madras—Cotton 
ykro. 

WEEK ENDED FEB. 8, 1969 

LICENCES ISSUED 

Fdod proeeealng industries 
M/s Raptahos, Brett St Co., Private 
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Ltd., 47, Dr. Annie Besant Road, Worii, 
Bombay-18 (Ibana-Maharashtra)—tro- 
phox—120 tonnes; trophamtn—60 tonnes 
(N.A.). 

LETTERS OF INTENT 
Electrical equipment 

M/s Amco Batteries Ltd., Post Bag No. 
1, G.E.F. Post Office, Mysore Road, Ban¬ 
galore. (Mysore)—motor vehicle batteries 
1,80,000 Nos. (after expansion) and pro¬ 
portional inciease of capacity of battery 
containers and rubber separators from 
1,20,000 nos. to 2,40,000 nos. and 60,00,000 
to 120,00,000 nos. respectively (SE); MAs 
Bengal Electric Lamps Works Ltd., 7, 
Old Court House Street, Calcutta-1. (Ban¬ 
galore Mysore)—mercury vapour lamps— 
30000 nos. (NA) 

Telecommunications 

M/s Mahindra & Mahindra Ltd., Gate¬ 
way Building, Apollo Bunder, Bombay-1. 
(Maharashtra)—Rectangular multipin con¬ 
nectors—2,00,000 pairs (NA). 

Chemicals 

M/s Goa Carbon Ltd., 7-F, West Field 
Estate. 63-F, Warden Road Bombay-26. 
(Goa)—calcined petroleum coke—50,000 
tonnes (NU). 

Fermentation industries 

M^s Shaw Wallace A Co. Ltd, 132, Sun¬ 
der Nagar, New Delhi-U. (Maharashtra)— 
becr-50.000 H.L..(NU). 

LICENCES REVOKED/SURRENDKRED 

(Information pertains to particular licences 
only) 

Shri Ram Charan Aggarwal. Kinari 
Bazar, Naughara, Delhi.—cotton yarn; 
M/s Ramakrishna Industries (P) Ltd., 
Peclamadu, Coimbatore—various items of 
machine tools; M/s Standard Fabricators 
(India) Pvt. Ltd., Bombay.—cheese and 
beam dyeing plants; M/'s Tungsten of India 
Ltd., Bombay.—tungsten wires and fila¬ 
ment; M/s V. S. Tyugaraja Mudaliar 
(Cellulose Acetate Products Ltd.)—cellu¬ 
lose triacetate and diacetate and acetic 
acid; M/s Elphinstonc Spg. & Wvg. 
Mills Co. Ltd., Bombay, -terry to>\elIing 
cloth. 

WEEK ENDED FEB. 16.1969 

LICENCES ISSUED 

Fuels 

Satvashree Kalidiiss Mukheijec Hari- 
prasanna Misra, Gangaram Chak Colliery, 
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P.O. Sagarbhanga, Distt. Birbhuro, (West 
Bengal) Location: West Bengal--coal— 
10,000 tonnes (NU), 

Chemicals 

M/s National Rayon Corpn. Ltd,, P.B. 
No. 200, Ewart House, Bruce Street, Fort, 
Bombay-1. B.R. (Maharashtra)—caustic 
soda—present capacity 19,800 tonnes— 
26,400 tonnes after expansion; Chlorine 
liquid—Present capacity 10,320 tonnes— 
15,410 tonnes after expansion (SE). 

Sugar 

The Chairman, Walwa Tatuka Sahakari 
Sakhar Karkhana Ltd.. Jslampur, Post 
Borgaon, Distt: Sangli, Maharaishtra. 
(Maharashtra>—crushing capacity—1,250 
tonnes of sugarcane per day (NU). 

LETTERS GF INTENT 
Transportation 

M/s Hooghly Docking A Engg. Co, 
Ltd., 12, Mission Row, Calcutta. (Calcutta- 
W. Bengal)—marine equipment i.c. electric 
wind lasses, trawl winches and capstans 
(25 nos. for each of these items per annum), 
(NA). 

Industrial machinery 

M's Antifriction Bearings Corpn Ltd., 
Marshalls Building, 20, Ballard Road, 
Bombay-1. BR. (Lonavala, Maharashtra)— 
ball thrust bearings and ball journal bear¬ 
ings -1,40,000 nos. (capacity after expan¬ 
sion); parallel roller bearings and taper 
roller bearings—10,00,000 nos. (capacity 
after expansion) (SE); M/s Kriloskar Pneu¬ 
matic Co. Ltd.. Hadapsa industrial Estate, 
Poona 13, (Havcii, Distt: Poona) Maha¬ 
rashtra—fluid couplings up to 12.2''; 300 
nos. worth Rs. 2.25 lakhs; hydrosheaves A 
hydrowinds up to 12.2' 200 nos. worth 
Rs. 2.80 lakhs; fluid couplings from 12,2"; 
up to 27' 200 nos. worth Rs. 8.00 lakhs; 
fluid couplings 27' and above 50 nos. 
worth Rs. 10.00 lakhs (NA). 

Chemicals 

M/s Bharat Insulation Co., Plot No. 
n-32. Road No. 18, Wagle Industrial Estate 
Thana, Bombay. (Thana, Maharashtra)— 
wire enamels—60 tonnes (NA); M/s Indian 
Cork Mills, Thackcrscy House, Ground 
Floor, Graham Road, Ballard Estate, 
Bombay-1. (Maharashtra)—rigid PVC film 
non-toxic quality (thickness 0.32 to 0.38 
mm)- 1,800 tonnes (NA), 

Fermentation industries 
Shri A. K. Ghosh c/o Eastern Techno 
Enterprise Private Ltd.» 12, Circular Roack 
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Ranchi, Bihar. (Bihar)—beer—40,000 H.L. 
(NIJ); M/s Brc^tsrics India (P) Ltd., 
Brewery: Peermade, Kerala State. (Kerala) 
^becr—50,000 H.L. (NU); Shri N. K. 
Mohapatra, Prop: East Coast Breweries, 
Tulsipur, Cuttack, Orissa. (Cuttack, Orissa) 
^bcer-~50,000 H.L. (NU). 

licences revoked/surrendered 

(Information pertains to particular licences 
only) 

M/s Alembic Chemicals Works 
Ltd.,—^riz syrup etc.; M/s K. T. Steel In¬ 
dustries (P) Ltd—automatic vacuum 
brake cylinders for railway wagons; M/s 
Kirloskar Asca Ltd., Bangalore—chain 
hoists, wire rope hoists and crane crabs. 

WEEKS ENDED FEBRUARY 22 
AND MARCH 1.1969 

LICENCES ISSUED 
Ferrous indiistries 

M/s Sundaram Fasteners (P) Ltd., 17, 
Mount Road, Madras. (Ambattur, Madras) 
—high tensile bolts & nuts etc.—1,990 ton¬ 
nes; set sprcws and socket head screws— 
400 tonnes; rivets—’lO tonnes (NU). 

Non-Ferrous industries 

M/s Hindustan Transmission Products 
(Prop. M/s Madhusudan Ltd.), Chandivili, 
Kurla Vihar Road, Bombay-70 (Maha¬ 
rashtra)—nickel chrome alloys wires and 
strips for electrical heating and electrical 
resistance purposes—60 M- Tons on the 
basis of maximum plant utilisation (NA). 
Office equipment 

M/s Godrej & Boyce Mfg. Co. (P) 
Ltd., Lalbaug Parel, Bombay-11 (Maha- 
rashtra)— standard typewriters—12,000 nos. 
(SE). 

Drugs & phamiaceuticals 

M/s Tata Fison Industries Ltd., Pharma¬ 
ceutical Division, 21, Ravelin Street, Bom¬ 
bay-1. (West Bengal)—additional capacity 
licensed for each item is as follows: Framy- 
gen cream—12,000 x 5 G.; framygen optha- 
Imic—30,000 x 3.5G; framgygen drops— 
12,000 X 5 ml.; fhimycort ointment—60,000 
x 10 G.; framycort lotion—12,(X)0 x 20 ml.; 
framycort opthalmic—24,000 x 3.5 G.; 
framycort drops—30,000 x 5 ml.; gcnacort 
cream—12,000 x 15 G.; genccort lotion— 
6,000 X 20 ml.; genacort ointment—6,000x 
15 G.; interfram—48,000 x 120 ml. (NA). 

Textiles 

M/s Calcutta Jute Mfg. Co. Ltd., 20, 
Old Court House Street, CaIcutta-1. (West 


Bengal—jute carpet backing cloth—50 
broad looms to produce 2,540 tonnes of 
carpet backing cloth (SE). 

Vegetable oil & vanaspati 

M'.s Shalimar Chemicals Works (P) Ltd., 
1-Chitla central Road, C]!alcutta-2 (West 
Bengal)—coconut oil—^750 tonnes per 
month—(On three shift basis)— (COB). 

LETTERS OF INTENT 
Transportatioo 

M/s Bramec-Suri (P) Ltd., 1655, S.P. 
Mukheijce Marg, Dclhi-6, (Ghaziabad, 
U.P.)—brake lining and clutch facings for 
automobiles etc.—750 tonnes after expan¬ 
sion (SE). 

Chemicals 

M/s Gangappa Cables Ltd., Industrial 
Development Area, Hydcrabad-13. (Hy¬ 
derabad—A.P.)—polyvinyl formal wire ena¬ 
mel—48 tonnes, polyurethane wire enamel 
—6 tonnes; freon proof synthetic wire 
enamel—14 tonnes; Nylong formal wire 
enamel —7 tonnes—^Total—75 tonnes 
(NA); M/s Alta Laboratories Ltd. Vis- 
soiyi Park, Naigaum Cross Road, Dadar, 
Bombay-14. (Maharashtra)—2:4—dich- 
lorophenoxy acetic acid, NA-salt easters 
and amine—1 ,(X)0 tonnes (NA); The general 
manager. Fertilizer Corpn. of India Ltd,, 
Trombay Unit, Mahol Road, Chembur, 
Bombay-74 A.S. (Trombay-Maharashtra)— 
incthylamincs—4,000 tonnes (N A). 


Fcnnenfatioii tndiislries 

Dr. D. Kumar and Shri M. M. Mahajan, 
C-24], Dofcticc Colony, New Delhi. (Delhi) 
—T)eer—50,000 H.L. (NU). 

Food processing industries 

M/s Bharat Starch & Chemicals Ltd., 
25-Brabouroo Road, Thapar House, Cal¬ 
cutta-1. (Yamunanagar, Haryana)—hydro¬ 
lysed vegetable concentrate—2,000 tonnes 
(3 shift basis); vegetable milk analog— 
2,000 tonnes (3 shift basis) (NA); M/s 
Aurofood (P) Ltd., P.O. Box No. 50, 
Pondicherry-l. (Auroville-Madras)—bis¬ 
cuits—3,000 tonnes (On 2 shift basis) 
(NA); M/s Kissan Products Ltd* Post Bag 
No. 2, Bangalore-16. (Bareilly—U.P.)— 
tomatopuree—^2,250 tonnes (NA). 

Ceramics 

M/s Eastern Oramics Ltd., Mahatma 
Gandhi Road, Goregaon West, Bombay- 
62. (Bombay-Maharahstra)—glazed tiles— 
4,200 tonnes (after expansion) (SE); M's 
C. S. Sanghavi, 318/19, diatushringi 
Road, Poona-16. (Mysore)—Vetrified cera¬ 
mic floor tiles—6,000 tonnes (NU). 

LICENCES REVOKED/SURRENDERED 

(Information pertains to particnlar licences 
only). 

M/s Duncan Bros & Co. Ltd., Calcutta 
—jute machinery. 
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COMPANY MEETING 


SOUTH INDIA SHIPPING 
CORPORATION LIMITED 


Sp««ch delivered by Shri J.H. Tarapore, Chairman, at the Fifth 
Annual General Meeting held on the 27th June, 1969. 


Gentlemen, 

It gives me great pleasure to greet you and welcome you to the 
Fifth Annual General Meeting of our Company. 

At the very outset, it is my sad duty to refer to the sudden pass¬ 
ing away, on the 3rd May, 1969, of our most revered and respected 
President, Dr. Zakir Husain. As a mark of our deep and abiding 
respect for the departed soul, let us all stand and observe two 
minutes*’ silence. 

2. The Directors' Report, the audited Statement of Accounts 
for the year 1968, and the Auditors’ Report thereon, have been 
with you for some time, and with your permission. T shall take them 
as read* 

Financial results 

3. You must have found from these accounts and reports that, 
in spite of the depressed market during the major part of the 
year under review, the results for this year have been very gratify¬ 
ing. This is evidenced by the fact that the net disposable amount 
is Rs. 172.65 lakhs, after providing for interest of Rs. 94.51 lakhs, 
depreciation of Rs. 106.69 lakhs and after adjusting credits and 
debits relating to prior years. This is only the second year of 
your Company’s operation, with all their five vessels trading. I 
fbcl that in this initial stage, we should consolidate our financial 
position and generate confidence in the investors. The more so 
as, presently your Company’s activities are restricted to tramping 
in the strictest sense, a trade which is most susceptible to periodic 
severe slumps. Therefore, your Directors have thought it prudent 
to build up adequate free reserves and hence have adopted a 
conservative policy in regard to dividend. In view of this, 1 
trust, the Directors’ recommendations regarding disposal of the 
above surplus, through transfer of a sum of Rs. 132.19 lakhs to 
the Development Rebate Reserve, and Rs. 40 lakhs to General 
Reserve and further, payment of dividend, wholly free of tax. 
at the rate of 7.5 per cent on the equity paid-up capital, from and 
out of the said Genera] Reserve, would be found acceptable. 

Factors aifbeting profitability in bulk carrier trade 

4. You will observe from the Directors’ Report that the work¬ 
ing in the first four months of 1969 was very distressing^ mainly 


due to port delays, strikes, etc. In order to appreciate the reper¬ 
cussions of such delays and the chain of adverse reaction which 
may follow, it should be borne in mind that the very essence; of 
profitable tramp trading, particularly in a depressed market, is 
the fixing of a vessel for each voyage, in consideration of position¬ 
ing it, from time to time, for a series of anticipated voyages, 
which together reduce the ballasting costs and hence, together, 
increase the overall profitability factor. As a matter of fact, in 
a depressed market, the factor of planning and positioning of 
vessels assumes a grcalcr importance in deciding whether the em¬ 
ployment of the vessels, over a period, w ould be profitable or other¬ 
wise. This is evident from the good results of the year under re¬ 
view. in spite of a depressed market. CTorrect positioning requires 
a careful study of the world market conditions prevailing, the anti¬ 
cipated movement of cargoes and of competing vessels etc. Any 
unforeseen detention to a vessel, or any unexpected fall in the 
movement of cargoes, or any sudden influx of excess tonnage over 
the requirement of any trade etc., could upset all the careful plan¬ 
ning and have serious adverse repercussions on the profitability 
factor for the employment of the vessel, over a protracted period. 

Political and economic conditions — General 

5. As in the last year, 1 would like to take this opportunity of 
making a very brief reference to the world political and economic 
conditions, as these arc very material to the Tramping, this trade 
only being able to thrive on world orosperity and the massive ex¬ 
change of goods between the countries of the world. 

While in the sphere of science, man made impressive strides 
and brought the prospect of landing upon the Moon within the 
ambit of realisable reality, in the political piano, however, the story 
is very different. The aggressive posture of two of our neighbours, 
China and Pakistan, continues. In spite of the Paris Conference, 
the w'ar in Vietnam drags on, with no immediate prospects of 
bringing it to a conclusion. A solution of the stalemate in 
the Middle East still appears as elusive as ever, with every 
possibility of a full scale war breaking out again between Israel 
and the Arab countries. This apart, the world has witnessed un¬ 
precedented unrest. Protest marches, strikes, sit-ins, riots, etc., 
would appear to be the order of the day in a number of countries. 

On the economic plane, we have seen enormous upheavals 
affecting the basic tenets of international monetary policy, brought 
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about by the servcrc imbalance in trade between countries and 
through massive pressure on the two rescn^c currencies, namely, 
the LI.S. Dollar and the Pound Sterling, besides pressures on 
European currencies, particularly the French Franc. Consequent¬ 
ly, any one engaged in international trade Is left extremely vulner¬ 
able. I may inform the members that in the event of any revalua¬ 
tion of the Deutsche Marks, the loan commitments of the Com¬ 
pany arc bound to go up considerably, imposing enormous strain 
on our resources. 

On the home front, \\c have witnessed continued instability 
of the Governments in power in various States. Political floor- 
crossing has become a regular profitable profession. The law and 
order situation in many States is far from happy, and labour in¬ 
discipline in various splKjres of economic activity has become 
almost a way of life, continuing to severely hamper the national 
effort. 

It has been written, “The pen is mightier than the sword". 
It can well be said today, “Spoken words arc mightier than facts." 
Slogan slinging and challenging authority in the name of freedom 
has come to be considered an honourable occupation, irrespective 
of the damage it can do. The freedom to strike, legal or other¬ 
wise, so often indulged in, has ruined the economy of highly 
developed countries, such as, the U.K. and France. We need 
to lake a lesson from the pages of history. The more so, as we 
are yet far from a highly developed country. This apart, our 
slender economic resources still continue to be frittered away on 
unimportant or le.ss important projects. No country can 
achieve worthwhile results without paying due respect to authority 
and strictly applying all its human energies in a disciplined and 
intelligent manner. Let us slop making a fetish out of freedom 
and committing atrocities in its name. This can only bind us in 
chains of slavery, though its links glitter in the sun and dazzle our 
eyes. 

The one heartening feature on the economic front is the reason¬ 
ably good harvest of 1968-69. The beneficial impact of a suc*cess- 
ful harvest on the national economy is discerned clearly through 
signs of a steady rally in some of the sectors of Industrial activity. 

Insurance 

6. In your Directors' Report, you would have observed that 
the Indian Hull Committee had reduced the amount of the uni¬ 
lateral increase, first sought to be imposed in 1968 on premium 
ratings of Bulk Carriers and that your Company, in association 
with other Bulk Carrier Owners, had emphatically refused to pay 
this revised unilateral increase now sought to be levied by this 
Committee. Since then, a letter dated 29th of May 1969 has been 
received by your Company from the Indian Hull Committee, 
stating that, “Your Insurers are being advised that before next 
renewal they must collect the revised premium for the year 1968- 
69 and also to obtain your agreement to pay the renewal rates 
which might be quoted for the ensuing year”. In other words, 
this Committee has ordered Indian Insurers, whether they want to 
or not, not only to collect extra premiums for vessels already 
covered by them, but also to obtain the Shipowners agreement to 
pay thb increase in future, failing which they are instructed to re¬ 
fuse to insure the vessels. As I understand this matter Is now sub- 


udic^f 1 shall comment no further, excebt to advise you that neces¬ 
sary steps are being taken to protect the Interests of your Com¬ 
pany, in this regard. 

Trading conditfons In ]9d9 and |irospects for future 

7. The Directors’ Report reviews the trading conditions that 
obtained during the year under review and in the first four months 
of 1969. Since late May. there has been a very modest upward 
trend in the freight rates for vessels of your Company’s size and 
type. It is a hazardous guess to state that freight rates will stabi¬ 
lise at present levels, or there will bo a further improvement in 
these rates till August, when the seasonal summer recession 
should end. 

Future (rends in the bulk carrier trades may bo discerned ^ the 
fact that, in spite of monetary crises in many countries, the Viet 
Nam war, labour unrest in Britain, a near involution in France 
and Czechoslovakia etc., bulk trade freight rates fluctuated only 
within marginal limits. At one time, even the likelihood of a 
political upheaval or hostilities breaking out between countries 
sparked olf speculation among the Charterers and tramp Ship¬ 
owners and caused the most severe fluctuations in the freight 
rates. However, the tramp market in recent years has been so 
depressed that it has become virtually immune to international 
tensions and emergencies. Any drastic drop in freight rales from 
the present levels may result in some Owners laying up ships and 
freight rates again being forced upwards to about the present 
level. Therefore, further large scale drop in freight rates appears 
unlikely. As regards an upward trend in the near future, the pros¬ 
pects for sizable increase in freight rates also appear dim, owing 
to influx of huge newbiiilding tonnage into the market each 
year. Another important factor depressing the market in future, 
the more so lor Indian Owners, will be the anticipated sharp 
reduction in grain imports by India. 

This apart, Chaterers who own major industries are, from 
lime to time, concluding long-term contracts for movement of 
raw materials in order to minimise the risks of sudden freight 
fluctuations. These large contracts of affreightment have severely 
adversely affected the amount of cargoes available for tramp 
owners, fixing on spot or short-term basis. 

I am constrained to repeat what I said last year, that the policy 
followed by the Government of India, not to permit long-term 
fixtures, is fallacious and detrimental not only to the growth of 
Indian Tramp Tonnage, but that this policy also exposes Indian 
Owners to the danger of having to fix during protracted periods 
of slump, at suicidal rates. Experience proves thaL trampers, 
who have rapidly expanded their fleets and made sizable fortunes, 
noi mally fix some of their vessels on long-term contracts, as an 
insurance against periods of slump and for flnancing their expa- 
pansion programmes. Against assignment of long-term Charter 
parties, foreign loans cun be easily raised and new tonnage ac¬ 
quired. 

Growth of Indian Shipping 

8. It is quite well-knowfl that, in the absence of favourable 
credit facilities from foreign Oovemments and/or Shipbuilding 





Yards* devdoprnant of ladian 1^ 

sld^rably io th€ Jast two years. tl# abi^ of Ih^^faeities. 
the Government of India should consider favourably, extending 
other suitable bencats and Stlbsid^f td^ l^d Shiiiowiiljrsv >in 
order to ensure continuous d^opih|jipt "&f i$^e 

means would be the offer of ojwatibnal subsidy,' sp66ialli|/to Ship¬ 


owners opening new routes or diversifying tOhnage to meet the 
changing patterns ,of trade. Apart /rom assisting development of 
Shipping^ sudi nM^jiires would also greatly help Export Promo¬ 
tion and our national economy^ When develb|;^d and advanced 
countrie^;.suqh .a$ U.K. and the U.S.A., offer construc¬ 

tional aiicl/or operational subsidies, I see no reason S^y Indian 

Shippj^g should not be extended similar subsidies and 
facilities. 


Noii-availability of foreign exchange from free resources for 
meeting down .payments of about 10^20 per cent, is yet another 
hindrance in the way of development of Indian Shipping. In 
view of the fact that, ships engaged in foreign trades cam ade¬ 
quate foreign exchange, within about 7-8 years, not only to meet 
their capital cost plus interest on deferred payments but also leave 
a positive surplus. Government authorities should agree to set 
aside a pari of the foreign exclmUge earnings of ships which can 
be utilised for making down payments etc. 


^ fair and equitable i^re for Indian' tonnage, in respect, 
of Indian cargoes to Japan. 

if India were to follow, even to a small extent/ sOme of the 
practices of the highly developed countries, such as, the U.S.A., 
the U.K., Japan, etc., in regard to assistance to the national ton¬ 
nage, the Indian tramp fleet could expand not only at a much 
faster rate, but also trade profitably for some periods and build 
up its reserves adequately, to live through periods of severe slum 
which are normal occurrences in this trade and grow from strength 
to strength, in times to come. 

Development of Ports and other ancillary services 

9. During the year 1968. a total cargo of 1.767 million tons' 
carried by your vessels, was handled in foreign ports, in a period 
of 203 days, as against 738,000 ions handled in Indian ports, in a 
period of 421 days. That is, for handling every 1,000 tons of bulk 
cargo, it requires in India, 13.7 hours as compared to 2.7 hours 
in foreign ports. In other words, it took about five times longer 
to handle bulk cargoes in India than at foreign ports. This i$ 
only a general average of working in different foreign ports. How¬ 
ever, if we are to compare the working between a specialised foreign 
ore loading port with Goa, today, our major outlet for Indian 
ores, the picture is far more dismal. 


During 1968, the Indian Tonnage, despite financing difficulties, 
went up;by about 0.15 million CRTs and, in April 196^^, crossed 
the 2-million mark. India’s position, as a maritime nation, stands 
seventeenth in the world, and^it constitutes about 1 % of the world 
tonnage^ Although, in Liner trades, about 45% of Indian car¬ 
goes were x;arricd in Indian vessels, the bulk cargoes carried in 
Indian ships amounted to only about 6%. In terms of combined 
foreign seaborne trade, participation of Indian vessels increased 
from 13.25% in 1967, to about 15% in 1968. The target for 
development of Indian Shipping during Fourth Plan has been set 
at 3.5 million GRT, with 5CX),000 GRT on order. By the end of 
the Fourth Plan period, it is envisaged that Indian tonnage will 
have the capacity to lift 50% of its foreign trade. It would be 
pertinent to add here that existing Indian Bulk-carriers and Tan¬ 
kers can, in fact, carry much more than 6% of Indian bulk trades, 
provided such cargoes are made available to Indian ships. Be¬ 
cause of insufficient availability of Indian cargoes, bulk-carriers 
and tankers generally have to be employed in foreign trades. Our 
principal bulk export, Iron Ore, is mainly exported to Japan, 
where ail efforts to sell on c.i.f. basis have failed. The only con¬ 
cession obtained from the Japanese is their agreement to employ 
Indian bottoms for 15% of their imports of basic grade and Kiri- 
buru Ore, despite the fact that Japan uses third-flag carriers for 
carr 3 ring a large part of her balance share of 85 %. A reasonable 
share should be 50% of all Indian ores imported by Japan. Since 
allocation of loading ports is left to the discretion of the Japanese 
buyers, they generally reserve faster and better loading ports for 
t^r own flag carriers and nominate minor ports for Indian vessels, 
y/tim loading conditions are far from satisfactory. This 
apart, amongst others, in order to assist the development of their 
Shipping, Japanese Charterers, it is reported, pay higher freight 
rates fojr.lheir owp flag vessels, as compared with freight rates 
obtaining ig the oP®” market. I would, therefore, urge the 
authorities to take up this matter at the highest levef, in order to 


Great technological advances arc rapidly being made, both rn 
the field of port developments and ship designs and types, the 
very essence of which is to drastically cut down the costs of trans¬ 
portation. This is evidenced by deeper drafts being made avail¬ 
able at ports and the installation of mcchamcal cargo handling 
devices and building of giant sized bulk carriers, mammoth tankers, 
container ships, etc., a number of which are already in operation. 
It is, therefore, of the utmost importance that overland transpor¬ 
tation, ports and Indian Shipping should gear themselves up to 
meet this challenge, to ensure the survival of our foreign trade, 
particularly the export of ores. 

Ports are a national asset, on whose efficient functioning de¬ 
pends not only the smooth flow of our foreign and domestic trades, 
but also the cost structure of various industries, and, consequently, 
the economic growth and the health of the country. 

Presently, drafts available and Cargo Loading and Discharg¬ 
ing rates in our ports, arc very poor. Even some of the medium 
size bulk carriers, with a draft exceeding 35 feet, already acquired 
by Indian Owners, cannot load fully alongside berths, or come 
alongside, fully loaded, to discharge their cargoes. 

Thus the conditions obtaining in Indian ports at present defeat 
tile very purpose of operating large sized units, purchased at veiy 
high costs, the very economics of which is based primarily on a 
full quantity of cargo to be carried and a fast turn round m ports. 
Detention of such expensive ships not only involves loss of daily- 
operating costs, which are very heavy, but also a dead loss of earn¬ 
ing capacity whilst the vessel is detained in port. 

It is an accepted fact that cutting of size, due to paucity of drafts 
available, and port expjenses and detention costs to the ship, are 
directly reflected in the freight rates. Therefore, every day lost in 
expediting future port developments imposes a heavy loss oq |hc 
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country, due to our having to keep the f.o.b. prices of our export 
commodities low enough to compete with the c.i.f. prices of our 
competitors. Added to this, the cost of our imported raw ma¬ 
terials. component parts, etc., shoots up, affecting adversely the 
cost of production, which in turn affects adversely the price of 
our export commodities, relying partially on imported materials 
and components. This continuing loss can never be recouped. 
There is the further grave danger of our losing our competitive¬ 
ness and consequently losing our export trade, a shattering blow 
indeed, to our national economy. 

Incidentally, the cost of fndian Ore, one of the most important 
Indian export commodities, at the mine site, is reported to be the 
cheapest in the world. However, the transportation cost from the 
mine site to along side the vessel for loading is prohibitive. This 
cost for Goan ores is about Rs. 14 per long ton. Hence, the vital 
need also for developing our overland transportation facilities, 
not only for Indian ores, but also all other commodities, moving 
over our vast country. Indian Shipping cannot be said to be 
developed, unless and until it is developed in all its aspects and all 
the activities complementary to shipping arc also equally 
developed. 

Labour efficiency is very closely linked with the operational 
economy of ports and shipping. In spite of handsome gains, through 
various schemes of Dock Labour Boards, it is regrettable that 
the output of labour has not increased at all. On the contrary, 
labour indiscipline, “go-slow” tactics and frequent wild-cat strikes 
have been on the increase. To cite only one example, the barge¬ 
men’s strike in the port of Mormugao has virtually brought the 
port to a stand-still. There is yet no visible sign that this strike, 
which is already 4 months old, is to be called off in the near future. 
The nation has lost valuable foreign exchange to the tune of several 
crorcs. It would be pertinent to point out that services connected 
with loading and unloading have been declared as Essential 
Services, and one wonders as to why this situation has been allowed 
to deteriorate this far. 

However, on the whole, the position of Indian shipping is en¬ 
couraging. Asset-wise, the Indian Merchant fleet is valued at 
over Rs. l,2tX) million and is the third largest Indian industry, after 
the Iron and Steel and Cotton Textile Industries. This apart, in 
the East, the Indian fleet is the second largest, after Japan. Indian 
ships today trade to and from almost all the important ports of the 
major trading countries of the world. 

In conclusion, I would like to express, on behalf of the Board 
and the members, our grateful thanks and deep appreciation to 
the Company’s Management and the staff, both ashore and afloat, 
owing to whose untiring sincere efforts and commendable initiative, 
the splendid results for the year 1968 have been achieved, despite 
a none-too-bright trading climate that obtained. It is this great 
though intangible asset, viz., an imaginative Management and an 
efficient, sincere and hardworking executive staff, both of which 
our Company possesses in full measure, that enables us to grow 
from strength^to^^strengih. 

N.B .—This does not purport to be a record of the Proceedings 
of t!ie Annual General Meeting. 
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RECORDS AND STATISTICS ^ — 

Gold Control Act Amended 


AN ORDINANCE amending certain sections of the Gold 
(Control) Act, 1968, was promulgated by the President on 
July 3, 1969. The full text of the ordinance is reproduced 
below : 

1. (1) This Ordinance may be called the Gold (Control) Amend¬ 
ment Ordinance, 1969. (2) It shall come into force at once. 

2. In Section 5 of the Gold (Control) Act, 1968, (hereinafter 
s referred to as the principal Act), in Sub-section (2),—(i) in Clause 

(a), the word “and**, occuring at the end, shall be omitted; (ii) 
Clause (b) shall be omitted. 

3. In Section 8 of the principal Act, for Sub-section (2), the 
following sub-section shall be and shall be deemed always to 
have been, substituted, namely : 

“(2) Save as otherwise provided in this Act. a person may— 
(a) (I) acquire or agree to acquire the ownership, possession, 
custody or control of or (11) buy, accept or otherwise receive or 
agree to buy, accept or otherwise receive, any ornament, unless 
he knows or has reason to believe that such ornament, being re¬ 
quired to be included in a declaration, has not been so included; 

(b) Sell, deliver, transfer or otherwise dispose of, or agree to 
sell, deliver, transfer or otherwise dispose of, any ornament, but 
shall not do so if the orname!9;t, being required to be included in a 
declaration has not been so included.” 

4. In Section 17 of the principal Act, (1) in Sub-section (2) 
for Clause (d), the following clause shall be, and shall be deemed 
always to have been, substituted, namely 

“(d) shall be subject to such conditions and restrictions as 
may be prescribed.’* 

(ii) For Sub-section (6), the following sub-section shall be, 
and shall be deemed always to have been, substituted,namely : 

“(6) (a) no application for the issue of a licence to com¬ 
mence or carry on business as a refiner shall be granted unless the 
Administrator, after making such inquiry as he may think fit, is 
satisfied with regard to the following matters, namely : 

(i) The security of the premises where the applicant intends to 
carry on business as a refiner, the suitability of such premises for 
being used as a refinery, and the existence therein of arrange¬ 
ments for the storage of gold before and after refining; 

(ii) the existence, in such premises, of equipment for the 
manufacture and assay of standard gold bars and the quality and 
adequacy of such equipment; 

(iii) the existence in such premises, of facilities for the exer¬ 
cise of supervision and control by the Administrator or any 
other person authorised by him in this behalf; 

(iv) the competence of the applicant to manufacture standard 
gold bars; and 


(v) such other matters as may be prescribed. 

(b) No application for the renewal of a licence to cariy on 
busings as a refiner shall be rejected unless—(1) the holder of 
such licence has been given a resonable opportunity of present¬ 
ing his case, and (2) the Administrator is satisfied that— 

(i) the application for such renewal has been made after the 
expiry of the period specified therefor, or (ii) the refinery docs 
not continue to satisfy the matters specified in sub-clauses (i), 
(ii), (iii) or (v) of Clause (a), or 

(iii) any statement made by the applicant at the time of the 
issue or renewal of the licence was incorrect or false in materiaf 
particulars, or 

(iv) the applicant has contravened any term or condition of 
the licence or any provision of this Act or any rule or order made 
thereunder, or of any other law for the time being in force in so 
far as such law prohibits or restricts the bringing into or taking 
out of India of any goods (including coins, currency, whether 
Indian or foreign, and foreign exchange) or the dealing in such 
goods by way of acquisition or otherwise. 

(c) Notwithstanding anything contained in Clause (a) or 
Clause (b), a licence to commence or carry on business as a refiner 
shall not be issued or renewed if the Administrator, after giving the 
applicant a reasonable opportunity of presenting his case, is satis¬ 
fied that the entire volume of the refining business done, or propos¬ 
ed to be done, by the applicant may be conveniently done at a 
refinery established or run by the government or by a corporation 
owned or controlled by the government.” 

5. In Section 26 of the principal Act. in Clause (c), after the 
words “to a licensed dealer”, the words “or to such other 
person or authority as may be specified by rule made in this 
behalf” shall be inserted. 

6. In Section 27 of the principal Act :— 

(i) In sub-section (2), for Clause, (d), the following clause 
shall be, and shall bo deemed always to have been, substituted 
namely :— 

“(d) shall be subject to such conditions and restrictions as 
may be prescribed.** 

(ii) For sub-section (6), the following sub-section shall be and 
shall be deemed always to have been substituted, namely : 

“(6Xa) No application for the issue of a licence to com¬ 
mence or carry on business as a dealer shall be granted unless the 
Administrator, having regard to such matters as may be prescribed 
in this behalf and after making such inquiry as he may think fit, 
is satisfied that the licence should be issued. 

(b) No application for the renewal of a liconoe to carry on 
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business as a dealer shall be rejected unless-- 

(i) The hold^ of such lioence has been given a reasonable 
opportunity of ptesenting his case and (ii) the Administrator hav¬ 
ing regard to such matters as may be prescribed in this behalf, is 
satisfied that the applicant does not qualify for the renewal of 
his licence, (iii) after sub-section (6), the following Sub-section 
shaJI be inserted, namely 

^*(6A) where the central government, having regard to the 
quantity of gold produced in India and the supply therein of gold 
through lawful channels, is of the opinion that it is necessary or 
expedient in the interests of the general public so to do it may 
authorise the Administrator to restrict or reduce the number of 
licensed dealers to such extent and in such manner as may be 
specified by rules made in this behalf : 

Provided that no such rules shall come into force until the ex¬ 
piry of the period referred to in Sub-section (3) of Section 114 and 
if, before the expiry of the said period, both Houses of Parlia¬ 
ment agree in making any modification in the rule or both the 
Houses agree that the rule should not be made, the rule shall come 
into force only in such modified form or be of no effect as the 
case may be/* 


Maximum Limit 

7. In Section 31 of the principal Act, in the first proviso, for 
Clause (i) the following clause shall be, and shall be deemed 
always to have been, substituted, namely :—“(i) any ornament, 
unless he knows or has reason to believe that such ornament, being 
required to be included in a,declaration, has not been so includ¬ 
ed.” 

8. For Section 32 of the principal Act, the following section 
shall be, and shall be deemed always to have been, substituted, 
namely ; 

“32. Save as otherwise provided in this Act, no licensed dealer 
shall have, at any time, in his possession, custody or control, pri¬ 
mary gold in any form except in the form of standard gold bars: 

Provided that nothing in this section shall apply to primary gold 
which is obtained in the process of, or in connection with, the mak¬ 
ing, manufacturing, preparing or repairing, of one or more articles 
or ornaments, if the total quantity of such primary gold in the 
possession, custody or control of such dealer docs not, at any 
time, exceed (a) 400 gm, if he docs not employ any artisan, (b) 
500 gm., if he employs not more than 10 artisans, (c) 1,000 gm, 
if he employs more than 10 but not more than 20 artisans, (d) 
2,000 gm, if he employs more than 20 artisans, provided further 
that the central government may, having regard to the needs of 
the trade, volume of business and the interests of the general 
public, increase the quantitative limits specified in the foregoing 
proviso. 

Explanation in computing the quantities specified in the first 
proviso, any cut-piece of a standard gold bar which remains with 
the dealer after the transfer or delivery of primary gold to a certi¬ 
fied goldsmith or an artisan, for the purposes specified in Section 
35, shall be excluded.*^ 

It 

9. In seethe 39 of the principal Act, (i) in Sub-section (2), for 
Clause (cXythe fofiowing clause shall be, and shall be deemed al- 
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ways to have been, substituted, namely; ^*(c> shall be subject to 
such conditions and restrictions as may be prescribed.’* a 

(ii) In Sub-scction (4), for Clause (c), the following clause 
shall be and shall be deemed always to have been, substituted, 
namely: 

“(c) A person who belongs to a prescribed category or class 
to which in the opinion of the central government, the certificate 
may be granted.” (iii) After Sub-scction (4) the following Sub¬ 
section shall be inserted namely: 

(4A) “Where the central government, having regard to the 
interests of the general public is of opinion that for the continuance 
of development of the industry of semi-manufactures and manu¬ 
factures of gold, it is necessary so to do, it may, not withstanding 
anything contained in Sub-section (4) by notification, empower the 
Administrator to entertain applications for the grant of certificates 
referred to in Sub-section (1) from persons who possess such qua¬ 
lifications and fulfil such conditions as may he prescribed.” 

10. For Section 46 of the principal Act, the following section 
shall be and shall be deemed always to have been substituted, 
namely : 

Total Quantity 

“46. The total quantity of primary gold in the possassion, cus¬ 
tody or control, whether individually or collectively, of the arti¬ 
sans employed by a licensed dealer shall not, at any time, exceed 
the quantitative limit applicable, under Section 32 to such dealer.” 

11. (1) In Section .50 of the principal Act, in Sub-section (1) 
(a) the following words shall be. and shall be deemed always to 
have been added at the end namely : 

“Suspend such licence or certificate as the case may be i^cud- 
ing the completion of any inquiry or trial against the holder of 
such licence or certificate, for making such incorrect or false state¬ 
ment or for such contravention as the case may be provided that no 
such licence or certificate shall be suspended for a period exceed¬ 
ing 10 days unless the holder thereof has been given a reasonable 
opportunity of showing cause against the proposed action.” 

(b) Clause (i) shall be omitted, (c) for Clause (ii) and the pro¬ 
viso occurring after that clause the following sub-section shall be 
and shall be deemed always to have been substituted namely : 

“(lA) the Administrator may, if he is satisfied after making 
such inquiry as he may think fit, that the holder of any licence or 
certificate issue renewed or continued under this Act has made 
such incorrect or false statement as is referred to in Sub-section 

(1) or has contravened the privisions of such law, rule or order as 
is referred to in that sub-section, cancel such licence or certificate 
as the case may be; provided that no licence or certificate shall be 
cancelled unless the holder thereof has been given a reasonable 
opportunity of showing cause against the proposed action”. 

12. For Section 88 of the principal Act, the following section 
shall be and shall be deemed always to have been, substituted, 
namely : 

“88. (1) A dealer or refiner who knows or has reasons to , 
believe that any person employed by him has in the course of such 


employment contravened any provisions of this Act or any rule 
or order made thereunder shall be deemed to have abetted 
an offence against this Act; 

Provided that no such abetment shall be deemed to have taken 
place of such dealer or refiner has, as expeditiously as possible, 
and in any case before the expiry of two days from the date on 
which he comes to know of the contravention or has reason to be¬ 
lieve that such contravention has been made, intimated in writing 
to the Gold Control Officer, the name of the person by whom 
such contravention was made and the date and other particulars 
of such contravention. 

(2) Whoever is deemed under Sub-scction (1) to have abetted 
an offence against this Act, shall be punished with imprisonment 
for a term which may extend to three years and shall also be lia¬ 
ble to fine.” * 

(13) For Section l(X) of the principal Act, the following sec¬ 
tion shall be and shall be deemed always to have been, substituted 
namely : 

“100. (1) Every licenced dealer or refiner or certified goldsmith 
as the case may be, shall before accepting, buying or otherw'isc 
receiving any gold from any person, take such steps as. arc speci¬ 
fied by the central government by rules made in this behalf, to 
satisfy himself as to the identity of the person from whom such 
gold is proposed to be accepted, bought or otherwise received by 
him. 

Contravention 

(2) If an inquiry made by a Gold Control Officer the person 
from whom a licensed dealer or refiner or certified goldsmith is 
purported to have accepted, bought or otherwise received any 
gold is not found at the address mentioned by the licensed dealer, 
refiner or certified goldsmith or at any other address ascertained 
from the first-mentioned address, the Gold Control Officer may 
call upon such dealer, refiner or certified goldsmith, as the case 
may be, to establish that he had taken the steps specified by the 
rules made under Sub-scction (1). 

(3) If such dealer, refiner or certified goldsmith, as the case 
may be omits or fails when called upon so to do, to establish that 
he had taken the steps specified by rules made under Sub-section 
(1), it shall be presumed until the contrary is proved, that such 
gold was accepted, bought or otherwise received by such dealer, 
refiner or certified goldsmith, as the case may be in contravention 
of the provisions of this Act. 

(4) Nothing in this section shall apply to a petty transaction. 

Explanation—In this section **petty transaction** means a tran¬ 
saction in which the total weight of any primary gold, article or or¬ 
nament which is accepted, bought or otherwise received from the 
same person in the course of a day, does not exceed 25 gm*'. 

14. In Section 114 of the principal Act, In Sub-section (2) 
Clause 0) be re^lett^ted as Clause (k) and before clause (k) 
as so re-lettered, the foUwing clause shall be inserted, namdy 0) 
**the types or classes of cases in which any authorisation may 
be made by the Administrator.** 
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YES! 

You can obtain 
Product Improvement 
with Cost Reduction 
in your industi^ 
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EXfRIISiOIIS 


Lightness, corrosion resistance, good 
surface fitxish, along with strength and 
combination of properties —you can obtain 
all at low cost with HINDALCO Aluminium 
Extrusions. There are endless applications 
m every industry using fabricated metal 
shapes as components of assembly. A sin¬ 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, H-sections, hollow shapes 
or semi-hollow shapes or special shapes. 

Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? It will pay you handsomely to 
do so! Please write to: 

HINDUSTAN ALUMINIUM 
CORPORATION LTD. 

Works: Renukoot, U.P. 

Offices: BOMBAY 
JELHI-CALCUTTA-MADRAS 
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THE COMPUTER AGE 
HAS BEGUN IN INDIA 



ICL & BEL join hands 
to make computers 

a dynamic power to boost the country’s economy 


ICL. Europe's largest computer company, will now be the first in India to manufacture 
<and export) one of the world's most advanced computer systems—in collaboration with 
Bharat Electronics Limited With its computers, ICL brings a dynamic new power to 
business and industry, to agriculture and research. A power that can speed up vital 
problem-solving and help boost the country's economy. 

8#b what ICL's new 1901A computer offers you: 

□ superior cost-performance ratio and 'software* facIliOes □ ease of operation and 
freedom to expand □ systems designed to suit individual requirements 
Find out more about how you can benefit from the fCL 1901A computer and Other data 
procasilng equipmant. Writ# today for more information to: 

International Computers (India) Private Limited 

P.O.Box aia. Bombay □ P.O.Box 76, New Delhi □ P-15. India Exchange Place Ext* 

Calcutta 12 □ P. O. Box 2437, Madras Q P. O. Box 60. Bangalore 

International Computers Indian Manufacture Limited 



the only Indian company programmed to manufacture and export computers 
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Mrs GMOnnam “ASTRAY” 

MRS INDIRA Gandhi has described her note on economic policy as ”just 
some stray thoughts rather hurriedly dictated”. The thoughts to which she has 
referred are not simply stray thoughts, but thoughts which have gone astray. It is, 
of course, clear enough that she was not indulging merely in the relatively inno¬ 
cent pastime of thinking aloud. There is deep and deliberate political motivation 
behind the note which has been addressed, significantly enough, to Mr Fakhruddin 
Ali Ahmed, The Prime Minister has used a “kitchen” knife to stab in the back 
certain Congress leaders, including some who are her colleagues in the central 
cabinet, with whom she has not been able to do a business deal for perpetuating 
her ascendency in the government or authority in the party. Unfortunately for 
her, the blow' has been deflected and has gone astray. 
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Mrs Gandh”s discomfiture at B;mgaIorc would have been even more complctb 
had Mr S. Nijalingappa, Mr S.IC.Patil and others of their way of thinking, includ¬ 
ing perhaps Mr Morarji Desai, taken the advice offered by Mr Kamaraj as soon 
as Mrs Gandhi’s “kitchen” knife made its appearance at the meeting of the 
Congress Working Committee. With characteristic common sense and sagacity, 
Mr Kamaraj suggested that there was no need for Mrs Gandhi's note to be con¬ 
sidered by the Working Committee, which might simply refer it back to the Prime 
Minister for consideration or implementation by the government. Had this 
strategy been adopted, Mrs Gandhi’s bluff would have been called for the simple 
reason that most of Mrs Gandhi's note was essentially so much political bombast.' 
Some of the members of the Working Committee, however, were so upset by the 
conspiratorial manner in which the note was sneaked into the agenda of the Work¬ 
ing Committee that they walked into the trap set by Mrs Gandhi and found them¬ 
selves caught up in a controversy which could be exploited by Mrs Gandhi’s 
demagogy for her personal ends or political purposes. If, nevertheless, Mrs Gandhi 
failed to make a kill, it was fortunately because those who would practise brink¬ 
manship usually lack the ultimate courage to make the final move. 

We are aware that the AICC resolution on economic policy, “welcoming” 
Mrs Gandhi’s note, has been claimed to be a “victory” for Mrs Gandhi in certain 
political quarters. It is, of course, nothing of the sort. The greater part of Mrs 
Gandhi’s note is either platitudinous or cliche-ridden. A good deal of it is also 
pointless since it prescribes policies for state governments some of which are cer¬ 
tainly not subject to fiats issued by the Congress party. The only operative part 
of her note is its attempt to revive the issue of the nationalisation of banks with the 
support, more or less open, of the Prime Minister for nationalisation. Even 
here, Mrs Gandhi has been so obsessed with her anxiety to secure her rear that 
she h^s made it possible for the debate to remain inconclusive. 

In one and the same breath. Mrs Gandhi has asked for a review of an earlier 
AICC decision favouring social control as an alternative to nationalisation and 
also put forward some suggestions for making social control more effective accord¬ 
ing to her lights. Taking advantage of th’s attempt on her part to eat the cake 
and have it, those members of the Working Committee, who are opposed to the 
nationalisation of banks, have managed to get the economic policy resolution 
through the AICC, without compromising their own position of opposition to 
nationalisation, while denying Mrs Indira Gandhi an opportunity to exploit 
demagogic sentiments in the AICC for bolstering her pretentions to being the only 
progressive, modern-minded or forward-looking leader the Congress party may 
turn to. In the process, while avoiding a split or formal polarisation of ideologi¬ 
cal attitudes within the Congress party, the members of the Congress Working 
Committee, who have taken a position against Mrs Gandhi, have succeeded in 
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reducing her. in effect, to being the 
leader of a faction in the party or a 
group in the central government. 

The immediate consequence of the 
development relating to the Prime 
Minister's note on economic policy, 
therefore, must be a very real diminu¬ 
tion In her authority as Prime Minister. 
Jt has become more than ever difficult 
for her to function as the purposive 
leader of a co-operative band of 
ministers bound by a sense of shared 
aims and responsibilities. As a result. 


The AlCC Resolution 

The followiog is the text of the economic 
resolution passed by the All India Congress 
Committee on .luly 13 at its session in Banga¬ 
lore: 

** There has been a good deal of discussion 
in the Congress organisation regarding the 
economic and social policy and the direction to 
be giyen to the economy to reach the socialist 
goal which the Congress has pledged to achi¬ 
eve. The note by the Prime Minister which is 
appended to this resolution broadly iiets out 
the policies to be pursued and steps to he taken 
for the purpose of improving the performance 
of our economy in indastry and agriculture 
and at the same time ensure that the process 
of economic development does not lead to 
concentration of wealth and economic power 
in a few hands. 

** At the same time it is necessary to set 
in motion social forces which will bring about 
improvement in the standard of living of the 
tens of millions who today live in subsistence 
or even lower than subsistence level and the 
aspect of social justice does not get clouded. 

**Soaie of the programmes are already 
in the process of implementation. The AlCC 
welcomes the note of the Prime Minister and 
calls upon the central and state govern¬ 
ments to take necessary steps expeditiously 
to implement the various points mentioned 
in the note.*' 

The text of the Prime Minister's note 
is reproduced in the section Records and 
Statistics ’ * elsewhere in this issue. 


the indecision and the inertia which 
have bedevilled the processes of govern¬ 
ment arc bound to go from bad to worse. 

The impact of these developments 
on the economy of the nation must 
necessarily be even more unfortunate. 
Although the net result of the proceed¬ 
ings of the AlCC at Bangalore is that 
the bid for the immediate nationalisa. 


tion of the bigger banks has been 
foiled, the threat of a take-over of 
commefcial banking is still left hang¬ 
ing in the air as a Damocles’ sword. 
It is. undoubtedly, an act of high ir¬ 
responsibility on the part of the Prime 
Minister of the country to have created 
a situation in which political uncertain¬ 
ties will be free to confuse and con¬ 
found the efforts of commercial bank¬ 
ing to cater to national priorities in 
the light of the guide-posts set up 
by the scheme of social control. 
Although a National Credit Council 
has been set up by the government 
itself to preside over the scheme of 
social control and although a Banking 
Commission has been asked to go into 
the issues, long-term or relatively 
short-term, of healthy banking deve¬ 
lopment, the Prime Minister has 
chosen to resort to shock tactics for 
dictating the functioning of commer¬ 
cial banking system and forcing them 
to serve the interests of a certain poli- 
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ticaJ grouping within the central govern^ 
ment or the CoIlgrc^is party. At a 
time when it is possible for desirable 
and important advances in banking 
to be achieved through the interplay 
of the initiatives and enthusiams of 
various bank managements and the 
promotion of healthy rivalry among 
them in the serving of national priori¬ 
ties, Mrs Gandhi has thought it proper 
to direct at them the cold blast of a 
possible bureaucratisationof the bank¬ 
ing system under conditions of a state 
monopoly. What is perhaps even 
worse is the animus which she has 
displayed in her note as well as in her 
speech to the AlCC against the private 
enterprise sector in the economy. 
In the name of socialLsm, Mrs Gandhi 
has betrayed a preference for state 
capitalism as a useful front for the 
power-struggle in which she finds 
herself involved in her desire to remain 
Prime Minister with or without the 
aid or support of the Congress party. 


What Ails ESIC? 


RECENTLY A doctor who was in the 
service of the Employees State Insurance 
Corporation (ESIC) and was associated 
with a north Indian factory, was stoned 
to death by angry workers. This 
incident raised a number of questions 
in the minds of the people who were 
connected, directly or indirectly, with 
the working of the ESIC. What had 
the doctor done to meet such a tragic 
fate at the hands of the very persons 
whom he was expected to render medi¬ 
cal assistance? Why had the relations 
between the doctor and the workers 
deteriorated to such an extent? Are 
relations between doctors and workers 
similarly strained at almost all the 
ESIC centres? 

Before attempting an answer to these 
questions, it is necessary to state that 
the ESIC, which came into being in 
1948 with the passage of the Employees’ 
State Insurance Act by Parliament, has 
been unwisely extending its area of 
operations, without having taken care 
to organise itself properly. At the end 
of the first Plan period, the number 
of persons covered was a 
little more than a million. Within the 
decade covering the second and the 


third Plan periods, the number of em¬ 
ployees who were brought within the 
purview of this scheme multiplied three 
times. At the end of last year, the 
scheme covered 3 7 million persons. 
The families of nearly 3 6 million in¬ 
sured persons, spread over 307 centres, 
were also covered. The total number of 
beneficiaries for medical benefit was a 
little less than 14 million. New in¬ 
dustrial centres arc being brought 
within the purview of the scheme every 
year, it is this rapid growth of the 
scheme, unaccompanied by sufficient 
effort to provide to its beneficiaries 
the promised benefits of the requisite 
quality which is the root cause of all 
troubles. 

The ESIC has 27 independent em¬ 
ployees' state insurance hospitals, 19 
annexes and 120 dispensaries 
in its own buildings. There are, in 
addition, 32 employees’ state insurance 
hospitals and two annexes, md another 
40 annexes are under construction, 
then there are more than 600 mobile 
dispensaries. All these facilities—even 
after the completion of the hospi* 
tals which ate under construction — 
are inadequate to provide satisfactory 
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^rvicc to the; large number of persons 
covered by the scheme. The scheme is 
not restricted to industrial workers only. 
Tt extends its benefits — medical care 
and treatment; cash allowance during 
sickness, maternity and employment 
injury; pension for dependents on the 
death of the worker due to employment 
injury, etc. — to the white collar em¬ 
ployees of the factories covered. 

The truth is that both the doctors 
and the insured persons arc dissatisfied 
with the scheme. The medical pro¬ 
fession had agreed to participate in the 
scheme in the hope that the national 
health insurance scheme would soon be 
promulgated throughout the country 
and at that time they would be able to 
obtain a reasonable remuneration for 
their services. At present, the doctor’s 
monthly fee works out to less than a 
rupee per patient which is obviously 
inadequate. On lop of this the doctor 
has to put up with the rude behaviour 
of the worker. There is no code of 
conduct for the workers; perhaps in the 
prevailing mood of labour in our coun¬ 
try no such code is possible. The 
worker very often insists od obtaining 
a certificate of sickness from the doctor 
on false pretexts. Again, it becomes 
very difficult for a doctor to prove to 
the satisfaction of the management 
of a factory or the ESIC that a certain 
worker has behaved rudely to him. In 
other words, the doctor finds himself 
working in conditions which are humi¬ 
liating. While the general atmosphere 
in the place of work is hardly congenial, 
the doctor is called upon to do a lot of 
clerical work with the result that very 
little time is left for professional work. 
He has to waste a lot of his time in 
argument with the insured w'orker 
who insists on being prescribed drugs 
or medicines which have no relation¬ 
ship to his disease. 

The worker on his part has his own 
grievances. He has a feeling that the 
ESI doctor docs not give due attention 
to his sickness and very often he has to 
seek the assistance of a private prac¬ 
titioner. The ESI scheme provides that 
the doctor should visit the residence of 
a sick insured employee but very often 
the doctor refuses to vIbSi even serious 
cases. The doctor is igenerally reluctant 
to give the^^qrl^ a m^tcal certificate 
for takifljf sfcfcnesife leaV6^i To short, the 


BASTERN ECX)NC^]ST 

worker has no faith in the ESI doctor 
who, in his opinion, is either incompe¬ 
tent or non-co-opcrativc. The worker 
is also dissatisfied with the standard of 
medical care available in theliospitals 
of the ESIC. 

In cases where there is real friendship 
and co-operation between the doc¬ 
tor and the worker, the ESIC is cheated. 
The doctor prescribes costly medicines 
for a worker who is hardly sick and the 
proceeds from the sale of the medicines 
are divided between them. If there arc 
rude workers in factories, then there are 
unscrupulous doctors also in some of 
the ESIC hospitals who look after their 
own interests more than that of the 
workers or the ESIC. 

Again, the ESIC has brought many 
ills into the working of industrial estab¬ 
lishments. Whenever there is a pro¬ 
longed strike in a faelory, the workers 
take shelter behind sickness benefit. 
Because leave on half the wages is 
available for 56 days in the year due 
to sickness, most of the workers avail 
of it fully whether they are sick or not 
—often with the collusion of the ESIC 
doctor. During the absence of a worker, 
the employer is forced to request the 
other workers to undertake overtime 
work at double the normal rates, 
increasing his bill for wages. In fact, 
the workers go on sick leave in rotation 
in a planned manner and the increased 
money so received is shared among the 
participants. The absentee worker is 
more than compensated for the loss of 
half the wages. It is in this way that 
the ESIC has encouraged absenteeism 
in factories. 

All these abuses of the scheme, by 
the doetbrs or workers, coexist with 
genuine grievances of both arising 
out of government red tape or adminis¬ 
trative bottlenecks. The scheme is run 
like a wing of the government on tradi¬ 
tional lines, ignoring the needs of the 
workers as * well the doctors. The 
medical benefits and other facilities to 
the workers reach them unduly late, 
causing discontentment all round. 

The ESIC is a centralised body but 
it can succeed in its missioaonly if the 
administrative authority is decentra¬ 
lised. It means that the implementa¬ 
tion of thef policies at the atate level 
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should be left to the state committees. 
There should be advisory committees 
even at the factory level where the em¬ 
ployers as well as the employees should 
be represented. It should be the func¬ 
tion of this body to iron out all diffe¬ 
rences and bring about harmony among 
the various participants in the social 
security scheme. 

At the state level, the ESI doctors 
arc under the jurisdiction of the state 
health ministries and it has been seen 
that whenever the administration wanty 
to punish a doctor — for whatcvei 
reason ~ - he is attached to the ESIC 
dispensary. Thus, he comes to his 
assignment in a disgruntled frame of 
mind and docs not attend to his work 
properly. This naturally leads to 
friction between ihc worker and the 
doctor. In order Co avoid this situation, 
the cadre of ESIC^. doctors at the state 
level should be different from that of 
other doctors. Then, the doctor going 
in for a job in the ESIC dispensary will 
know what is expected of him and the 
type of persons he will have to deal 
with. The slate governments, fot 
their part, should not shirk responsibi¬ 
lity. They should not dismiss the ESIC 
as a central scheme which is the head¬ 
ache of New Delhi alone. 

Besides the medical benefit which is 
one of the major functions of the 
ESIC, it pro\ides sickness benefit, 
maternity benefit, disablement benefit 
and benefit to dependents. In order to 


COVER CARTOON 

This cartoon was conceited and 
draw'n on the eve of the A ICC session 
in Bangalore. As a result of the 
developments at that meeting, there 
may have been changes in the posi¬ 
tions or postures of some of the ^*cats”. 
“The cat in the cosy corner,” 
for iastance, seems to have b^tirred 
itself in a manner of speaking. A 
certain “ cat on the wall *’ has 
managed to jump both ways. The 
other one has been pushed down one 
side of the wall perhaps against its 
better judgment. '^Thc hot tin roof” 
seems to have become hotter still. 
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reduce abseutecism in industrial esta¬ 
blishments, the corporation should 
give lump sum grants to those insured 
workers who make regular contribu¬ 
tions to the ESIC and do not claim any 
sickness benefit for long periods. In 
thcciisc of disablement benefit, the 
ESIC should take prompt decisions 
and avoid unnecessary delays which 
irk the workers. 

The Conimiltee on Labour Welfare 
headed by Mr R.K. Malaviya (former 
Deputy Minister for Labour in the 
union Ministry of Labour and Em¬ 
ployment), recommended, in its rcporl 
released on June 30. 1969. that the func¬ 
tioning of the Employees .Stale In- 
Mirance Scheme should be streamlined 
and improved upon, ft also suggested 
that the basic recommendations of the 
Employees State Insurance Review 
Committee should be implemented ex¬ 
peditiously. The members of the com- 
millce gathered an impression during 
their lour of the country (hat the state 
goNernments did not have an adequate 
number of doctors to man the ESIC 
hospitals. There was a dearth of doc¬ 
tors both for general medical activities 
and for special treatment. The doctors 
from the state cadre did not feel attrac¬ 
ted to serve in the hospitals of the ESIC 
because of the absence of incentives. 
The ESIC doctors have to put up with 
difficult conditions of work. The 
committee, therefore, suggested that the 
position w«>uld considerably improve 
if the ESIC set up its own regular cadre 

Hopeful Signs on 

NOTWITHSTANDING THE fact that 
the movement of wheat and coarse 
grains on private account was re¬ 
laxed several months ago or that the 
weather conditions during the growth 
l>criod of crops, both the last kharif 
and rabi, in «ome states left much to 
be desired, the governmental pro¬ 
curement of foodgrains during the 
current agricultural marketing year 
(October 1, 1968 September 30, 

1969) has been progressing at a fairly 
satisfactory pace. Till June 30, 
nearly three million tonnes of rice, 

2 2 million tonnes of wheat, 460,000 
tonnes of coarse grains and 190,000 
tonnes of gram had been purchased by 
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of medical personnel. Once a special 
cadre came into being, according to the 
committee, the officers of the cadre 
could get necessary orientation and 
training.' The committee expressed the 
view that this would go a long way in 
improving the medical side of the scheme 
which is generally criticised and which 
really affects the bulk of the insured 
persons and their families. With the 
institution of the cadre for the ESIC 
doctors the attendant complaints such 
as shortage of drugs and lack of proper 
medical attention would also disappear. 

The Employees' Stale Insurance Re¬ 
view Committee which had scrutinised 
most of the difiicult problems facing the 
corporation had come to the conclusion 
some time ago that the ESI Scheme 
.should be merged with the Employees 
Provident Fund Scheme. Basically, 
both are social security schemes and 
the reserves of the EPF can go a long 
way in improving the services of the 
EStC. According to the Annual Re¬ 
port of the Ministry of Labour for 1968- 
69, a tentative “Operational Plan" out¬ 
lining the various legal, administrative 
and financial aspects has been prepared. 
This is all to the gOi>d but after the 
merger, an attempt should be made to 
provide adequate service to those per¬ 
sons who have already been covered by 
the LSIC and only when salisfactor> 
standards in service have been attained, 
should new centres be brought within 
the orbit of this scheme. 


the Food Front 

the stale agencies. Although the 
overall procurement target of approxi¬ 
mately 8.1 million tonnes may not 
be achieved, the shortfall is unlikely 
to be more than 15 per cent. 

This } ear's procurement apparently 
will be a new record. With imports 
expected around 5-5 million tonnes, 
not only should we be able to control 
undue rise in food prices in the lean 
months of this financial year, but it 
should be possible for us to build up 
the long-sought-after buffer stock. 
If the next kharif crop is even normal, 
the buffer stock may aggregate nearly 
five million tonnes. This development 
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will indeed augur well for the fourth 
Plan. 

Although two fairly good agricultural 
seasons in succession have helped in 
procurement reaching this level, the 
role of the Food Corporation of India 
(FCI) in the performance of this task 
cannot be minimised. Contrary to the 
X>osition two years ago when several 
state governments had objected to 
purchases by the FCI in their jurisdic¬ 
tion, the services of the corporation are 
being solicited by almost every state. 
Of the total rice procurement till now, 
the FCl’s share (two million (bnnes) 
comes to about 66 per cent; the corpora- 
tion has been able to fulfil nearly 90 
per cent of its rice procurement target 
(2.2 million tonnes). In the case of 
wheat, the purchases of the FCI account 
for over 95 per cent of the total procure¬ 
ment: the target set by it for itself 
in this foodgrain has been achieved to 
the extent of nearly 80 percent. The 
procuremert of other foodgrains has 
been done by (he FCI alone. The 
operations of the corporation are now 
spread over as many as 15 states and 
union territories. 

It is further gratifying to note that 
despite much larger purchases this year. 
i he last year's debacle in the movement 
of wheat from Punjab and Haryana is 
not likely to be repeated. With co¬ 
operation from the railways, the FCI 
was able to move out of the tw'o states 
]iearly 677,830 tonnes of wheat during 
the six weeks to June 16, as against only 
348,920 tonnes during the corres¬ 
ponding period last year. With a view' 
to minimising the loss through pil¬ 
ferage during transit, the FCI and the 
railways have established a number of 
checking points on route. 

Scientific storage by the FCI, in 
which direction strenuous efforts are 
being made by it, should further help 
in reducing the loss caused by rodents, 
insects, etc., or through deterioration 
of grains otherwise. Up to May last, 
the FCI had a total capacity to store 
5 2 million tonnes of foodgrains. It 
is expected to be augmented by about 
6(X),000 tonnes in the next six months. 

In order to reduce its dependence on 
hired storage capacity^ which some¬ 
times is not strictly according to its 
specifications, theFCl» it is encouraging 
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to find* is finalising a new crash pro¬ 
gramme for construction of godowns. 
Considerhble weightage is proposed to 
be given in this programme to areas 
which are deficient in storage facilities. 

But our food problem apparently 
cannot be solved fully unless rice culti¬ 
vation is revolutionised in the way 
wheat farming has been transformed. 
This is because there are more people 
across our land whose staple diet is 
rice than there are people whose 
staple diet is wheat. The revolutionis¬ 
ing of rice cultivation may take time as 
the progress in the identification or 
evolution of improved seeds and their 
introduction on a commercial scale 
have been much slower than has been 
the case with wheat. Another limiting 
factor is irrigation; rice needs more of 
it than wheat, which means that a 
tubewell, for instance, can com¬ 
mand a much smaller area when it is 
sown to rice. 

In the immediate future, some 
improvement in the output of rice, 
of course, can be attained if 
husking operations are modernised. 
The three modern mills which 
have been set up by the FCI 
at Thanjavur, Mannargudi and 
Sembanarkoil, in Tamil Nadu, have 
shown that rice outturn from paddy 
can be raised to 70-72 per cent 
from the present yield of 67-68 
per cent (max.) from the existing 
huller type of mills. The FCI has 


WITH THE commencement of 
working by the fifth oil refinery 
in the public sector at Manali, 
near Madras, the oil refining in¬ 
dustry has established another 
major landmark in its meteoric career 
in the past two decades. Nowhere 
in the industrial field has such specta¬ 
cular progress been made as in the oil 
refining industry. This industry has 
now a capacity of around 18 million 
tonnes and it will not be long before 
when there will be a further increase 
in the capacity to over 22 million tonnes. 
The Cochin refinery is implementing 
its schemes for expanding capacity to 
3*5 million tonnes while the third 
million^tonne Mnit.wili shortly be erec- 
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plans to install another 24 modem 
rice mills by 1970-71 in various 
states in a phased programme. This 
programme not only needs to be ex¬ 
panded, but efforts also ought to made 
to encourage private entrepreneurs to 
switch over to the modern rice milling 
techniques. 

With the easing of the food situation 
and the procurement of sizable quanti¬ 
ties of foodgrains, there is now a case 
for the abrogation of food zones. Such 
a step will help in reducing the great 
disparities in foodgrain prices in diffe¬ 
rent states. It will also lessen the bur¬ 
den on the FCI should the next kharif 
crop turn out to be good. One of 
the main factors which has helped the 
green revolution during the last two 
years is the fixation of support prices 
for various foodgrains. Despite the 
assurances of the government that food- 
grain prices will not be allowed to pierce 
through the support levels, it may not 
be possible for the governmental agen¬ 
cies to lift at the support prices all 
the grains offered by farmers. If the 
food zones are abrogated, sizable 
quantities may be lifted by the private 
trade as well. Meanwhile, in Tamil 
Nadu, the state government has taken 
a cautious step forward by abolishing 
inter-district restrictions on the move¬ 
ment of rice almost completely, keeping 
only the Thanjavur district, the “rice 
bowl” of the state, within a cordon of 
regulations. 


ted at Barauni. The Haldia refinery, 
with a capacity of 2 5 million tonnes 
is expected to be completed within the 
next two’'or three years. The produc¬ 
tion target of 26 million tonnes for the 
fourth Plan envisages an increase in 
capacity to 28 million tonnes. This 
growth is expected to be achieved by 
augmenting production of the existing 
oil refineries. On the basis of the ex¬ 
perience of i he two refineries at Trom- 
bay and Cochin it is easily possible to 
raise output of petroleum products 
within a short period by incurring capi¬ 
tal expenditure which will be only one- 
third that on a new refinery. 

With the functioning of the Manali 
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refinery at full capacity and the imple¬ 
mentation of the expansion scheme of 
the Cochin unit in stages, the deficit 
in some products is expected to be 
wiped out. It has even been stated 
that the dependence on imports of 
kerosene would be eliminated and there 
would actually be a surplus of light 
diesel oil, furnace oil and gasolene. 
Naphtha, of course, will be temporarily 
in surplus. With a world-wide shortage 
of this commodity, sizable earnings in 
foreign exchange are expected to be se¬ 
cured till such time as the huge ferti¬ 
liser unit under construction adjacent 
to the refinery begins to function fully. 

The Manali refinery has some unique 
features as it is the first unit to use 
crude oil with a high sulphur content. 
It owns also the largest unit for pro¬ 
ducing base stocks for blending lubri¬ 
cants. The capital cost of this refinery 
is Rs 45 crores of which at least Rs 
19 crores is accounted for by the lube 
plant. The sulphur recovery unit will 
enable the displacement of imports of 
elemental sulphur to the extent of 
20,000 tonnes annuall]f. It has been 
explained that the outlay of Rs 45 
crores on the 13 units in Ihc refinery is 
due mainly to the lube plant which 
could easily cost Rs 19 crores, as stated 
above. It has also been emphasised 
that the cost of installing the desul- 
phurisation units will not adversely 
affect the economics of working of the 
refinery as crude oil imported from 
Iran will be purchased cheaper under a 
long-term agreement. 

The refinery, however, is expected to 
attain rated capacity only after some 



In Frankfurt Mr Desai recalled hfs 
experience as a follower of Gandhi. 


A Landmark in Oil Refining 
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months as, without the completion of 
the oil jetty now under construction 
north of the Madras harbour, the 
monthly requirements of over two lakh 
tonnes of crude oil cannot be brought 
in through huge tankers. Monthly 
supplies will be restricted to 1-2 lakh 
tonnes for some months. With the help 
of small tankers, which can be received 
alongside the existing berths, the re¬ 
finery may be operating arourd 50 per 
cent of capacity for about five months 
during which period major teething 
troubles, if any, arc expected to be 
overcome. 

The spectacular progress recorded 
in the establishment of refining capa¬ 
city has not, however, been followed by 
an equally impressive growth in oil 
exploration and exploitation. Con¬ 
siderable success has ro doubt attended 
the efforts of the Oil & Natural Gas 
Commission to locate sizable reserves of 
oil in Assam and Gujarat. But indi¬ 
genous production is currently running 
at around six million tonnes only and 
it is not expected that there will be an 
increase in output to more than ten 
million tonnes by 1973-74. It is, there¬ 
fore, considered essential to step up 
the output of crude oil and intensify 
also exploration so that the 
drain of foreign exchange, as a 
result of heavy imports of crude oil, 
can be minimised. It has even been 
complained that ONGC has not been 
active enough latterly and the success 
that attended drilling operations in 
Anklcshwar and Cambay has not 
yielded the desired dividends because 
of the delays involved in commercial 
exploitation and the creation of distri¬ 
bution and transport facilities. Special 
efforts are, therefore, being made to 
augment internal production. 

Meanwhile, it is felt imperative to 
reduce the outlay in foreign exchange 
by purchasing crude oil on a competi¬ 
tive basis. With Iran, Kuwait, Iraq, 
Saudi Arabia and other countries in the 
Middle East eager sellers of crude oil, 
the government is of the feeling that 
there can be a cut in the import bill 
of the refineries in the private sector 
as the Cochin refinery is getting its re¬ 
quirements on a cheaper basis. The 
units in Trombay have been asked to 
fall in line. But a serious controversy 
has arisen over what should be the 


actual price and what criteria should 
determine the premium paid for parti¬ 
cular types of crude oil. It is rather 
unfortunate that the rclaiionsbip bet¬ 
ween the forcign-owned refineries and 
the government has again come under 
strain. But there is no reason why an 
acceptable solution should not be 
found after an expert enquiry and the 
two Trombay refineries arc also allowed 
to utilise their unused capacity. With 
built-in facilities and the adoption of 
modern techniques, these refineries 
have been steadily expanding their ca¬ 
pacity and it has even been complained 
that the expansion is unauthorised and 
the required quantities of imported 
crude oil will not be fully permitted. 
It should be examined whether the 
existing capacity can be advantageously 
utilised on the understanding that there 
will be no further expansion of through¬ 
put without prior permission of the 
government. Understandably, there is a 
reluctance to permit expansion of the 
output of the foreign-owned refineries 
as any increase in profits, as a result of 
larger turnover, will necessarily mean 
repatriation of foreign exchange in 
larger amounts at a later stage. How¬ 
ever, it would be worthwhile to take 
advantage of the low cost capacity in a 
crucial phase of expansion and meet a 


Our defective system of education turns out, 
from year to year, a large number of young men 
who cannot but look to services, Government 
or private, as the only source of earning a living. 
The number of those who demand these jobs is 
constantly increasing, while there is no propor¬ 
tionate increase in the absorbing capacity of the 
services. In consequence, there is a large num¬ 
ber of educated young men all over the country 
who do not have u ork to do and constitute our 
inteilectual proletariat. The existence of any 
considerably large number of young men who, 
even though they have the capabilities, given 
the necessary training, to help in the country’s 
economic development, have to remain idle and 
exist as parasites, is not only unfortunate from 
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further rise in demand with an in¬ 
crease in the output of the six units in 
the public sector. These can easily 
take care of any increase in consumption 
in the coming years. 

There will be general agreement, how¬ 
ever, on the need for ensuring the maxi¬ 
mum saving in foreign exchange ex¬ 
penditure on crude oil import as it is 
expected that the bill will rise to Rs 
J 80 crores in the next few years and even 
a five or ten per cent cut in prices can 
result in appreciable saving in foreign 
exchange. It is also likely that new 
problems will arise in the not distant 
future in regard to the marketing of 
crude oil with a fairly high level of sul¬ 
phur content. Already, it has been 
indicated that some difficulty is being ex¬ 
perienced in disposing of the quantities 
of oil secured by India as a result of the 
successful offshore drilling opera¬ 
tions in Iran. If the capacity of the 
Madras refinery is expanded by one 
million tonnes at an early date, some 
of the problems may be got over. It 
is time there was greater understanding 
of the intricacies of oil refining and oil 
exploration and the topmost priority 
was accorded to the exploitation of oil 
resources so that there is a balanced 
growth of this strategic industry. 


the economic point of view but also aggravates 
social instability. It is, therefore, gratifying to 
learn that the Mysore Government have fram¬ 
ed laws for the grant of loans to educate young 
men for the purpose of setting up industry for 
which they have prepared themselves through 
undergoing the necessary training and also for 
purposes of expanding existing ones. The 
grants, half of which are to be treated as inte¬ 
rest-free loans repayable in instalments, spread 
over not more than five years,'^commencing 
after 18 months of the grant of the loan, shall 
not ordinarily be allowed to exceed Rs 1,000 
with an absolute maximum of Rs 2,000 which 
will not be exceeded in any case. The fentauiing 
half will be considered as a susbsidy. 


^la.5tetn ^con<mii6t J25 

JULY 21, 1944 
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MORE WILD THAN WISE 

CROESUS 


THE ANNOUNCEMENT on June 27 
of the decision of the Government of India 
to ban forward trading in shares with 
immediate effect was verily a bolt from the 
t>lue. The union Finance Ministry indeed 
deserves credit for really springing a sur¬ 
prise such as this, even more than for the 
drastic decision itself. “Certain unhealthy 
trends have been developing of late in the 
shares and securities business**, reads the 
relevant Gazette notification, and the ban 
has been imposed, we arc told, with a view 
to curbing these unhealthy trends and to 
prevent undesirable speculation. That all 
was not well with our stock markets is 
common knowledge and it must be said to 
the credit of the stock exchange authorities 
(in Bombay) that they took note of the 
unsatisfactory situation and even adopted 
precautionary action to arrest it by tighten¬ 
ing the margin system. It may be deba¬ 
table whether margins are effective, 
especially in the absence of an agency to 
scrutinise the account-books of stock bro¬ 
kers and the daily publication of figures 
of outstanding business, margins received, 
and stamp duty paid by the concerned 
brokers. I wonder whether even the go¬ 
vernment directors on the Slock Exchange 
Board take the trouble to note these to 
keep a close watch on any unhealthy trend 
that might manifest itself. But the realisa¬ 
tion was there on the part of those engaged 
in stock broking that the sharp rise in 
equity prices {The Economic Times index 
of ordinary share prices at 147 touched a 
record high for the last eight years) was 
becoming less and less justifiable and that 
something ought to be done to apply the 
brake. 

Watching the Reaction 

The first step, which is the strengthening 
of (he margin system, having been taken, 
the stock exchange authorities wanted to 
watch the reaction to this move before 
taking more drastic measures. Apparent¬ 
ly the centra] government regarded this as 
too alow a procedure and too modest a 
measure, and so brought down the aXo 
oh the stock exchanges with a heavy hand. 
It is ligoificent that even those who share 


the government’s view as regards the un¬ 
healthy trend in the stock markets consider 
the action too stringent and drastic and 
have expressed their doubts about its 
efficacy. According to them, if the autho¬ 
rities believe that they will, by this action, 
put to an end all unhealthy speculation, 
they arc nursing a fond hope. There are 
genuine apprehensions that the intended 
results are not likely to be achieved. On the 
contrary, there arc fears that the ban 
will hit healthy trading in equities. The 
government’s ban on forward trading has 
now led to all manner of uncertainties in 
the minds of those who have only lately 
been taking to investment in equities, which 
had led, more than any other single factor, 
to a revival of public investment interest in 
the capital market, a trend that the govern¬ 
ment is precisely out to foster. 

Fallacious Argument 

Now the ban presupposes that only prices 
of forward scrips have risen dispropor¬ 
tionately. This, however, is not the case. 
An examination of the price changes in 
selected equities , both in the forward and 
cash list, unequivocally establishes that the 
rise has been greater in cash scrips than in 
forward scrips — from 4.6 per cent to 
123.3 per cent as compared from two per 
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cent to 88.4 per cent, according to The 
Economic Times, Even in the actual num¬ 
ber of scrips involved in the price rise, it is 
stated, only three of the 20 selected forward 
scrips registered an increase of more than 
50 per cent, as against more than 20 out 
of the 40 cash scrips selected. If these 
trends prove anything, it is that whatever 
unhealthy or unduly speculative trend was 
there was confined to just a few scrips in 
the forward list. It is, therefore, asked, 
very pertinently, whether the ban should 
not have been confined more appropriately 
to just these scrips. For instance, the 
government could have ordered the stock 
exchanges to remove these from the for¬ 
ward list. 

Some Suggestions 

Other suggestions also have been made. 
One of them is that if, as a former LIC 
chairman had claimed, the LIC is interested 
in stabilising share prices, why did it not 
care to unload a big chunk of shares, say 
Rs 5 crorcs worth. If this had been done, 
it is argued, share prices would have fallen. 
If even with the unloading of Rs 5 crorcs 
worth of shares by LIC and/or other insti¬ 
tutional investors failed to have this effect, 
they should have repeated the step, there¬ 
by breaking the back of the biggest and the 
boldest speculator. If short-scllcrs came 
scrambling along when share prices reacted 
to the tightening of margins, speculative 
bulls would have been scared out of their 
wits by such studied unloading. Perhaps 
this is too much to except of the LIC. 

Meanwhile, it would be an over-simpli¬ 
fication to ascribe the rise in equity prices 
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wholly to spicculation. Apart from the 
anxiety of certain managing agents to keep 
a hold on ilicir voting power and the in¬ 
flow of funds from outside, there arc some 
vci*y good reasons for the recent rise in 
share prices. In the first place, thanks to 
large purchases by institutional investors, 
the number of good shares available has 
greatly dwindled, with the result that there 
is a scramble whenever these arc offered for 
sale, off and on. Secondly, there is a good 
deal of surplus purchasing power in the 
hands of the new investing class as a result 
of the spending of large sums by the go¬ 
vernment. Thirdly, the supply of many 
commodities is shrinking as more and more 


LET ME al the outset express my sincere 
gratitude to the Rotary Club of Bombay 
for having elected me an Honorary Rota- 
rian which undoubtedly is a distinction lor 
me coming as it docs from a premier Ro¬ 
tary Club of the country. I feel all the 
more honoured because along w ith me one 
of the most distinguished citizens of India 
and a leading industrialist, Mr. J.R.D. 
Tata, was also elected an Honorary Rota- 
rian. I became a member of the Rotary 
Club of Calcutta almost 35 years ago and 
in one way or the other, have been 
associated with the Rotary movement. I, 
therefore, prize the distinction you have 
generously bestowed on me. 

loipprtant Events 

I .should like to draw' your attention to 
tvyo or three important events which have 
taken place in recent monlhs. Afier the 
fiery ordeal at Faridabad, the Indian 
National Congress decided to remain at 
dead centre veering neither left nor right. 
It wranted to follow the middle course 
between the frying pan and the fire. This 
objective is, no doubt, in consonance with 
the teaching of Buddha who preached the 
doctrine of the Middle Way and of the 
ancient Greeks who enunciated the doctrine 
of the Golden Mean. Wc all, of course, 
want to follow the middle path avoiding 
extremes unless we hold W'ilh Oscar Wilde 
that “nothing succeeds like excess'’. And 
yet the middle of the road is full of (he risk 
of being overrun particularly in a city like 
ours where footpaths are meant for haw¬ 
kers and ali-the-year-round repairs, and 
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of these arc being exported — some in 
dustrics are said to be exporting about 30 
per cent of their output — to earn badly 
needed foreign exchange for importing 
essential raw materials from abroad. Also 
the licensing policy of the government is so 
slovenly and cumbersome that it takes, 
according to one source, at least seven years 
before a project can come to fruition. 
Meanwhile, no new company floatations 
arc possible to provide fresh openings for 
investment in equities. In short, the sharp 
upward trend in equity prices lately is not 
wholly unwarranted, except in stray cases, 
and, w ithout recognising this, the authorities 
have chosen to act wildly rather than wisely. 


This characteristically witty speech deli¬ 
vered by Mr G.L. Mehta at the Rotary 
Club of Bombay on July 8 has. In the con¬ 
text of the proceedings of the All India 
Congress Committee at its meeting in 
Bangalore last week, a tropical relevance 
which should appeal to our readers. - Ed. 


not for pedestrians who have to be either 
quick or dead. Pedestrians also usually 
walk in the middle of the road presumably 
because many of them are in a suicidal 
mood. But what seems left oi right ulti¬ 
mately depends on the vantage point from 
which you look and where vou draw the 
line. 

During the last century it was said 
in Britain that a child was born either 
a “little Whig" or a “little Tory”. But 
this difference is now outdated and we are 
all presumed to be either “rightists" or 
“leftists". For instance, if we suspected 
China's expansionist motives wc were de¬ 
nounced as “rightist” until 1962; and if 
wc are critical of the South Vietnam war 
we are damned as “leftist". So, too, in 
regard to planning; wc are “rightist" if we 
advocate a Plan within our means but 
“leftist" if we advocate a big, bold Plan. 
Or take nationalisation: to advocate social 
cpntrol of banks has now degenerated into 
a “rightist" course for those who advocate 
the commanding heights of the economy to 
be occupied by the state, that is, ministers 
ant} officials; while social control is looked 
upon as “leftist" by those who have been 
eliminated as chairme^n or directors of 
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banks. In all this, our views are pres* 
sumed to betray our subconscious leaning 
or bias or, as Marxists would say, class 
cojisciousness. The Marxist view itself 
b, howfover, completely “objective” and 
“scientific” and not swayed by any per¬ 
sonal motive or class prejudice! But as 
Rajaji said of the 1963 union budget, it 
was neither “right” nor “left” but “wrong”. 
Politics, a cynic has said, is the art of getting 
money from the rich and votes from the 
poor on the pretext of protecting each .from 
the other. Incidentally, during the general 
elections in North Bombay some years ago, 
when one highly progressive candidate was 
continuously speaking of “true leftists” 
and “bourgeois rightists”, a man at the 
back shouted out : "Wc, here, are neither 
Bffghtists nor Leftists but only typists.” 
Typists by definition must, of course, be 
Leftists unless they are stooges of mono¬ 
polists a term now synonymous w'lh 
capitalists, that is, some one with intiativc 
and courage to set up enterprises by risking 
money including not infrequently his own. 
Recently, Noiman Mailer, a well-known 
American writer, who is a candidate tor 
the mayoralty of New York is “running” 
to the left and right of everybody. He 
calls himself a “left conservative" — left 
because he believes civic problems demand 
radical solutions and conservative because 
he has little faith in centralised government. 

Lefter, Leftest 

Another important development is in 
the international sphere where the Final 
Document of the World Communist Con¬ 
ference held in June in Moscow' has asked 
the faithful to shun “right-wing" tenden¬ 
cies represented by Romania and 
Yugoslavia and the "left extremism” of 
China. In other words, the Communist 
Internationa] dominated by Soviet Russia 
wants also to follow the middle path. 
This may be surprising to some since the 
communists are generally believed to be on 
the left; but they arc also divided into right, 
centre, lefter and leftest. Stalin himself, 
you will remember, was quite moderjate ip 
killing off people both from the right and 
the left so that he could follow the middle 
path. He destrpyed Trotsky on the ground 
of bis “left d^viationism” and ^Bukharin, 
Rodek, Zenoviev and others a$ “right 
reactionaries". Thus, he always secured 
unanimity. Which reminds mo of the 
constitution of the Ottoman Empire.in the 
Middle Ages that stipulated for. unanimity 
in all dmsions with the result that the 
majority^ the minority and. ,thereby 
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automatically became unanimous! Re¬ 
visionism, as you know, is the most heiiious 
sin in the communist theology because it 
seeks to change the eternal laws of Marx¬ 
ism Leninism (or Marxism-Leninism- 
Maoism) which can be modified only by 
those in supreme power for the time 
being — that is, until the hero is declared 
a traitor at 3 a.m. in the morning. In our 
own country, the Marxist communists are 
regarded as ^'renegade rightists*’ by those 
who are known as Naxalitcs who propound 
with impunity a violent overthrow of the 
state. Once you go left, you have apparent¬ 
ly to go on going further left: indeed, 
1 have heard of a Marxist intellectual who 
holds a high official position in Delhi with 
a substantial salary and all the perquisites 
thrown in who considers even Mao Tsc- 
tung a revisionist! Paraphrasing a charac¬ 
ter in one of Wilde’s plays one could say 
of him that he thinks with the “leftists’* 
and dines with the “rightists”. 

New Development 

But there has been yet another develop¬ 
ment which T wonder whether you have 
noticed. A couple of months ago, a new 
organisation has been started in Delhi 
by left-handed people who, believe that 
considerable injustice is being done to them. 
Some years ago, the London Economist 
in a delightful article pointed out that while 
racial groups, religious minorities, and 
outcasts of all kinds and even women 
assert their claim for equality, the one 
group which has no kind of organisation, 
slogan or even collective consciousness is 
that of the left-handed. They do not even 
hnd a place in the Universal Declaration 
of Human Rights. They are simply ig¬ 
nored. Consider for a moment the in¬ 
justice done to them. The very word 
“right** has a moral connotation, a spiritual 
overtone. Even a full-blooded Leftist 
has to say “you arc so right"\ he cannot 
say “I shall give you the left answers’* un¬ 
less, of course, he is not in his right (or 
rather left) mind. No wonder, our Deputy 
Prime Minister has remarked that he was a 
“rightist” because he believed in adopting 
the ‘*ri:jht course”. 

1 should point out that this wrong to 
“the left” (comprising leftists, left-handers 
and left-overs) is of ancient origin. In 
Sanskrit, the word “Dakshina” which 
means “situated on the right side” also 
means able, skilful, dexterous, competent; 
also straight-forward, honest, impartial 
as wdl as pleasing, amiable, courteous 
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and civil; and it further connotes the right 
hand or the right aim. Needless to say, 
it also stands for south or the southern- 
side — not because people from the south 
have necessarily all these virtues but be¬ 
cause when you face the rising sun in the 
east, the south is to your right! Now could 
anything be more inherently unfair than 
this semantic injustice? Such a misuse 
of words would not have been possible if 
language had not been loaded with such 
words as “righteous” and “upright” in¬ 
stead of strictly neutral terms. It is high 
time our “neutralism'* was applied to the 
sphere of language. This is also essential 
to stem Rightist reaction by uniting all 
“progressive” forces and right-minded -- 
that is, left-minded, people. 

‘‘Might is Left’* 

Let there be no mistake about it. The 
danger is real, and right in our midst. 
Right has conic to mean not only what is 
correct and pro|x:r and virtuous; '‘rights’* 
are also taken to cover elements of justice 
and equality which the Right forces by 
their very nature deny to all the down¬ 
trodden and the nieak including the leftists. 
It is because they believe they have the 
authority and power to do this. But those 
who believe in Karl Marx’s dictum that 
violence is the handmaid of revolution or 
hold with Mao that political power comes 
out of the barrel of a gun should now 
proclaim in no uncertain terms that “Might 
is Left”. Even if they arc not prepared to 
stand for their country, left or wrong, they 
arc the leftful heirs of the revolutionary 
tradition. Naxalitcs would rather he 
right, that is, h/t, than in scats of power. 

And look at the absurdity to which all 
this leads. When wc wish to damn a man 
with faint praise we say that witli all his 
faults, his heart is in the right place, r.vcn 
a medical assistant and compounder in 
this country knows that the heart of a man 
is on his left side. But such is the tyranny 
of the self-righteous that oven here wc call 
the place “right” when wc really mean 
“left”. For, he would not be a “leftisl” 
but an abnormal person who bad his heart 
on the right side. Not even the stalwarts 
of the Swatantra Party have claimed that 
all planners have their hearts on the right 
and are, therefore, cranks or fadists. 
Occasionally, it is true, some of them 
argue, that the planners are disguised 
communist plotters. But not even the 
extreme right radicals as they are called in 
the United Slates have alleged that men 
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like tbe late President Kennedy and hit 
brothers and associates including ProL 
Galbraith who are mostly from Harvard 
behave as they do because their hearts ore 
on the right, that is, the left side. No one 
in his “right” mind would agree w'ith this. 

Starboard and Port 

Why then this flunkeyism tow'ords the 
right? Why do we make guests of honour 
sit on our right? Why do wc offer the 
right hand for shaking even if we are other¬ 
wise left-handed? Why arc Government 
Benches - - even socialist — placed to the 
right of the Speaker? Why do officers ask 
the men at drill to “right-about-turn?” 
Why does our Defence Minister not “recti¬ 
fy” this -- if, indeed, that word itself be 
permitted? Why should wc ask people 
to go “right ahead” when wc mean only 
ahead? In the last century in Europe ladies 
and gentlemen did the waltz only to the 
right— never to the left. Ships and air¬ 
craft do not use these biased and loaded 
terms and content themselves with such 
words as “starboard” and “port”. This 
could be adopted on our roads also. We 
still maintain one of the legacies of British 
imperialism in the “Keep Left” rule of the 
road at least in theory because often the 
iraflic docs not move at all or much of it is 
on the right or the centre of the road. 
This means that even bloated capitalists, 
tax-dodgers, black'marketeers and gold 
smugglers have some lime at any rate to 
keep to the left. Pakistan alter a wave of 
modernisation subsequent to receiving 
American military aid in 1954 changed the 
tratlic rule to the right but there was such 
confusion l'>etwcen right and left unavoid- 
dable in a “basic democracy” that the old 
order had to be reinstituted. What wc 
should do. therefore, in view of our inde¬ 
pendent foreign policy and our determina¬ 
tion to do aw ay w ith foreign aid is either to 
call the right side left and the left right, or 
alternatively, describe them as “starboard” 
or “port” or better still use their Sanskrit 
cqui\alcnts. 

Lastly, let me turn to cricket. Even this 
sport has been spoilt by the British; “play¬ 
ing cricket*’ means “playing fair”, another 
euphemism for being “right”. But let that 
pass. When wc were young — which was 
unfortunately long ago—we were told that 
right-hand batsmen and left-hand bowlers 
were the best. Why? There have been 
some superb right-hand bowlers as well 
as left-hand batsmen. But the prejudice 
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was against bowicrs. Apparently, it was 
more creditable to score runs than to get 
the opponents outj hence this use of the 
terms ‘left” and “right”. In order to 
force a draw or waste time some captains 
used to send a left-hand batsman along with 
a right-hand one so that the held had to be 
frequently changed. But Stephen Potter 
in his “Gamesmanship” has noted that 
one player going in after the eighth wicket 
was down would play alternate balls left 
and right-handed forcing the change in 
position of the field after each delivery 
and thereby completely tiring out the ex¬ 
hausted fielders. 1 doubt, however, if this 
would now be allowed by iimpii-cs. But it 
only illustrates to what lengths people go 
in being right and left even in sports where 
everythinit should be fair as in love and 
politics. 

Poles that Don't Exist 

And yet aren't these icrms somewhat 
outdated and irrelevant today? The 
Russian and the C hinese communists attack 
Ctich other as “right capitulationists" and 
“left disruplionisls" and no one is quite 
sure where the right, that is, the proper, 
communist line divides. Neverthelscs, 
some people in our country want what 
they call “polaiis;ilion of forces'* by which 
they apparently mean that there .should be 
“Right Consolidation" in one parly and 
“Left Unity" in another; along with this, 
the rightists want tl>c left adventurists to 
leave the C ongress and the leftists want to 
drive out the reactionary rightists. In¬ 
deed, we are providing novel and fascinat¬ 
ing experiments in political science by 
having an opposition within the same 
party and by having United Fronts with 
disunited leadership and divided following. 
“Anti-Congressism” is the rallying cry for 
those who want to unite under one banner 
but cannot decide whether they arc to the 
right or to the left of the Congress. Polari¬ 
sation of forces reminds me of what Stanley 
Baldwin, a former Prime Minister of 
Britain, once said that “socialism” and 
'‘fiee enterprise" are like the North and 
South Poles -- they do not really exist. 
In the social and economic spheres today, 
technological changes tend to blur old 
distinctions, ownership is being di¬ 
vot ced from finance and management is 
becoming increiisingly professionalised. 
Oil the international plane, it is hard to 
know which super-power regards which 
enher as its potential ally or probable enemy 
while doctrines arc only an instrument of 
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power politics. With those dynamic, even 
confusing, conditions pfevailing, we have 
to think not in terms of outworn labels and 
imported stereotypes, but stark realities 
that daily confront us. Prof. Harold 
Laski once remarked that those who 
continuously speak of the “right” and “loft" 
wings forget the flight of the bird; and, 
may I add, also the pb'ght of the bird. We 


THE RECENT strike by the supervisory 
staff of the State Bank of Tnd-a had certain 
unusual features which have posed new 
challenges to accepted concepts of indust¬ 
rial relations. The history of this strike 
and its implications therefore deserve to be 
analysed for their lessons for the future. 

The Genesis 

Although the public may have read in 
the daily press the versions of both the 
management and the supervisory staff, 
they may all the same be briefly recapitula¬ 
ted here. The (rouble, or rather the critical 
phase of the trouble, evidently started in 
March this year, when an officer absented 
himself from duty unaiithoriscdly. Accord¬ 
ing to the management’s version, although 
he was repeatedly instructed to resume 
w'ork, he did not do so on the score that as 
an orticc-bearer of the SBI Officers' Asso¬ 
ciation he had some important union work 
to complete and so could not attend to his 
work in the bank. However, he returned 
to his duty after about eleven days and, not 
unjustifiably, the bank did not pay him 
for the days on which he was unauthorised- 
]y absent. It was at this stage presumably 
that the State Bank of India Supervising 
Staff Federation came on the scene, or took 
over. For, when the four officers of the 
head office, who suddenly refused to pass 
cheques for over Rs. 25,000 even after they 
were specifically instructed to do so, were 
questioned by the bank authorities, they 
replied that they had been instructed to 
do so by their association. Surely the 
officers in question ought to have known 
that, in regard to all internal bank work, 
no outside agency could possibly have any 
say. In having ignored it, they rendered 
themselves liable to the charge of mis¬ 
conduct and invited disciplinary action on 
themselves. Siniilaily, two officers hold¬ 
ing keys of vaults containing important 
documents reportedly wfuscti to open the 
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have to endeavour to be not merely pro¬ 
gressive but inteltectually honest, not be 
swayed by passion and {Mxgitdioe but choose 
our paths after clear and calm thinking. 
For all “isms” have become “wasms”. 
We want less heat and more light, less of 
ideologies and more of ideas. Long ago 
was it said, where there is no vision the 
people perish. 


vaults at the usual appointed time (9.30 
a.m.), while 13 others changed their hours of 
duty on their own, causing considerable 
inconvenience to hundreds of customers. 
Then followed the mass casual leave on 
June 9, necessitating the SBI chairman’s 
notice to the bank’s clientele that services to 
them would have to be curtailed ^tt some 
branches. Again, there was the ugly epi¬ 
sode in the Wodehouse Road branch of 
the SBI (Bombay) from which, it must be 
pointed out here, the management did not 
emerge without damage to its image and 
ease. It was not only tactless and un¬ 
becoming of the management but grossly 
unfair as well that the management, after 
asking an officer of this branch to hand 
over charge, should have chosen to warn 
that he would be held “reponsible for all 
claims, losses and damages incurred by the 
bank by his failure to perform his duties 
since June 12, 1%9” as alleged by the 
Federation. This is tantamont to holding 
an officer responsible for actions done by 
his successor after he has handed over 
charge to the latter—an attitude which is 
as absurd as it is arbitrary. 

Slgnlficanl Background 

The present stalemate is not without a 
significant background. The question of 
revising the salaries of the supervisory staff 
had been hanging fire for more than three 
years. Ever since the Bank Award, em¬ 
ployees got neutralisation of the rise in 
cost of living to the extent of 86 per cent. 
It seems the supervisory staff had been 
pointing to the anomaly of their continuing 
to receive only 30 per cent rdWef on this 
account resulting in the take-home pay 
packet of some of them being somewhat 
lower than their own subordinates. 

After a series of negotiations on the issue, 
the ntanagement agreed to revise the pay 
scales and also implement them with tt* 
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tro^pcctivc offiKt from January 1, 1967. 
In terms of vaonty^ this means a payment 
of one crore of rupees by way of arrears, 
besides an additional annual burden of 
Rs. 50 lakhs to the SBI. In the wake of 
the SBI announcement to this effect, the 
earlier agitation was called ofT in April last. 
Meantime, disciplinary action was taken 
against some members of the staff vi ho had 
actively participated in the agitation. Thus, 
four officers v^ere suspended and four more 
were charge-shcctcd. The Staff Federation 
demanded reinstatement of the suspended 
officers and withdrawal of charge sheets 
against the others, but the SBI authorities 
refused to oblige, unless those concerned 
gave individual and unconditional apolo¬ 
gies. 

It is the contention of the Federation 
spokesmen that, in resorting to this action, 
the SBI chairman, Mr Tahvar, went back 
on his solemn assurances to forget about 
all the happenings during the tension 
period and to start on a dean slate. They 
further argue that Mr Talwar bypassed all 
the previous bilateral talks and made the 
rc\iscd pay scales announcement unilater¬ 
ally, that is vNiihout consulting the repre¬ 
sentatives of the supervisory ^taff. Another 
charge made by the Federation against Mr 
Talwar is that he insisted on a cringing 
apology instead of a simple one. On 
behalf of the SBI, however, it has been said 
that what Mr Tahvar insisted upon was 
individual apologies and not a collective 
apology (an apology by the Federation) 
for the very good reason that his official 
dealings were with bank employees as such 
and not their association even if it had 
been registered as a trade union. 

Sorry Episode 

It is interesting to gauge the reactions 
of the public to this sorry episode. The 
first and almost universal reaction was 
that the strike vvas allowed to last too long 
on grounds of prestige. Secondly and 
here, again, the reaction is general, it was 
asked why the Government of India, what¬ 
ever may be its other preoccupations, 
had not declared the strike illegal, although 
the SBI chairman had been describing it 
as such. Many have been tempted to have 
a dig at the protagonists of bank national¬ 
isation. It is ccitainly high lime that the 
public had begun thinking of what is like¬ 
ly to happen, if all the banks are nation¬ 
alised. As Mr S. Narayanaswamy of 
Madras pointedly said in a Letter to the 
Editor, pubfiribedin 7he Hindu “one point 
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on which there has been no debate is that 
the bargaining power of the unions of 
employees has substantially increased in 
nationalised institutions, such as the LlC, 
the Reserve Bank of India, and the State 
Bank of India, and fewer buttons have to 
be pressed when direct action is decided 
upon by the union leaders. The account- 
holders and commercial men can visualise 
lor themselves what is in store for them - - 
in an era where comjictilivc efforts at bank¬ 
ing service cease in the country and it Imj- 


THE HlGH-yicldiug varities programme 
(HYP), which is the major plank of the 
new agricultural strategy, W'as launched 
in our country from the kharif season of 
1966-67. The principal keystones of the new 
strategy are concentration of efforts and 
jcsources on those lands which have assur¬ 
ed water supply especially through irriga¬ 
tion, and use of seeds, both hybrid and 
exotic, which are known to produce much 
higher >icJds than the normal varieties in 
use. These seeds require the use of large 
doses ol fertilisers and carefully planned 
farm oixralions invohing the adoption of 
imp!oved practices. Under the new strategy 
stress has been mainly laid on more pro¬ 
duction per hectare and more crop per 
unit area. Having tried it for nearly 
three years, it is time to review the efficacy 
of the new strategy. The new' strategy 
poses certain questions which need to be 
answered. C'<in the country’s food problem 
be solved by merely concentrating on the 
comparatively small irrigated area? Is Jt 
correct to say that llie success of HYP 
depends to a large extent on our ability to 
bring a large number of small farmers 
into the fold of the programme ? Has the 
new strategy of propagating the HYP of 
foodgrains really succeeded; if not, why 
has performance under the scheme been 
poor and what lessons can be learnt from 
its operation ? In this ai tide, emphasis has 
been laid on the need to develop a strategy 
so that the benefits of the new technology 
instead of being cont'ned to irrigated areas 
and large farmers will be extended to un- 
irrigated lands and small farmers as well. 

Now let us make an estimate of the 
achievements of the high-yielding varie¬ 
ties programme. The actual area covered 
under HYP is available but no data is 
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comes a vast nationalished monolith, the 
employees of which become elated with the 
awareness that the saving community and 
the commercial borrower have nowhere 
else to turn for the services they need”. 
This is also the right time for employers 
to ponder over w hethcr a single union for 
all the units in a given industry or the same 
president for a number of trade unions may 
not lead to impossible situations involving 
undue coercion oi other forms of pressu¬ 
rising of managements. 


available about production of foodgrains 
from these areas. In the absence of such 
data we can judge its performance by study¬ 
ing the increase in overall production of 
foodgrains or by applying the prescribed 
yardsticks on the physical potential actual¬ 
ly utilised in a particular year, i.e. addition¬ 
al production potential approach. 

Impact of HYP 

As the contribution of individual crops 
taken under the programme in the total 
production of foodgrains is not known, 
the impact of HYP on foodgrains output 
can be made by analysing the trends in 
agricultural production in the last four or 
live years. Before the HYP programme 
was taken up, the output of foodgrains 
reached the record level of 89 million 
tonnes during 1964-65. This increase in 
production was largely due to favourable 
weather conditions and to some extent due 
to the impact of Intensive Agricultural 
Development Programme (I A DP) and In¬ 
tensive Agricultural Area Programme 
(lAAP). The weather conditions during 
1965-66 and 1966-67 were extremely un¬ 
favourable for agricultural production 
wiih the result that the foodgrains produc¬ 
tion of I he country suffered a severe set¬ 
back. The >ear 1967-68 was the first full 
>ear of the operation of the new agricul¬ 
tural strategy. This was also the year in 
which the production of foodgrains not 
only recovered from the trough of the pre¬ 
vious two years but shot up spectacularly 
lo a level of 95.6 million tonnes, which 
was about seven million tonnes more than 
the previous peak production registered in 
1964-65. The years 1965-66 and 1966-67, 
being abnormally bad years, have been 
left out for purposes of comparison. Like 
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the year 1964-65, the good performance in 
1967-68, which was spread over all food- 
grains, was accounted for by the new agri- 
culutral strategy, and also in part by 
favourable weather conditions. In view 
of this, 1964-65 has been taken as the base 
for the purpose of comparison and irtiidy- 
ing the impact of HYP on total foodgrains 
production in 1967-68. The area, produc¬ 
tion and yield of five crops taken under 
HYP and for foodgrains as a whole arc 
given in Table 1. 

As can be seen from Table I, the produc¬ 
tion of rice at 37.86 million tonnes in 
1967-68 showed a decline of 1.17 million 
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tonnes compared to that of 1964-65. This 
decline was due to a fall in the yield per 
hectare by four per cent, though the area 
had increased by one per cent. In the 
case of jowar, the production in 1967-68 
increased by four per cent as compared 
to 1964-65, due mainly to an increase in 
area. I'he yield per hectare was the siimc 
in both the years. The production of 
bajra went up from 4.45 million tonnes in 
1964-65 to 5.13 million tonnes in 1967-68. 
The increase in production was accounted 
for by a seven per cent increase in area and 
eight per cent increase in yield. In the 
ease of maize and wheat, production in¬ 
creased in 1967-68 by about 35 per cent 


Area—million hectare; Production—million 
tonnes; Yield per hectare—in kgs. 

Percentage 

incrca.se 
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over 1964-65. Increase in the produc¬ 
tion of maize was more duo to increase in 
area (25 per cent) than increase in yield 
(11* per cent) while in wheat it was more 
due to increase in yield (22 per cent) than 
increase in area (tl i>er cent). 

It is obvious that the achievement in 
wheat has been remarkable and it is also 
spread over a larger part of the area. 
Similarly maize also responded significant¬ 
ly to the new strategy. In ease of bajra, 
however, the impact of HYP is not so note¬ 
worthy. No impact is yet evident in case 
of rice and jowar. A comparison of levels 
of output in 1964-65 and 1967-68 indicates 
that the impact of new agricultural stra¬ 
tegy on aggregate foodgrains output in 
1967-68 was not significant as the increase 
in total production was due not only to 
increase in productivity but also to in¬ 
crease in area. 

Small Achievement 

Our success in the ease of wheat has not 
meant much from the point of achieving 
self-sullicicncy in foodgrains. The area 
under wheat is only about 12 per cent of 
the total area under foodgrains. Rice,, 
which is the major staple food of the 
nation, has not registered the same degree 
of success as has been achieved in the 
case of wheat because progress in the iden¬ 
tification and evolution of improved varie¬ 
ties of paddy and their introduction on 
commercial scale have been relatively slow. 

It is the finding of the study conducted by 
the Agricultural Research Centre, Madras,, 
in the Krishna District of Andhra Pradesh 
in the case of 60 selected farmers, that the 
high-yielding paddy seeds give a yield of 
1,700 kg per acre as against 1,600 kg per 
acre given by local varieties. It shows that 
the benefit of increased production and, 
therefore, of increased remunerativeness is 
not yet as demonstrable in the case of rice 
as it is in the case of wheat. Some of the 
other reasons for the failure of the HYP 
in the case of rice arc ; (a) the cost of 
cultivation is high due to larger expenditure 
on irrigation, fertiliser and labour; (b) it 
is liighly susceptible to posts and diseases; 
(c) it is not acceptable to the consumer 
as it is of coarse variety; (d) it<(fetches a 
lower price in the market; (e) defects due 
to cocking quality; and (f) proncncss to 
premature flowering of paddy for want of 
driers. 

Water management in the case of rice 
cultivation has not been tackled so far. 
While irrigation is a pre-condition, control- 


Tablf I 

AREA, PRODl CTION AND YIELD OF II.Y.V. CROPS 


Crops/Years 1964-65 1965-66 1966-67 1967-68 or 

decrease — 
col. 5 to 
col. 2 


1 

2 

3 

4 

5 


Rice 

Area 

36.36 

35.37 

35.25 

36.72 

1 

Production 

39.03 

30.66 

30.44 

37.86 

( -) 3 

Yield 

1073 

869 

863 

1031 

(- ) 4 

Jowar 

Area 

17.94 

17.50 

18.05 

18.63 

4 

Production 

9.75 

7.53 

9 22 

10.11 

4 

Yield 

543 

4.30 

511 

543 

— 

Bajra 

Area 

11.73 

11.56 

12.24 

12.54 

7 

Production 

4.45 

3.65 

4.47 

5.13 

15 

Yield 

380 

316 

365 

409 

8 

Maize 

Area 

4.62 

4.76 

5.07 

5,78 

25 

Production 

4.6(> 

4.7(1 

4.89 

6.27 

35 

Yield 

1009 

999 

964 

1125 

11 

Wheat 

Area 

13.46 

12.65 

12.84 

14.92 

11 

Production 

12 29 

10.42 

11.39 

16.57 

35 

Yield 

913 

824 

887 

nil 

22 

Toted Joodgrains 

Area 

117.53 

113.17 

115.30 

121.48 

3 

Production 

88.99 

72.03 

74.23 

95,59 

7 

Yield 

757 

636 

644 

787 

4 


Source : Area, Produaioft and Yield of Principal Crops in India, Directorate of Econo¬ 
mics and Statistics, Ministry of Food and Agriculture. 
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led Irrigatfon toms ta be an essential faetdr 
for the successful cultivation of high- 
yielding varities of fmddy. There is hard¬ 
ly any problem of water management in 
the case of wheat and millets. One more 
reason why the programme has been com¬ 
paratively less successful in paddy is that 
the crop condition, i.e., productivity* 
in wheat and millet crops can be sustained 
but in rice, where water takes away the 
<iua]itative improvement of land, cannot 
be sustained in bad years. It is* therefore, 
necessary to examine these technical as¬ 
pects and the extent to which some of the 
limitations arising from the characteristics 
of paddy varieties can be removed. 

We can also assess the impact of high- 
yielding varieties programme on agricul¬ 
tural production by applying the prescrib¬ 
ed yardsticks on the physical potential 
actually utilised during 1967-68. The 
actual area covered under different pro¬ 
grammes and additional production poten¬ 
tial of foodgrains created by applying these 
yardsticks may be seen from Table II. 
Experimental Stage 

In the earlier draft outline of the fourlh- 
five-ycar Plan (1967-71), in estimating the 
production of foodgrains at the end of 
1971, the base level production was taken 
at 90 million tonnes. If the additional 
production potential of 11.3 million ton¬ 
nes created in 1967-68 is included the 
total production of foodgrains should be 
101.3 million tonnes. As against this, the 
production of 95.6 million tonnes in 1967- 
68 .shows a gap of 5.7 million tonnes. 
Even if we take 1964-65 (production 89 
million tonnes) as the base, production of 
total foodgrains in 1967-68 still shows a 
gap of 4.7 million tonnes. It is thus ap- 
parant that cither the yardsticks adopted 
for working out the additional production 
potential were not correct, or the area 
covered under different programmes has 
not been correctly reported by the stales, 
or the impact of HYP was not very signi¬ 
ficant on the total output of foodgrains. 
It may, however, be borne in mind that the 
high yielding varieties programme is at 
an experimental stage rather than at the 
achievement stage. 

It is also relevant to see the increase in 
input utilisation from 1964-65 to 1967-68. 
Table III indicates the actual achievements 
under different programmes from 1964 to 
1968 and percentage increase in the year 
1967-68 over 1964-65, 

It U obvious that in term's of achlcvc- 
im^ts the li^ut^ situation in 1967-68 as 


Tablf n 

ADDITIONAL PRODUCTION POTENTIAL OF FOODGRAINS : 1967-68 


Programmes 

In lakh hectares 

Yardstick 

tonnes/ 

per 

hectare 

Additional 

production 

lakh 

tonnes 

1967-68 

(Achievement 

additional) 

Foodgrains 

only 

1 . High- 3 nelding varieties 

programme ; 




Wheat .. 

• 29.42 

29.42 

1.647 

48.47 

Rice 

17.84 

17.84 

1.647 

29.39 

Maize 

2.90 

2.90 

1.236 

3.58 

Jowar 

5.98 

5.98 

1.236 

7.38 

Bajra 

4.18 

4.18 

0.618 

2.59 

Total HYP 

60.32 

60.32 

— 

91.41 

2. Minor irrigation 

12.14 

9.71 

0.494 

4.80 

3. Major irrigation 

9.31 

7.45 

0.494 

3.68 

4. Multiple cropping 

29.10 

23.29 

0.494 

11.50 

5. Soil conservation 

14.16 

11.33 

0.124 

1.40 

Total 2—5 




21.38 

Total 1—5 




112.79 


Note : Under items 2 to 5 it is presumed that 80 per cent area were utilised for food crops. 


Tablf IH 

ACHIEVEMENTS UNDER AGRICULTURAL PROGRAMMES 


% 

increase 

Item Unit 1964-65 ♦ 1965-66 1966-67 1967-68 in 

1967-68 

over 

1964^65 


Minor irrigation. 


Potential 

M. hectares 

3.76 

5.30 

6.68 

7.89 

110 

Major irrigation 

Potential gross 


6.39 

7.04 

7.65 

8.46 

32 

Utilisation gross 

,, 

4.90 

5.54 

6.15 

7.08 

45 

Soil conservation on 

agri. land 


2.54 

3.97 

5.38 

6.80 

168 

Multiple cropping 

(add) 


— 

— 

— 

2.91 

— 

HYP 


— 

-- 

J .89 

6.04 

— 

Chemical fertiliser 

Nitrogenous N. 

’000 

555 

600 

840 

1150 

107 

Phosphatic PfOj 

tonnes 

99 

149 

200 

250 

400 

168 

Potassic KiO 

99 

69 

150 

115 

200 

190 

Plant protection 

M. hectares 15.38 

16.59 

24.28 

36.42 

137 

Short and medium- 

term loan adyanced 

Rs crorcs 

316.16 

341.74 

365.46 

405.00 

28 


Source : Draft fourth Plan and annual plans—Planning Commission. 
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compared to 1964-65 has improved under 
all the programmes. Except major irriga¬ 
tion and advances of short and medium- 
term loans, the percentage increase in 
achievement of all programmes is more 
than 100 over 1964-65. In spite of the large 
expenditure on high-yielding varieties 
programme in terms of fertilisers, irrigation, 
pesticides and other inputs, the output per 
hectare has not gone up in the same ratio. 

The main reason for the poor perform¬ 
ance of agriculture has been the lack of any 
major breakthrough in farm technology. 
As can be seen from Table I, the increase 
in output was not only due to increase in 
productivity but also due to increase in 
area, though the emphasis under the new 
strategy is mainly on maximisation of per 
hectare yield of crops and more crops per 
unit area. 

Proper Implementation 

There can be no two opinions that 
due to the new agriculiuial strategy 
substantially higher output could have 
been achieved, had the HYP been porpcriy 
implemented. It is recognised that HYP 
should be taken up in areas having irriga¬ 
tion or adequate rainfall and suited agro- 
ciimatically to crops selected for the area. 
But instances have been observed where 
enthusiasm to achieve rapid success has 
resulted in ignoring the basic requirements 
with adverse consequences. Success in the 
achievement of foodgrain targets during 
the fourth Plan is thus principally linked 
with the success of implementation of 
HYP. The new strategy of the intensive 
agricultural development has thrown up a 
host of new problems regarding supplies, 
credit, organisation, management, etc. 
Experience has shown that supplies of seeds, 
fertilisers and pesticides to the farmer are, 
in most cases, not ensured in adequate 
quantity, at the right time and at the 
desired place. This gives rise to a feeling of 
uncertainty among the farmers which need 
to be removed to ensure a real breakthrough 
in agriculture. Serious problems have 
been thrown up relating to strengthening 
of the rural infrastructure including more 
village roads, belter marketing facilities 
and adequate storage. The need for re¬ 
search relating to levels of inputs used under 
varying conditions in different regions has 
assumed urgency on the basis of opera¬ 
tional experience gained so far. Recom¬ 
mendations regarding optimum doses of 
fertilisers are to be decided taking into 
consideration the marginal input produc¬ 
tivity and tlv* output-input ratio. Irriga¬ 


tion requires to be intensive and produc* 
tive-based instead of extensive and protec¬ 
tive-based. Thus, are as with assured water 
supply and dry farming areas will call 
for different combinations of agricultural 
programmes. 

So far, the high-yielding varieties pro¬ 
gramme has been confined to irrigated and 
assured rainfall aieas. Concentration on 
these two categories of land is perfectly 
valid keeping in view their higher produc¬ 
tivity, response to modem technology 
and as an insurance against a year of 
drought. But it should be remembered 
that 80 per cent of the cultivated area in 
the country is unirrigated and there has as 
yet been no major breakthrough in research 
relating to dry farming. The problems of 
these areas need immediate attention since 
the process of economic progrc.ss in the 
irrigated areas has widened the gulf between 
the income of farmers in dry areas and 
those in irrigated areas. A comparable 
research and development effort for areas 
with scanty rainfall or uncertain water sup¬ 
ply is imperative, if the country is to avoid 
the serious consequences of socio-economic 
disparities between the two areas. For 
dry areas the crucial problem is moisture 
retention. It is, therefore, necessary that 
in pursuing programmes of soil conserva¬ 
tion, attention should be given to the need 
for water conservation. 

Priority Areas 

In selecting the region for imple- 
mcniing the soil and watei conservation 
programme in the plains, the area of 
operation has to be based on the annual 
rainfall where soil and climatic conditions 
are favourable. It is, therefore, suggested 
that the areas below 62.5 cm., between 
62.5 cm. and 112.5 cm. and above 112.5 
:m annual rainfall are identified for 
implementing a comprehensive and an inte¬ 
grated soil and water conservation pro¬ 
gramme. Priority may be given to areas 
between 62.5 and 112.5 cm rainfall, since 
they hold better promise of returns on 
investments. Research should also be 
taken up on priority basis to evolve suitable 
drought resistant varieties for all the crops 
which arc usually grown in the dry areas. 

The rate of participation of farmers in 
the programme showed a distinct upward 
trend with the increase in farm size. The 
higher participation by large farmers in the 
programme can be explained by the fact 
that they have greatar.risk-bearing capacity 
than the small farmers. The success of 
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HYP depends to a large extent on our abi<^ 
lity to involve a larger number of small 
farmers in the programme. Due to lack 
of liquid resources and limited access to 
organised credit institutions they are un^ 
able to incur adequate costs on variable 
inputs such as irrigation and fertilisers 
which have high returns per rupee of invest¬ 
ment. The extensive prevalance of crop 
sharing system in different states, parti¬ 
cularly in rice growing areas, comes in the 
way of farmers applying extra inputs for 
increased production, because the benefit 
of additional production would mainly go 
to non-cultivating landowners. The smalt 
tenant farmers with inadequate support 
from co-operatives and high rent liabilities 
get very meagre benefit in a good season 
and incur heavy losses in a bad season. 

Finance for Small Farmers 

Nearly 70 per cent of our population is 
dependent upon agriculture and most of 
them are small farmers, ft is necessary to 
make special arrangements to provide 
finance to these small farmers, both institu¬ 
tional credit and state assistance. The co¬ 
operatives should devote their resources 
exclusively to the poorer farmers and the 
needs of the more affluent section of farm¬ 
ers should be looked after by the commer¬ 
cial banks. As the small farmers do not 
have the necessary wherewithal for putting 
up their own minor irrigation works and 
plant protection measures, it is desirable to 
have a community approach, preferably on 
corporate or co-operative basis, in regard 
to these inputs rather than leave it to the 
individual capacity and initiative of the 
cultivators themselves. All this shows that 
unless the implementation of high-yielding 
van*tics programme is preceded by land 
reform measures and reorientation of the 
co-operative credit policy, it will only result 
in I he aggravation of income disparities in 
rural areas. 

Wc have seen that the performance of 
the new strategy has been poor because the 
application of new techniques is limited to 
a very small proportion of the cultivated 
land and mostly the benefits of HYP have 
been enjoyed by big farmers. The small 
farmers who constitute the l^k of the 
cultivators in the country, by and large., 
have not benefited much, as they are poli¬ 
tically and economically not well equipped 
to use the new farm technology. The new 
strategy will altogether fail if it is not re¬ 
designed to help small farmers and farmera 
in dry area. 
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WiNPOyV ON THE WORLD 

trs BEEN DBHDBVTME CONING 


E. B, BROOK 


VIENNA : 

AS EUROPE settles down with a new French govcmment 
and at the same time begins^ with the United States, to prepare 
for the important September meeting of the International 
Monetary Fund, it becomes clear that the overriding sentiment 
is caution. 

Alone among the nations Britain has put on an eager, brave 
smile that deceived no one and which was thought by many to be 
out of place when it proclaimed once again its impatient anxiety 
to join the Common Market. The British government, inciden¬ 
tally, makes much more show of eagerness than the British people; 
many on the continent arc convinced that the electorate will bo 
strong enough to hold Britain's “forward into Europe” campaign 
back whenever the election comes. 


and still going higher, the costs of speculation have risen to a dis¬ 
couraging level. It is more probable, some fear, that the money 
crunch may bring on some financial failures, though continental 
bankers are satisfied that they have the means to prevent a panic. 

The West German mark remains a problem. The Germans have 
the unusual experience of a trade surplus in boom conditions, 
suggesting strongly there is something wrong. Usually a trade 
surplus occurs during a recession. It is fully expected that the 
West Germans will have to accept a higher rate of inflation this 
year than they had considered acceptable if they arc to support 
their decision not to revalue the mark. Gormans will not admit it, 
but it is expected that wages in the Federal Republic will rise by 
more than 9 per cent and that retail prices will go up by about 
4 per cent this year. 


The three questions at the moment are France's attitude to any 
change in the Market structure, the likelihood of any revaluation 
of the West German mark and the rate of creation of Special 
Drawing Rights on the Tnlcrnational Monetary Fund. 

First Concern 

The first thing that is obvious about the attitude of the new 
French government is that, while the Common Market certainly 
enters into its calculations, France is, for the time being, pre¬ 
occupied with French domestic problems : its economy needs 
overhauling; the trade unions, the students and the general social 
set up all require attention. The Common Market in general 
certainly has a place in Pompidou's and Chaban-Delmas* thoughts 
but they arc concerned rather to strengthen the organisation than 
to enlarge it. Above all, France is concerned with the Market's 
agricultural and monetary problems. 

As regards prospects of Britain’s application for entry being 
considered anew it is not even certain that the now West German 
government that emerges at the end of September will consider 
Biitish membership as having any priority. If, as appears most 
probable, the new German government is dominated by Chancellor 
Kiessinger's Christian Democrats, its car will be open to Paris 
rather than to London and the British case will be well down the 
agenda. Particularly if Britain insists that it brings in with it the 
Irish Republic and the other EFTA nations, the application 
will be unwelcome, difficult to negotiate and subjected to as 
much delay as possible. 

Much more to the point at the moment is the probability or 
otherwise of parity changes. The opinion is growing stronger that 
a change in the exchange value of the West German mark will be 
slower in coming than many thought. Although the evidence 
mounts that the mark is undervalued, many no longer expect a re¬ 
valuation this year. Similarly, France is fully expected to maintain 
the parity value of the franc. 

The earliest probable date for a mark revaluation is next spring. 
And the probability of another round of currency speculation 
in thd meanwhile is not ruled out But, with interest rates high 


The speed and extent to which Special Drawing Rights on the 
the International Monetary Fund can be created have been causing 
some sharp exchanges between leading monetary officials. 

The Americans are easily the most open-handed, willing to 
create for five years as much as five to six billion dollars’ worth of 
Special Drawing Rights. The French are the most unwilling and 
conservative, holding that the IMF should not issue more than one 
billion dollars’ worth in a year. The West Germans and Italians 
are willing for the IMF to go as high as three billion dollars, but 
not higher. It is hoped to arrive at a conclusion before September; 
in the interim there will be periodic meetings with more sharp ex¬ 
changes of opinion as to the wisest and safest course. The con¬ 
flict is between those anxious to keep trade and commerce running 
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smoothly and the others equally anxious to discourage those who 
persistently fail to put their economic affairs in order and seek to 
live continually on extended credit to assist their repayments of 
earlier loans. 

The essential problem at the back of these differences also is 
lack of agreement on IMF quota revision. There is no agreement 
on whether the existing 23 billion dollars IMF world quota should 
be increased at all in 1970 or on whether any increase permitted 
should bo global or selective. A uniform increase would leave 
unchanged the relative “voting slock” of some powerful surplus 
countries in relation to the existing 23 per cent US quota, since 
IMF voles are linked to quotas. 

Since quota increases require parliamentary ratification in 
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member countnos representing 85 per cent of the votesi» 
Special Drawing Rights activation could be delayed till the autumn 
of 1970. Of the 113 IMF members^ some 30 to 60 want quotas to 
be increased, which means the organisation is numerically 
almost precisely divid^ on the subject. 

If the French are able to persuade their Common Market part¬ 
ners to adopt a minimum position with reference to Special 
Drawing Rights (their finance ministers are to meet in Brussels on 
July 17), they could drum up 16 per cent of the IMF voting rightSi 
constitute a veto at September’s World Bank meeting in Washing¬ 
ton and obstruct the more ambitious and generous US plans for 
world financing. 


SOVIET ASSISTANCE TO DEVELOPING COUNTRIES 

D. DEGTYAR 


THE SOVIET Union is assisting the developing countries to im¬ 
prove their productive capacity, train technical personnel and ad¬ 
vance culture. The significance for the developing countries of the 
industrial enterprises now being built with Soviet assistance can 
be judged from data on their production capacities which annually 
account for 8.0 million tons of steel, 4.9 million tons of iron ore, 
9.2 million tons of coal, 11.5 million tons of oil, electrical equip¬ 
ment for 3.2 million kW iind 150,000 tons of machinery. The 
rated capacity of all electric power stations constructed and under 
construction amounts to about 6.0 million kW. By the beginning 
of 1969, some 300 industrial enterprises and other units had been 
completed and put into oixjration. 

An important task of Soviet economic and technical co¬ 
operation with the developing countries at the present stage is 
to ensure the profitable running of enterprises and raise the effec¬ 
tiveness of Soviet economic and technical co-operation with these 
countries. In view of the proportions assumed by economic and 
technical co-operation between the USSR and the developing 
countries, it is vitally important both for the developing countries 
and the Soviet Union that the resources spent on building 
projects, carrying out geological prospecting and training person¬ 
nel should produce the maximum economic and political effect. 
With this end in view, about 2,000 Soviet specialists arc now 
assisting in the running of industrial enterprises and other projects 
built in the developing countries with Soviet assistance. 

An important measure to ensure the profitable running of 
enterprises and raise the economic effectiveness of co-operation 
is the timely training of local personnel. Therefore, after the con¬ 
clusion of agreements on the construction of projects, steps arc 
taken to train specialists and skilled workers who will be able 
after a short time to replace their Soviet colleagues who arc helping 
them in building and running projects. Skilled workers and fore¬ 
men are trained at site during the actual process of building and 
running of projects, while industrial training is available at the 
leading Soviet enterprises and specialist training at Soviet educa¬ 
tional institutions. 

Since 1955, over 150,000 skilled workers and foremen have 
been trained in the developing countries with the help of Soviet 
specialists, while over 5,000 trainees from the developing coun- 
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tries have undergone industrial instruction at Soviet enterprises. 
At present, about 32,000 young people arc studying or doing 
research at Soviet institutes, technical schools and post-graduate 
courses. 

At the request of newly independent states, the Soviet Union 
is assisting in the construction of some one luindred educational 
nstitutions (institutes, vocational and technical schools, training 
"centres and secondary schools) of which over 70 are now func¬ 
tioning. Hundreds of Soviet teachers arc employed in these 
institutes. 

Educational Institutions 

Among the educational institutions already built and com¬ 
missioned are the technological institutes in India and Burma; 
the Higher Technical College in Cambodia; poly technical institutes 
in Guinea, Ethiopia and Afghanistan; the institute of oil and gas. 
and the oil and textile technical schools in Algeria; and the poly- 
technical agricultural institute, the higher administrative school, 
the higher party school and medical college in Mali. In the 
United Arab Republic, the 40 training centres organised with 
Soviet assistance have already turned out about 25,000 skilled 
workers. As a result, 27 of the 40 industrial enterprises built and 
put into operation with Soviet assistance in the UAR are served 
entirely by the local personnel. In Syria, only its own specialists 
are employed at the reinforced concrete sleeper works and the 
Rastan Hydroelectric Power Station which were constructed with 
Soviet assistance. 

The next important step to ensure the profitable running of 
enterprises is uninterrupted supplies of raw materials. For 
instance, in order to supply the ferrous and non-fearous metal 
works constructed or being constructed with Soviet assistance, 
geological prospecting is carried out with a view to discovering 
industrial deposits of the relevant ores and dieir exploitation is 
being organised. At the metalturgical works in India and the 
UAR iron ore reserves and the exploitation of coking coals and 
limestone have been organised. The Soviet Union hdped India 
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to set up her own oil industry by assisting in prospecting as a 
result of which industrial reserves of oil and gas were discovered 
and two oil refinencs each with an annual capacity of three million 
tons were built 

The USSR is helping 16 countries in Asia and Africa* to 
prospect for various kinds of minerals. In these countries, Soviet 
specialists have located large deposits of oil, gas, ferrous, chrome 
and manganese ores, coal, phosphorites, aluminium ores, lead, 
zinc, copper, nickel, tin, mercury, tungsten, beryllium, gold, 
diamond, lazurite and other minerals. The exploitation of these 
minerals leads in many cases to the provision of sources of raw 
mrateriais for industrial enterprises already constructed or under 
construction. 

As for the food industry now being built with Soviet assistance 
in the developing countries, vegetable plantations arc being plotted 
and an increase in vegetable farming is being stimulated (for 
instance, vegetable-tinning factories in the Sudan and Guinea and 
dry onion factories in theUAR). In order to ensure the operation 
of enterprises to their capacity and marketing of their produce, the 
produce is adapted to the demand in the domestic as well as foreign 
markets. In many cases deliveries of output produced at com¬ 
pleted enterprises arc made to the Soviet Union both on coni- 
merical terms and in repayment of credit. The demand of these 
products is bound to increase as their quality improves. 

Reduction iu Costs 

The Soviet specialists help their colleagues in the developing 
countries to reduce the coii price of output by raising labour 
productivity, economising in raw materials, operational materials, 
fuel, electric power, steam and water, and by culling administra¬ 
tive and other expenses. These measures help to increase the 
profitability of enterprises and to reduce the time for capital 
investment to be paid off. 

The implementation of measures d^a^^ n up by Soviet si>ccialists 
jointly vsith local administrations, has enabled many enterprises 
which were at first working below capacity to attain their rated 
capacity and in some cases to exceed it. These include the 
Bhilai Iron and Steel Works, oil refineries at Barauni and Koyali 
and thermal power stations in India. Other enterprises which 
benefited in this way were 27 industrial unit^ in the UAR, inclu¬ 
ding two oil refineries, two spinning mills and works for manufac¬ 
turing files, aluminium cable and emery paper, the Nagloo hydro¬ 
electric power station and a bread-baking plant in Afghanistan 
and a vegeta^)!e-tinning factory in the Sudan. 

The economic clTectivencss of industrial enterprises built with 
Soviet assistance in the developing countries is not entirely limited 
to their profitability. The construction of these enterprises contri¬ 
butes to the development of the country’s productive forces, ensures 
the growth of production capacities and increases the volume of 
industrial output. 

The economic co-operation between the developing countries 
and the Soviet Union helps in raising employment and the standard 
of living. The construction of new enterprises stimulates the 
creation and development of related branches of industry and 
agriculture. For example, the building of metallurgical works 
necessitate organising or expanding the exploitation of ore, coking 
coal and limestone and provides the conditir ns for building]national 
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engineering enterprises. Tt also promotes the diversiheatton of 
the economy, which in its turn helps to strengthen the economic 
independence of the developing countries. 

The indicator of the economic eflcctiveness of enterprises 
built with Soviet assistance is iiot only the satisfaction of a country's 
o>Mi requirements but also exports of these products to foreign 
markets in order to obtain freely convertible currency. 
At present, output of enterprises built with Soviet assistance 
such as the Bhilai Iron and Steel Works in India is exported. 

The etlcctivcncss of co-operation can be raised by the deve¬ 
loping countries reimbursing Soviet organisations in time for the 
expenditure incurred by them in building these industries. Equally 
important for the cITcctivcness of this co-operation is that the 
Soviet organisations ensure timely fulfilment of designing and 
prospecting, deliveries of equipment, machinery, and also render 
technical assistance in the construction of various projects. 

The importance of certain measures of mutiiul co-opcraiion 
also needs to be emphasised. The Soviet Union delivers 
complete sets of equipment, machinery, spare parts and \aiious 


materials, and the developing countries, in return supply goods 
in which the USSR is interested. This creates favourable condi¬ 
tions for long-term co-operation. The expenditut'e incurred by 
the Soviet Union, for example, while assisting in the construction 
of gas pipelines and other projects in Afghanistan and Iran, will 
be repaid by deliveries of natural gas to the USSR As co¬ 
operation develops trade with the developing countries expands. 

The conditions stipulted for repayment of credits by the 
developing countries help to promote the economic effectiveness 
of co-operation. The Soviet Union generally agrees to repayments 
in the developing countries* tradifiomd exports and in the produce 
of their industrial enterprises, including those built with Soviet 
assistance. It is also advantageous for the Soivcl Union to obtain, 
in repayment of credit, the types of goods in which its economy 
is interested. 

There arc favourable conditions for further developing mutually 
advantageous economic and technical co-operation with the deve¬ 
loping countries. They arise from the willingness of the Soviet 
Union and many developing countries to use the advantages of 
the international division of labour on the basis of mutual benefit. 


COUNTER - REVOLUTION AGAINST KEYNES 


GERARD 

WASHINGTON : 

WHEN I formally studied economics, all of my teachers were 
confirmed Keynesiam. All of my lexllx^oks and most writings 
in the field reflected the thought of John Maynard Keynes, the 
brilliant British economist, who hack in the depression of the 
1930s challenged the accepted wisdom of his day, and offered a 
prescription for government action to restore prosperity. 

He held, as did the many young disciples in education aiul 
government who followed him, that government through fiscal 
policies taxation and government spending—could speed up 
or retard economic growth. In short, if business and economic- 
growth was stagnant or lagging, thegovernment should not concern 
itself with a balanced budget, but should cut taxes and increase 
government spending to increase purchasing power. Conversely, 
if the economy was moving ahead more rapidly than manpower or 
resources could absorb and inflation threatened, the government 
could slow it down by increasing taxes and decreasing govern¬ 
ment spending. 

Lord Keynes also held, and this is of particular import today 
as the United Slates struggles to check inflation, that the amount 
of money in circulation (currency plus demand deposits in banks) 
docs not matter much and that if the supply of money is plentiful, 
then the price for money, /.r., the interest rate, will be low'. 

Hut just as Keynes attacked the accepted wisdom of his time, 
an economist at the University of Chicago has challenged the 
theories of Lord Keynes and in recent months his ideas are gaining 
credence in the universities and government. He is Dr. Milton 
F riedman, who holds that money does indeed matter, and that 
it the supply of money is increased interest rates rise, not fail. 
FIc believes that while of course government spending and taxation 
have a sizable impact on an economy, the government monetary 
policies have even greater effect. 

This difference in views between the “fiscalists**, as the followers 
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of Kc>ncs arc called, and tlic “monetarists” or “ncoclassicisls”, 
as thoMi who are adherents of Dr. Friedman arc termed, is not just 
of academic interest. It concerns the strategy and tactics being 
followed by the United States in its war against inflation. 

The fiscalists had confidently predicted a year ago that actions 
taken hy the government to reduce sficnding and increase taxes 
would quickJy check the rising price spiral. In fact, the Federal 
Reserve Board, or central hunk, fearful that the shock would be 
great, eased the money supply. 

Opposite View 

Dr. Friedman and the monetarists predicted just the opposite. 
He said that the easy money policy of the Fed (as it is gcncraly 
called) would outweigh the effects of the restrictive fiscal policies 
and inflation would continue. He also said that interest rates 
would go'up. Dr. Friedman has been proven correct. And the 
Fed, toward the end of last year, admitted its error and began to 
restrict money and credit The monetarists now confidently look 
ahead to a slow dow n in the rate of economic growth, and a decrease 
in the rate of inflation. 

The differences in the two schools of economic thought date 
back to the depression of the early 193<)s. Dr. Friedman, unlike 
Lord Keynes, says that the low prices and low level of interest 
rates which discouraged investment, were caused at least in part by 
the Fed, which reduced the money supply by one-third between 
1929 and 1933. In recent years, prices and interest rates have 
been rising, but he notes the rate of money supply has been rising 
even more. 

Dr. Friedman does not claim that monetary policy is the be-all 
and end-all of economic development. He does note that every 
country that has attempted cheap money has suffered from 
inflation. And he suggests that monetary authorities can best 
, contribute to a stable economy by keeping the money supply 
growing at a steady rate commensurate' with grow^th in the 
economy. 
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the view has been attributed to Mr Jaisukh- 
]al Hathi, union Minister for Labour and Reha¬ 
bilitation, that a distinction should be made 
between ghcraos taking place in the course of 
industrial disputes and gheraos which aie em¬ 
ployed as tactics of intimidation or harassment 
by political parties for political purposes. The 
implication, presumably, is that gheraos in the 
former category have a certain legitimacy. J 
would like to believe that Mr Halhi is really 
not guilty of having expressed such an opinion. 
Even if he has done so, it will be good for him, 
the Govemme’it of India and the country if lie 
could reconsider his position. 

The crux of a ghcrao is its coercive nature. 
Courts have held that such acts of coercion arc 
illegal ai d an offence against the law of the 
land. It cerlainly is not proper, then, for a 
minister of the central gtveiTuncnt to try to 
separate the sheep from the goals w licrc gheraos 
arc concerned, especially after the tragic de- 
monstiation which was given,last week at the 
Hindustan Housing Factory in the capital of 
the extent to which violent tendencies could go 
in damaging property or threatening human 
life. It is clearly too risky a game for any 
politician to say or do anything which may 
encourage, however remotely or indirectly, 
attitudes of lawlessness or even iiresponsibility 
cn the part of labour agitators, 

* * 

The Tamil Nadu government has laid down 
a 15-point code of conduct for regulating the 
relatiorships between legislators and olTicials 
in the state. The essence of the code is that 
legislators should approach officials only about 
matters < f public or national interest with which 
they may be concerned in the discharge of their 
iluties as legislators. The officials, their 
part, are directed to help the legislators to the 
extent possible in discharging their functions 
under the Constitution. 

The code is insistent on officials showing 
courtesy and consideration to members of the 
legislature. In granting interviews, these officers 
should give priority to members of the legis¬ 
lature, except when a visitor has come by 
previous appointment. Again, when a member 
of tha legislature goes to meet an officer the 
latter should rise in his seat to receive tlie mem¬ 
ber and he should repeat this gesture of cour¬ 


tesy when the interview is concluded and the 
visiting legislator is preparing to depart. 

My chief interest in this C':»de is whether, 
apart from achieving its primary object of en¬ 
suring that government officials arc duly courte¬ 
ous and (xvoperative in their dealings with 
legislators, it will also be able to raise the 
standards of legislators’ conduct in their deal¬ 
ings with officials. Courtesy, they say. begets 
courtesy, and I do hoi^e Oiat this w'ill come 
true in this particular case. 

One, however, could be too optimistic, con¬ 
sidering the low state of morals and manners 
to which politicians, as a class, seem to have 
fallen. The story is told of a leading member 
of the DMK ministry that he once behaved 
extremely rudely towards the collector of a dis¬ 
trict at the hcadquartcis of which the minister 
happened to be camping. The provocation 
was that the unfortunate official in question 
Iiappcned to pay the usual courtesy call on the 
visiting dignitary at a lime when that august 
personage was preoccupied in a fashion which 
did not admit of intrusions into his privacy. 
Such was the scolding that the district collector 
reportedly got for doing what was his routine 
official duty that he felt compelled to report the 
incident to the higher authorities and asked for 
a ruling whether, in future, he should pay 
courtesy calls on visiting ministers or dispense 
with the forjiiality lest it Jed to embarrassing 
situations. This episode, it appears, occurred 
during the last days of the late Annadurai and 
caused much unhappiness to him, 

^ * 

The Director of tlie I>elhi Zoo, Mr K. S. 
Sankhala, is certainly a very gifted individual. 
His knowledge of human nature seems to be at 
least as great as his Knowledge of wild life. 
In the handling of liis press rclatioiTs, for ins¬ 
tance, Mr Sankhala can easily teach a lesson or 
two to the politicians. 1 he result is that there 
can hardly be a zoo story in the local press with¬ 
out Mr Sankhala coming into it at some point 
or the other in the hero’s role. 

There was, however, one occasion when the 
drama did not gocxactly according to the script. 
This was when an adventurist member of the 
simian family Wiis being moved to new quarters. 
The whole operation was based on Mr San- 
khala’s assumption that the species in question 
was afraid of water. As it happened, this 


particular specimen of the tribe refused to live 
up to the requirements of the zoo director’s 
monkey lore. Instead, the moment it was let 
loose in its new domain, it simply waded across 
the moat, which v,a< t.> have limited its move¬ 
ments to its legitimate territorj', and made a 
bid for liberty which could be frustrated only 
after a couple of zoo attendants had received 
minor injuries in the process. The point of the 
story is that Mr Sankhala had arranged for 
an impressive coverage of this “operation 
monkey” by press reporters and photographers. 
He had not bargained, of course, fer the mon¬ 
key taking it into its head to play monkey tricks 
and the rather unexpected denouement, un¬ 
fortunately but effeclively, robbed him of the 
chance of a stellar role, the pretentious simian 
in this case having decided to play both hero 
and villain. This was one occasion when Mr 
Sankhala might not have looked forward to 
his mtirning papers with eagerness. 

The man about whom I really wanted to 
talk here, however, is not the Director 
of the Delhi Zoc, but the Pre.sidcnt of the New 
Delhi Municipal Conimittee. If I was led to 
think of Mr SankJiala, it was because both of 
them seem to share a flair for public relations 
which is not a conunon gift of public officials. 
Mr Shrichand Chhabra, of course, is a truly 
forward-looking individual, his ambitions ex¬ 
tending beyond managing monkeys or even 
handling white tigers. It could be debated 
perhaps whether the Republic Day Honours 
title that came to him this year was in recogni¬ 
tion of his exertions at beautify ing New Delhi 
or in reciprocation of his naming a residcntial- 
cum-shopping complex at Chanakyapuri after 
the Home Minister of the Government of 
India. I am not suggesting here, whether 
directly or indirectly, that Mr Chhabra has not 
done a good job in such essential areas of civic 
dmenitics as the widening of roads or the pro¬ 
per lighting of streets. It would be churlish 
to deny his very genuine achievements in these 
respects. But I do confess to a feeling that his 
priorities may not always be legitimate civic 
priorities. Take, for instance, his current en¬ 
thusiasm for a civ ic centre with a main building 
which is to he taller than the Qutab Minar. 
Whom would he name it after? Mrs Indira 
Gandhi, I suppose. 

V.B. 
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CEMENT DECONTROL 

Sir. -Will you kindly pcrind me to 
point out the errors of facts and judgment 
in respect of some of the points sought to 
he made by Mr. L. Malhrani in his letter 
published in Economist of .Uinc 3. 

Mr. Mathraiii as “a large consumer of 
cement, being in the construction line" 
is apparently a canaliscr of cement to the 
eventual user and is therefore in a belter 
position than the ultimate consumer to 
cope with ductuntions in the availability 
of cement. 

Mr Mathrani's observation : ‘‘to say lliat 
there arc scarcity pockets in the northern 
and eastern regions of the country and that 
no requisite additional capacities in the 
regions arc forthcoming is fallacious " 
has little relevance to facts as may be seen 
from Table I. 

Table I 

ZONAL PRODUCTION AND 
CONSUMPTION IN 1968 

(//I lakh fo/wes) 


Production Consumption 

West 

32.49 

28.37 

South 

41.80 

29.69 

East 

22.48 

25.04 

North 

22.15 

32.51 


Apart from movements determined by 
propinquity, the irrefutable fact remains 
that production in the northern and eastern 
regions was short of actual consumption 
in 1968 to the extent of 47 pier cent and 
11 per cent respectively. In the northern 
region, even today many consumers and 
stockists have to deposit the money in 
advance and wait for months to get supplies. 

Table II gives the projection of supply 
and demand in the two deficit regions of 
north and the cast. The projections of 
demand arc on the basis of actual con¬ 
sumption in 1968 with 10 per cent increase 
per annum thereon. 

Table II clearly indicates that the 
northern and eastern regions will continue 
to i-emain deficit zones. Production from 
the expansion of Kymore and the new plant 
in Mandhar in 1971 and the proposed 
slag cement plant at Bhilai of five lakh 
tonnes in 1972 coming under Madhya 
Pradesh in vvestem zone will not be adequate 


to meet the above deficits, nxtra-rcgional 
movements from southern and %Nestcrn 
zones will therefore have to continue as 
at present. 

Tabie If 

PKOJKCTION OF SUPPI.Y AND 
DEMAND FOR CEMENT 


East North 


V'ear 

Avail¬ 

ability 

Demand 

Avail 

ability 

Demand 

1968* 

22.48 

25.04 

22.15 

,32.51 

1969 

24.80 

27.54 

22.15 

35.76 

1970 

24.80 

30.30 

25.10 

39.34 

1971 

28.30 

33.33 

28.30 

43.27 

1972 

31.10 

36.66 

28.31) 

47,60 

1973 

35.10 

40.33 

31.30 

52.36 

1974 

38.30 

44.46 

33.70 

57.59 


Actual 

-Mr Malhrani has deliberately over¬ 
simplified the issue by dismissing inter¬ 
regional movements as “natural from 
factories in one zone well placed to meet 
the demands in the other zones'*, and “that 
they will take place under any conditions, 
control or no contror*. Indeed these 
movements will take place us surpluses 
will always gravitate to deficit zones but 
the consumers will have to pay more, as 
in the absence of freight pooling, they wilt 
have to bear the higher actual freight 
instead of lower pooled freight as at present. 
This will be seen from Table III alongside. 

The most important point to remember 
in this connection is that more than 50 
percent of the country’s production is fed to 
the deficit areas with average freight higher 
than the present pooled freight. This 
also disproves Mr Mathrani's contention 
that the factories are strategically located 
and spread over “in such a way they can 
conveniently eater even to the remotest 
parts.” 

In addition to the increase in freight, 
the producers will also step up the basic 
price to neutralise fully their increases in 
cost of production as the price increase 
given by the government till now has been 
inadequate. 

Mr Malhrani, ignoring these facts, has 
chosen to put his faith in the abolition of 
freight pool to bring down price for cement. 
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He has given a very short-term appraisal 
of supply and demand in the country. 
Suffice it to say that deficits will start 
appearing in 1972 and will Increase to 
about three million tonnes in 1974, if a 
reasonable target for export is achieved. 
The small overall surplus in the interim 
period due to tlie temporary phase of 
recessions, is hardly enough to take care of 
emergencies such as power or wagon 
shortage, or railway bottlenecks of which 
Mr Mathraiii seems to be aware. There 
are already unmistakable signs of the 
lifting of recession and government demand 
under rate contract in the first quarter of 
1969 rose to 41 per cent and did^ not 
drop down to 30 to 35 per cent as men¬ 
tioned by Mr Malhrani. 

Table 111 

EFFECTS OF ABOLITION OF 
FREIGHT POOLING 

Annual F'rcight Likely 
con- in- mini- 

State sumption curred mum 

(thou- in in¬ 

sand IV/1968 crease in 
lonnes) (actuals) price on 
Rs/tonne aboliti 9 n 
of 

freight 
pool- 
Rs /tonne 


Maharashtra 

1450 

35.91 

10.43 

Goa 

60 

29.91 

4.43 

Andamans 

15 

111.90 

86.42 

West Bengal 

1000 

32.28 

6.80 

Assam 

300 

57.50 

32.02 

Uttar Pradesh 

1600 

31.90 

6.42 

Punjab 

750 

36.79 

11.31 

H. Pradesh 

80 

40.02 

17.54 

J. &K. 

40 

36.70 

11.22 

Delhi 

360 

28.91 

3.43 


It is not proposed to comment on the 
short spell of partial decontrol of cement 
(1966-67) and compare it with partial 
cxmtrol of cement in 1968 and 1969. The 
consumer is aware that the Cement Con* 
troller has done a much better job than 
CACO by managing the freight pool 
more economically and ensuring better 
supply to deficit areas such as Maharashtra, 
in many districts of which the consumption 
in 1968 was double what it was In 1967. 

In the light of the foregoing, it is for the 
public to judge whether the present 
is propitious for decontrol or the abolition 
of the freight pool. 

K. R. SUNDARESAN 
Panyam Cement and Mineral Industries Ltd^ 
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UNIT DIVIOENO 

A MARGINALLY higher dividend — 
7,1 against 7 per cent—^was announced by 
the Unit Trust of India for the year 1968-69. 
Mr R, S. Bhatt» UTI chairman, stated 
that income of the Trust during the year 
ended June 30,1969, amounted to Rs 4.83 
crores as against Rs 3.67 crorcs during the 
previous year. This will be allocated 
between the initial capital of Rs 5 crores 
and the unit capital of Rs 56.63 crores 
in the same proportion as the former bears 
to the latter. On this basis, unit capital 
will get Rs 4.43 crorcs, but, after deduc¬ 
ting expenses chargeable to it, there is 
left a balance of Rs 4.21 crores which 
has been earmarked for distribution to 
unit holders on the UTI register as on 
June 30, 1969. The dividend recom¬ 

mended by the Board of Trustees works 
out lo 71 pai.so per unit. The dispatch of 
income distribution warrants is to start by 
the end of September. - Over 50,000 
applications were received by the UTI in 
1968-69 and the total units sold were worth 
Rs 17.15 crores. About 320 applications 
for units worth Rs 17.48 lakhs (roughly, 
one per cent) were from non-residcnls. 
Now, non-residents can pay in foreign 
currency and receive their returns also 
in foreign currency. 

Applications for repurchases received 
were 8,205 involving about Rs 1.67 crorcs, 
as against 7,888 applications involving 
Rs 1.22 crores last year (1967-68). More 
than 5,100 additional unit holders joined 
the trust’s reinvestment plan. Maha¬ 
rashtra continues to account for 50 per cent 
of total sales, while Bombay City alone 
contributes half of that state’s share. UTI 
units this month will be sold at the special 
price of Rs 10.20 as against Rs 10.10 
last July. 

I.F.C, AID FOR PUBLIC SECTOR 

The Industrial Finance Corporation of 
India, which hitherto has been giving 
financial assistance to industrial concerns 
in the private and co-eperative sectors 
only, has now decided to extend such 
assistance to public sector undertakings 
and the government companies also for 
their expansion schemes. It is, however. 
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necessary that such companies are (i) 
public limited companies within the mean¬ 
ing of the Companies Act, 1956, (ii) have 
declared at least a maiden dividend, (iii) 
have built up .sufficient internal resources 
to undertake expansion programmes and 
(iv) have not approached or do not 
propose to approach the government for 
budgetary support for financing the ex¬ 
pansion programmes. In other respects, 
public sector undertakings will be treated 
at par with other industrial concerns lo 
which the C\>rporation grants financial 
assistance at present. Facilities sanctioned 
by the Corporation usually include (i) 
loans in rupee and foreign currencies, 
(ii) guarantees to foreign lending insti¬ 
tutions for foreign currency loans sanc¬ 
tioned to industrial concerns, (iii) guaran¬ 
tees to machiner> suppliers in this country 
and abroad for machinery and equipment 
supplied by them to industrial concerns 
in this country on a deferred payment 
basis, (iv) underwriting share and deben¬ 
ture issues and (v) subscribing to deben¬ 
tures issued by Industrial concerns. 

I.M.F. FINANCE TO BUFFER STOCK 

The International Monetary Fund has 
decided to extend assistance to member- 
countries for financing international buffer 
stocks of primary products. The decision 
of the IMF executive directors follows a 
study of the problem of commodity 
price stabilisation undertaken by the Fund 
in response to a resolution adopted by the 
Board of Governors at its meeting in 1967. 
The drawings for the purpose of financing 
"buffer stocks in connection with inter¬ 
national commodity arrangements will be 
made up lo amounts equivalent to 50 per 
cent of the member-country’s quota. The 
Fund has, however, put the limitation that 
drawings under the buffer stock facility 
and the already operating compensatory 
financing facility taken together should 
not exceed 75 per cent of the quota. 

TRIPARTITE MEET AT CAIRO 

The delegation from this country to the 
tripartite ministerial meeting with the UAR 
and Yugoslavia at Cairo from July 15 is 
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led by the union Minister for Foreign 
Trade, Mr B. R. Bhagat. 

Mr DESAI’S VISIT TO GERMANY 

Deputy Prime Minister, Mr Morarji 
Desai, went to West Germany on a five-day 
visit primarily to attend the opening of 
the Mahatma Gandhi Centenary somioar 
in Frankfurt. lie also discussed with West 
German Economic Minister possible pro¬ 
jects in which West Germany might give 
aid. 

W. GERMAN DELEGATION 

A West German Economic delcgatiort 
arrived in this country recently to nego¬ 
tiate an agreement on the German capital 
aid to this country for 1969-70. The agree¬ 
ment is expected to be signed during the 
delegation’s stay in this country. The 
delegation will also discuss with officials 
in this country overall aspects of German 
financial and trade and investment ques¬ 
tions. It will visit firms and Indo-Gcrman 
joint ventures in Madras and Bangalore. 

JEEP EXPORT TO YUGOSLAVIA 

Mahindra and Mahindra Ltd entered 
into an agreement with Jugoimport of 
Belgrade to export 600 iceps to Yugoslavia. 
The agreement, which was signed by 
Lt. Col. A. Katusevsky, leader of the 
Yugoslav delegation, and Mr Keshub 
Mahindra, chairman of the company, in 
Bombay recently, involves supplies worth 
Rs 90 lakhs. The delivery of vehicles and 
parts will start in September and the entire 
consignment will be completed by the end 
of the current year. Mr Mahindra stated 
that the agreement signified the buyer’s 
confidence in the quality of the vehicles 
which were being manufactured on the 
basis of 100 per cent indigenous content. 
The company, which had already made 
exports to Indonesia, Ceylon, Philippines 
and Laos, is currently exploring export 
possibilities in several countries. 

INDUSTRIAL PRODUCTION IN 1969 

Industrial production this year is ex¬ 
pected to record an increase of seven to 
eight per cent if the present buoyant con¬ 
ditions continue to prevail, according to 
Mr Fakhruddin Ali Ahmed, union Minis¬ 
ter of Industrial Development, Mr Ahmed 
stated that while recession was a thing of 
the past, its effects were still felt in some 
sectors of industry. The performance of 
the machine tool sector, he said, was 
“beyond my expectations". Internal 
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demand was fust picking up even as exports 
were mcrcasing. Mr Ahmed felt that there 
was considerable scope for increasing 
production of tractors, various types of 
which produced in this country now 
totalled some 20,000. There was demand 
for another 35,000 units, according to 
estimates of the Agriculture Department, 
Mr Ahmed added. 

BRAZILIAN CURRENCY DEVALUED 

Brazil has devalued the cru/ciro for the 
fourth time this year and for the seventh 
time since a flexible exchange rale s>slcm 
came into force last August. The Foieicn 
Exchange Department of the Bank of 
Brazil recently announced a rate of 
4.075-4.10 to the US dollar and said 
it would be effective from .July 7. The 
old range was 4.025-4.05 to the dollar. 

MINOR IRRIGAI ION COS I S 

The union Ministry of food and Agri¬ 
culture has agreed to raise the financial 
limit of minor irrigation schemes from 
Rs 15 lakhs to Rs 25 lakhs in the plains 
and to Rs 30 lakhs in hilly areas. Dr Rao 
had brought to the notice of Mr Jagjivaii 
Ram a resolution passed by the recent 
conference of the state irrigation ministers 
in Nainital recommending the raising of 
the financial limit. 

FINANCE FOR SMAIJ. INDUSTRIES 

Mr M. S. Parthasaratby, Director of the 
Bank of India, addressed the small-scale 
industrialists in New Delhi recently to 
explain various facilities and schemes 
evolved by the bank for financing 
their business. He staled that the 

bank offers block loans or term 
loans for a period of five to ten 
years for setting up, expanding, moderni¬ 
sing or renovating small-scale industries. 
Secondly it advances funds against pledge, 
hypothecation of raw materials or goods 
finished and in process - for w orking capital 
to cover the cost of spares, the cost of buy¬ 
ing and processing raw' materials, etc. The 
bank advances funds for inland bills pur¬ 
chases or discount for facilitating collection 
of trade receipts. It al.so advances 
in the form of packaging credits and post- 
shipment credits at concessional rates for 
encouraging exports. To encourage 
advances to the small-scale industries, the 
Bank of India at present charges a specially 
iow rate of 8i per cent interest on all 
advances up to Rs 2 laklis. The bank 
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also bears the amount of commission pay¬ 
able to credit guarantee organisation of 
the Reserve Bank of India to cover an 
advance under the credit guarantee scheme 
up to Rs 2 lakhs. He stated that 
the bank would be willing to consider 
advances up to a limit of Rs 1 lakh at 
concessional rale of 81 per cent to qualified 
technologists who have the ability and 
know-how' but lack the capital to set up 
and operate their own small-scale indus¬ 
trial units. He added that the bank is 
particularly interested in projects which 
are export oriented or ha\c import substi¬ 
tution bias. All that the hank leally needs is 
to be satisfied about the capacity to generate 
income adequate to repay the loan. 

SMALL-SCALE INDUSTRIES 

Measures to he taken for the develop¬ 
ment of small-scale industries during the 
fourth Plan period were discussed rccenlly 
at a meeting of the Panel on Small-Scale 
Industries set up by the Planning Com¬ 
mission. The panel which met under the 
chairmanship of Mr R. Venkataraman, 
Member, Planning Commission, was atten¬ 
ded by the members of the panel on Small- 
Scale industries. Mr Venkataraman stated 
that development programmes for small- 
scale industries should mainly aim at 
fuller utilisation of existing capacity. He 
added that it was necessary that the small- 
scale sector should have a systematic and 
sustained supply of raw material. Small- 
scale industry should be developed in such 
a way as to enable it to stand on its own 
legs rather than always depend on govern¬ 
ment for help. In this connection he 
suggested a study of the working of Small 
Business Administration in the USA and 
the Small Enterprise Agency in Japan 
which protect the interest of small-scale 
industries in those countries. 

The Planning Commission’s Panel on 
Handloom, Powerloora, Khadi and Village 
Industries, Handicrafts, Sericulture and 
Coir Industries, discussed the policy issues 
and programmes for the development of 
these industries as outlined in the draft 
fourth Plan. Out of a total outlay of 
Rs 295 crores for village and small indus¬ 
tries in the public sector, Mr Venkatara¬ 
man said, Rs 96.43 crores had been allo¬ 
cated for khadi and village industries, 
Rs 42.98 crores for the liundloom industry 
and power looms; the balance of Rs 
155.30 crores was meant for other small- 
scale industries. The allocations had been 
made within the limitation of available 
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resources. Some readijustment between 
different programmes within the sector, 
subject to the overall Plan priorities was 
poi^ible, but reallocations w'ould be 
difficult. 

WAGONS FOR SUDAN 

Sudan will buy from this country rail 
wagons and under-frames worth one crorc 
rupees under a contract finalised by the 
STC. This follows the recent visit of the 
union Deputy Minister, Mr Ram Sewak, 
to Khartoum and discussions there with 
the ministers and officials of that country. 
Mr Ram Sewak, who led a four-member 
official delegation to Sudan, returned 
recently. The STC has also won another 
global bid for supplying jute goods worth 
Rs 25 lakhs to Sudan. This tender has 
been won in the face of stiff competition 
from several countries. During his stay 
in Khartoum, Mr Ram Sewak signed a 
new trade agreement with Sudan for 
1969-70 envisaging trade exchange of the 
level of £ 30 million. This represents a 
50 per cent expansion of trade between 
the two countries. 

SYNTHETIC FIBRE PRICES 

Mr B. R. Bhagat, union Minister for 
Foreign Trade and Supply, stated that 
man-made fibre industry is of paramount 
interest to the consumers. He was inaugura¬ 
ting the annual general meeting of the 
Association of the Man-made Fibre Indus¬ 
try rccenlly. The industry will be able to 
achieve the success expected of it only if 
it is able to produce quality goods 
at prices which the people at largo would 
afford, he added. It would be in the 
interest of the industry itself to so adjust 
its price structure that its products acquire 
a much wider market not only in this 
country but also beyond the shores of the 
country, Mr Bhagat stated. 

Mr M. Ct. Petachi stated in his 
presidential speech that any decision 
based on the interim recommendations of 
the Tariff Commission on prices of viscose 
filament yam might prejudice the ensuing 
Tariff Commission inquiry. This apart, 
no tangible and reasonable conclusions 
could, in fairness, be arrived at on the 
basis of the interim recommendations 
because a full scientific study of costs had 
to be undertaken. It would, therefore, 
be desirable, Mr Petachi observed, that 
in the matter of fixation of prices, the 
government should take the final report of 
the Tariff Commission as the basis for its 
consideration. 
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G>mpany Affairs 


ZENITH STEEL 

ZENITH STEEL Pipes Ltd has revealed 
encouraging results during the year ended 
April 30, 1969. The company has earned 
a higher net profit of Rs 35.22 lakhs as 
against Rs 21 lakhs in the previous year. 
The director.s have provided Rs 11.63 
lakhs for depreciation, Rs 96,000 for 
statutory development reserve, Rs 32,000 for 
development rebate reserve and Rs 43.00 
lakhs for taxation. Higher payment of 
dividend at the rate of one rupee per share 
on ordinary shares, subject to tax as against 
90 paise per share in the previous year has 
been recommended. The directors have 
stated that till last year the shareholders 
enjoyed the tax-free dividend under 
Section 34 of the Income-Tax Act 1961. 
From now on the shareholders cease to 
get this tax benefit. The company is 
planning to increase its activities in the 
field of exports, construction and other 
directions. With regard to the working 
during the current year, 1969-70, the 
directors have indicated that production 
and exports are being maintained at the 
same rate as last year. The export 
amounts to 45 to 50 per cent of the com¬ 
pany’s production. The company manu¬ 
factured 36,300 tonnes of pipes during 
1968-69 against 32,500 tonnes in the 
previous year. The total sales amounted 
to Rs 5.94 crores as against Rs 5.07 crores 
in the previous year. The directors have 
pointed out that the company ranks first 
among pipe exporters in the country. 

KIRLOSKAR OIL 

Kirloskar Oil Engines Ltd proposes to 
maintain an equity dividend of 16 per cent 
for the year ended March 31, 1969, on its 
higher capital, new shares ranking for 
a proportionate dividend. Net sales 
of the company moved up from Rs 15.58 
crores to Rs 22. J 9 crores. It has reported 
a profit of Rs 1.52 crores for the year 
after providing for taxation and develop¬ 
ment rebate. Out of the disposable sur¬ 
plus, general reserve, from which the 
proposed dividends will be paid, absorbs 
Rs 1.19 crores, rehabilitation reserve 
Rs 6 lakhs, capital redemption reserve 


Rs 11.50 lakhs, loan redemption reserve 
Rs 10 lakhs and dividend equalisation 
reserve Rs 5.50 lakhs. The demand for 
the company’s products has shown a steady 
increase because of the emphasis on agri¬ 
cultural productivity. Although its exports 
have recorded a gradually rising trend, 
the advance has not been up to expectation 
because of politica! uncertainty in various 
countries. 

SWASTIK RUBBER 

Swnstik Rubber Products Lid has an 
expansion plan involving a Rs 2-crorc 
modern footwear unit to be set up at 
Chinchwad. The company’s foam rubber 
plant has alrctuly gone into production. 
Its exports increased by 95 per cent to 
Rs 70.13 lakhs in 1968. 

INDIAN ORGANIC 

Indian Organic Chemicals Ltd has pro¬ 
posed a bonus issue of equity shares in the 
ratio of two shares for every five held, 
besides maintaining equity dividend for 
the year ended March 31, 1969, at Rs 12 
per share. The company has revealed 
a gross profit amounting to Rs 52.07 lakhs 
during the year against Rs 33.48 lakhs 
for the previous year, in line with the rise 
in sales to Rs 1.32 crores from Rs. 1.03 
crores. Out of the gross profit, deprecia¬ 
tion absorbs Rs 9.27 lakhs, taxation 
Rs 21 lakhs and development rebate 
reserve Rs 1.90 lakhs, leaving a net profit 
of Rs 19.90 lakhs against Rs 11.84 lakhs. 
Out of the disposable surplus of Ks 19.94 
lakhs, a sum of Rs 19.90 lakhs has been 
transferred to the general reserve from 
which the proposed dividend amounting 
to Rs 6 lakhs will be paid. The proposed 
bonus issue will be made by capitalising 
a sum of Rs 20 lakhs out of the general 
reserve. 

PREMIER ^nlJ-S 

Premier Mills Ltd has shown higher 
sales at Rs 5.04 crores during the year 
ended March 31, 1969, against Rs 4.33 
crores last year. The working has 
resulted in a net profit of Rs 18.83 lakhs 
after providing Rs 12.^8 lakhs for dep¬ 
reciation, Rs 2.95 lakhs for managing 


agents’ remuneration, Rs 70,000 for 
development rebate reserve and Rs J 5 lakhs 
for taxation. The equity dividend has 
been raised from 10 per cent to 12 per cent 
which will absorb Rs 6 lakhs. Preference 
dividends will absorb Rs 2.50 lakhs. The 
directors have transferred Rs 10.25 lakhs 
to general reserve, leaving a sum of 
Rs 13,999 to be carried forwaid against 
Rs 5,676 brought in. Development rebate 
reserve of Rs 2 lakhs provided in 1959-60 
has been drawn back and transferred to 
general reserve. The estimalcd cost of 
the company's replacement and renovation 
programme has risen from Rs 65 lakhs 
to Rs 72 lakh.s. In 1969 and 1970 the 
company will incur expenditure of Rs 12 
lakhs lor the improvement of machinery 
at one ol its branches. 

MINERVA MILLS 

Mincivu Mills Ltd during 1968 has 
shown a loss of Rs 11 .10 lakhs compared 
lo the loss Rs 8.21 lakhs in the previous 
year, after providing Rs 7,440 for depre¬ 
ciation. Sales have increased to Rs 217 
crores from Rs 1.07 crores. After bring¬ 
ing in the previous year's debit balance 
of Rs 11.51 lakhs and making some 
adjustments, a total loss of Rs 25.33 lakhs 
has been carried forward. The arrears of 
depreciation at the end of 1968 are Rs 34.75 
lakhs, of honus Rs 5.79 lakhs and of pre¬ 
ference dividend Rs 3.05 lakhs. The 
company's working was alTcctcd by dis- 
loatlion ol work following labour trouble. 
The directors state that due to a favourable 
budget and improvement in trading con¬ 
ditions. the cash losses of the current year 
are e\i>cctcd to be negligible provided the 
working capital resources are restored 
immediately by grant ol additional guaran¬ 
tee by the state government, which it has 
sought. They hope that from 1970 
onwards the company will start generating 
cash profits. The company proposes to 
sell some surplus land and machinery, 
proceeds of which can be utilised for 
repaying a major portion of its liability 
amounting to Rs 10.75 lakhs to the Na¬ 
tional Industrial Development Corpora¬ 
tion Ltd. 

DENA BANK 

The directors of Dcna Bank Ltd have 
proposed an interim dividend of two rupees 
per share of Rs 50 each for the half-year 
ended June 30, 1969, the same as in the 
previous year. This will amount to 
Rs 5 lakhs. The bank had paid a total 
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dividcnJ of Rs 6 pir share (12 per cent) 
for 1968 and 1967. 

ORIENTAL JNSl'RANCE 

The Oriental Fire and Gencrai Insurance 
Co. I td has recorded a lower pre-tax 
profit of Rs 44.06 lakhs for 1968 against 
Rs 59.60 lakhs for the previous year. 
The company's income from net premiums 
increased to Rs 10.34 crorcs from Rs 9.02 
crorcs in 1967. Net claims were higher 
at Rs 5.83 crores against Rs 4.31 crorcs. 
The company’s profit out <^f fire business 
increased to Rs 74.58 lakhs from Rs 57.11 
lakhs and of miscellaneous business to 
Rs 14.41 lakhs from Rs 1.69 lakhs. The 
loss on marine business increased substan¬ 
tially to Rs 74.52 lakhs from Rs 11.84 
lakhs. Out of the pre-tax profit, Rs 13 
lakhs has been provided for taxation, 
leaving a net profit of Rs 31.06 lakhs 
against Rs 34.60 lakhs. The directors 
have transferred Rs 15 lakhs to the general 
reserve and Rs 16.50 lakhs to dividend 
reserve. No allocution has been made 
to dividend equalisation reserve, which 
claimed Rs 3.30 lakhs in the previous 
year. The proposed dividend of 
15 per cent will claim Rs 16.50 lakhs 
and will be paid out of the dividend 
reserve. The overall ratio of net claims 
to net premium has increased to 56.39 
in 1968 from 47.71 per cent in the previous 
year due to adverse experience in the 
marine department. 

FRICK INDIA 

Frick India Ltd, manufacturers of air- 
conditioning and refrigeration equipment, 
will enter the capita] market in November 
this year for raising an additional capital 
of Rs 20.30 lakhs in view of its expansion 
plan. This was stated by the managing 
director of the company at the annual 
general mc'eting of the shareholders. He 
hoped the sales during the current year 
would touch Rs 1.50 crorcs and exports 
would continue to grow. Referring to 
the company’s working in 1968, he stated 
that after providing for depreciation and 
development rebate the profit amounted 
to Rs 4.86 lakhs and the company declared 
a maiden dividend of eight per cent. 

JYOTI 

Jyoti Ltd, Baroda, has embarked upon 
a new venture with the relay manufacturing 
plant at a cost of Rs 12.5 lakhs in colla- 
boration with Companie Das Comptcurs 


of Franco. The chairman of the com¬ 
pany stated that relay instrument was 
used to protect electrical machinery against 
interniption owing to faulty power flow. 
Faults were detected quickly and relays 
were known as silent sentinels protecting 
power generators, he added. Fhe plant 
is the second of its kind in the country. 
He pointed out that it would produce 
.300 relays per month in the first stage 
and after the completion of the third 
stage 2,000 relays per month. He added 
that about 58 per cent of components 
were indigenous and 42 per cent imported. 
Gradually indigenous parts would replace 
the imported ones. 

RAJKUMAR MILLS 

Rajkumar Mills Ltd will issue bonus 
shares in proportion of one equity share 
for every two equity shares. The com¬ 
pany also proposes to increase the autho¬ 
rised capital from Rs 30 lakhs to Rs 60 
lakhs hy the creation of 40,000 equity 
shares of Rs 50 each. In view of the 
proposed bonus issue, the board has 
decided to skip the dividend for the >ear 
ended December 31, 1968. The working 
results for the year showed a net profit 
of Rs 6.98 lakhs as against Rs 2.31 
lakhs in the previous >car, after providing 
Rs 4.48 lakhs for depreciation, Rs 12 
lakhs for taxation and Rs 18,832 for 
development rebate reserve. 

GOLDEN rOBACCO 

Golden Tobacco Co Pvt Ltd has recor¬ 
ded sales to the extent of Rs 37 crores, 
during the year ended June 30, 1969. The 
company produced over 8.480 million 
cigarettes and paid central e.xcise of Rs 
22 crorcs. The company produces about 
13 per cent of the total number of cigarettes 
in the country. It has plans to set up 
a new plant in Gujarat with a capacity of 
22 to 23 million cigarettes per day. It 
will have a capital outlay of about Rs 2 
crores, half of which will be in foreign 
exchange for machinery. The company 
has developed export markets in Russia, 
Czechoslovakia and Afghanistan. The 
Gujarat project is expected to be ready in 
the next two ycitrs. 

COORLA SPINNING 

The Cootla Spinning & Weaving Co. 
Ltd has proposed to maintain its equity di¬ 
vidend for the year ended March 31, 1969, 


at Rs 9 per share. The company has re¬ 
corded gross profit of Rs 27.89 lakhs 
during the year against Rs 22.21 lakhs 
for the previous year, sales amounting 
to Rs 3.57 crores against Rs 3.31 crores. 
Out of the profit, the directors have pro¬ 
vided Rs 6.93 lakhs for depreciation, 
Rs 12 lakhs for taxation, Rs 52,000 for 
development rebate reserve, Rs 4.65 lakhs 
for general reserve and Rs 3.51 lakhs for 
the payment of dividend. 

POWER C.ABLF^ 

Power Cables Private Ltd, a manufac¬ 
turer of welding electrodes, will pro^1de 
technical know-how to Oregon Industries 
Far East Ltd. Singapore, for setting up 
and also operating an arc welding electrode 
plant in Singapore. This country will 
earn foreign exchange to the tune of 
Rs 20 lakhs from the supply of plant and 
know-how and also from royalties and 
services for the next eight years. Power 
Cables’ electrodes have been in good 
demand in West Germany, the UK, 
Holland, Kuwait, Hong Kong, Bangkok, 
Italy, Yugoslavia and the UAR. The 
company’s insulated cables and wires 
manufactured in collaboration with the 
General Electric of the USA are exported 
to many East African and Middle Eastern 
countries. The company’s proposal for 
export of 20,000 tons of a ViU-icty of 
industrial oik is already before the 
government. 

POLYOLEFINS INDUSTRIES 

The Chairman of Polyolefins Industries 
Ltd stated recently that the production 
of high density polyethylene in the first 
half of the current year amounted to over 
7,000 tonnes, compared with 8,000 tonnes 
for the whole of last year. He added that 
in the last two months the offtake had 
improved and that the prices had also 
firmed up. He pointed out that the 
polyethylene industry is a highly sophisti¬ 
cated one and it takes a long time for its 
development. The company exported 
3,(XX) tonnes of polyethylene last year and 
the exchange earnings amounted to 
Rs 60 lakhs. The export targeUfor 1969 
is two crorcs of rupees. The government 
has given incentives for the export of this 
non-traditional item. The company’s 
collaborators, Farbwerke Hoechst AO of 
West Germany, are assisting in the export 
promotion efforts of the company. With 
the capacity of the company’s plant around 
20,000 tonnes a year, it aims to produce 
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thb year 16,000 tonnes, of which nearly 
10,000 tonnes are likely to be exported. 
With a view to developing the nsarket 
and improving the profitability of the 
company, the installed capacity of the pro¬ 
cessing department is to bo increased from 
1,200 tonnes to 3,000 tonnes per annum. 
The company is also planning to put up 
a plant for the manufacture of N-Butenc-1, 
a critical raw material for the manufacture 
of high density polyethylene. To finance 
the proposed capital expenditure, the 
share capital is to be increased by 
Rs 1.80 crores by issuing rights shares 
in the proportion of one share for every 
two shares held. 

LICENCES AND LETTERS 
OF INTENT 

The following licences and letters of 
intent were issued under the Industries 
(Development and Regulation) Act, 1951 
during the four weeks ended March 22, 
1969. The list contains the names and 
addresses of the licensees, art ides of manu¬ 
facture, types of licences—New Under¬ 
taking (NU); New Article (NA); Subs¬ 
tantial Expansion (SE); Carry on Business 
(CO B ); Shifting—and annual in¬ 
stalled capacity. 

WEEK ENDED MARCH 8. 1969 

LICENCES ISSUED 

Telecommunication 

M/s Philips India Ltd., 7, Justice Chan¬ 
dra Madhab Road, CaIcutta-20. (Maha¬ 
rashtra)—expansion recommended—mil¬ 
lion numbers per annum—carbon film resis¬ 
tors—16.8; electrolytic capacitors—5,08; 
polyester capacitors—11.16; ceramic capa¬ 
citors—15.4; (SE); long life electrolytic 
capacitors—0.7 million nos.; high stability 
precision carbon resistors—5.0 million 
nos.; precision wire wound resistors—0.15 
million nos. (NA); M/s Philips India Ltd., 
M. Justice Chandra Madhab Road, Cal¬ 
cutta-20. (Maharashtra)—expansion recom¬ 
mended—million numbers per annum— 
(0 carbon potentiometers—1.3; (/i) paper 
cones for loudspeakers—1.66; (/Vi) band 
charge switches—0.56; (/v) trimming ca¬ 
pacitors—1.50 (Items //, Hi and iv include 
0.3 million nos. miniature type)—(SE). 

Textiles 

M/s Gagalbhai Jute Mills (P) Ltd., 18, 
Netaji Subhash Road, Calcutta-1. (W. 
Bonga]).^~carpet backing cloth—60 broad 
looms to produce 3048 tonnes of carpet 
backing cloth (SE); M/s Eastern Mfg. Co. 


BA3STERN EOOHOMIST 

Ltd.. Mclead House, 3, Netaji Subhash 
Road, ClaIcutta-1. (W. B«ngal>-jute car¬ 
pet backing doth—100 broad looms (hav¬ 
ing a production capadty of 5,080 tonnes 
p.a.)-(SE). 

LETTERS OF INTENT 

Noo-ferrous Industries 
M/s Indian Copper Corporation Ltd., 
P.O. Ghatsila, Distt. Singhbum, Bihar 
(Bihar)—crude selenium—10 tonnes (NA). 

Fuels 

M/s Mahindra Trading Co. 20, Mullick 
St., CaIcutta-7 (Maharashtra)—tetra ethyl 
lead (NU) 

Telecommunications 

M/s Radio & Electricals Mfg. Co. Ltd., 
Post Bag 6, Mysore Road, Bangalore 
(Mysore)—radio receivers—22,000 nos 
(SE). 

Industrial machinery 

M/s Walchandnagar Industries Lid., 
P.O. Walchandnagar, Distt. Poona, (Ma¬ 
harashtra)—water cooler bagasse furnace 
(sugar machinery) up to 12 Nos (NA). 

Chemicals 

M/s Wellman (India) Private Ltd., Naville 
House, Graham Road, Ballard Estate, 
Bombay-1 (Maharashtra —^nylon 6 Resins, 
nylon 66 resin, polcystor resin, polypropy¬ 
lene resins, heavy denier monofilaments 
and glass reinforced resins—Cap. 700 ton¬ 
nes (NA); M/s Shyam Sunder Aggarwal, 
587, Moti Ram Road, Shahdara, Delhi-32 
(Gujarat)—sodium nitrite—2,700 tonnes; 
sodium nitrite—9,000 tonnes (NA). 

Textiles 

M/s Howrah Mills Co. Ltd., 3, Clive 
Road, Calcutta-1. (W. Bengal)—carpet 
backing cloth—60 additional broadlooms 
with a production capacity of 3,048 tonnes 
(SE); M/s National Co. Ltd., P.B. No. 
2494, Calcutta-1 (W. Bengal)—carpet back¬ 
ing cloth 100 broadlooms with a produc¬ 
tion capacity of 5,080 tonnes (SE); M/s 
Magna Mills Co. 16, Strand Road, Cal¬ 
cutta-!. (W. Bengal).—carpet backing cloth 
100 broadlooms with a production capacity 
of 5,080 tonnes (SE). 

Food processing industries 
M/s Indian Engineering & Commercial 
Corp. (P) Ltd.,' 52, Ring Road, New Delhi- 
14, (U.P.)—turbid fruit juices (Canned 
bottled)—5,750 tonnes tomato puree stcrilcd 
fruits—500 tonnes; stcrilcd fruits & vege¬ 
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tables—1,200 tonnes; jami dl; marmalades 
(fruits)—400 tonnes (NU.) 

LICENCES REVOKED/SURRKNDERED 
M/s Bhagyalaxsmi Cotton Mill Ltd.^ 2, 
Bra bourne Road, Calcutta-1 .—cotton yam; 
M/s Eastern Spinning Mills Ltd., Calcutta 
—cotton yarn; Shri Magnabhai P. Paiikh, 
Bombay—cotton yarn; M/$ Jain Textile 
Weaving Sc Spinning Mills—cotton yam; 
Shri B. S. Venkataraman, Madras.—cotton 
yam; M^s Laminated Plastics (P) Ltd.- 
laminated industrial and decorative boards; 
M/s Dulichand Omraolal Calcutta—cotton 
seed oil; M/s National Sewing Thread Co. 
Ltd, Chidambaram—cotton yarn. 

WEEKS ENDED MARCH 15 AND 
MARCH 22, 1969 
LICENCES ISSUED 
Non-ferrous industries 

M/s Bharat Aluminium Co. Ltd, New 
Delhi. (M.P.)—1,00,000 tonnes of alumi¬ 
nium ingots (NU). 

Electrical equipment 

M/s Oriental General Industries, 6, 
Chore Bibi Lane, Kankalgachi, Calcutta- 
54. (Haryana)—electric fans—3,00,000 nos. 
(SE); M/s Jay Engineering Works Ltd, 
P.B. No. 2158, Calcutta. (UP>—table / 
podcstal/wall fans • ~ 150,000 nos; ceiling 
fans—150,000 nos. (NU). 

Transportation 

M/s Lakshmi Auto Cycles Ltd. 38, 
Mount Road, Madras. (Orissa)—auto- 
cyclcs 49.88 cc. of polish design, model 
MR.232 (2320)—50,000 nos. (NU); M/s 
Bramic Suri (P) Ltd; 1655, S.P. Mukherjee 
Marg, Dclhi-6. (UPJ-break linings and 
clutch facings for automobiles etc. 750 
tonnes after expansion. (SE). 

Machine tools 

M/s Star Textile Engg. Works Ltd., 
Planet Mill Streset, Ferguson Road, Lower 
Parc], Bombay-13. BC. (Maharashtra)— 
multi-spindic Drilling attachments suitable 
for drilling machines 1000 worth Rs 3Q 
lakhs (NA). 

Household equipment 
M/s Vinar Ltd, 2-A, Shakespeare Sarani, 
Calcutta-16. (West Bengal)—absorption 
type of refrigerators 4,000 units (NA). 

Chemicals 

M/s Kanoria Chemicals Industries Limi¬ 
ted, 9, Brabourno Road, Calcutta, (UP)— 
caustic soda—4,500 tonnes; chlorine gas— 
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—3,960 tannes (SE); M's Dharamsi Morar- 
ji ChemicaJ Co. Ltd, “Prospect Chambers*’, 
3J7/2J, Dr. D. N. Road, Bombay-l. 
(Maharashtra)- sulfamic acid—1500 ton¬ 
nes (NA). 

Textiles 

M's Kamarhatty Co. Ltd, 4. Clive Road, 
Calcutta-]. (West Bengal)—jute carpet 
backing Cloth—60 broad looms to produce 
3,048 tonnes of carpet backing cloth. 
(SE); M/s Anglo India Jute Mills Co. Ltd, 
31, Netaji Siibhas Road, Calcutta. (West 
Bcngal)‘-julc carpet backing cloth—40 
broad looms to produce 2,032 tonnes of 
carpet backing cloth. (SE); M/s Victoria 
Jute Co. Ltd, 3, Clive Road, Calcutta. 
(West Bengal)—jute carpet backing cloth— 
100 broad looms to produce 5,080 tonnes 
of carpet backing cloth. (SE). 

Food processing industries 
M/s Mohan Meakin Breweries Ltd., 
Mohannagar, Ghaziabud, C.P. (UP)— 
soft drinks—2 964 million bottles (NA). 

Vegetable oil.« & vanaspati 
M/s T. Chandrannu & Co.. Post Box 
No. 49, Davangere (Mysore). (Mysore)— 
ground nut oil—176 tonnes on three shift 
basis. (NU). 

LETTERS OF INTENT 
Industrial machinery 
SLM Mancklal Industries Ltd, P.B. No. 
285, Ahmcdabad (Gujarat)—60 nos. air 
compressor above KXX) cfm up to 4000 
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cfm at u pressure not exceeding 
(SE). 

Chemicals 

M/s Warden & Co. (P) Ltd, P.B. No. 
16232, Quay Street, Mazagaon, Bombay-10. 
DD. (Maharashtra)—^high density poly¬ 
thene hlament sacks—4 million nos. (NA). 

Dyestuffs 

M/s C^apco Private Ltd, 14, Netsui Subhas 
Road, Calcutta. (Maharashtra —vat dyes 
—74 tonnes (NU). 

Drugs A pharmaceuticals 

M/s Alembic Chemical Works, Alembic 
Road, Baroda-L (Gujarat)—empty hard 
gelatine capsules—200 mill, capsules (NA). 

Textiles 

M/s Champday Jute Co. Ltd, 2, Netaji 
Subhas Road, Calcutta-!. (West Bengal)— 
carpet backing cloth—110 broadlooms with 
u production capacity of 3588 tonnes (SE); 
M's Soorah Jute Mills Co Ltd, 15, India 
Exchange Place, Calcutta. (West Bengal)- ^ 
carpet backing cloth—25 broadlooms with 
a production capacity of 1270 tonnes (SE). 

Food proces.siiig Industries 
Shri S. T. Patil, The Indian Starch Ltd, 
MudhoJ, Bijaporc Distt., Mysore. (Mysore 
State)—starch—9,000 tonnes; glucose— 
4,800 tonnes (liquid & powder); maize 
'oil—480 tonnes (bye-product) (NU). 

Rubber goods 

M/s Jayshrec Textiles & Industries Ltd, 
P.O. Rishraw, Distt. Hooghly, (West 
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Bengal)—controlled percolation hoses^ 
3,60,(X)0 metres (NA)« 

Fermentation Industries 
M/s S. H. Kelkar & Co. (P) Ltd, Bombay 
-Agra Road, Mulund, Bombay-80 (Maha¬ 
rashtra)—alcoholic colognes A Lotions— 
1200 kilo litres; alcoholic perfumes—120 
kilo litres (NA). 

CHANGE IN NAMES 
(Information pertains to particular licences 
only) 

From Dr TRS Goel (Change in name of 
the Undertaking to Electronics A Com¬ 
puters (India) Ltd; From South Punjab 
Electricity Corp. Ltd, Rohtak to Robtak 
Textile Mills Ltd. Rohtak; From M/s 
Chitalc Sugar Works to Shri Shankar 
Sahakari Sakhar Karkhana Ltd. 

LICENCES REVOKED/SURRENDERED 

(Information pertains to particular licences 
only) 

Asian Glass & Industries Ltd, Bombay— 
glass bottles & pencillin vials; Assam Jute 
Industries Ltd, Assam—jute Goods; M/s 
Narain Dass Bros., Bombay—cotton seed 
oil; M's Sri Annapurna Cotton Mills 
Ltd, Calcutta—cotton yarn; M/s Coimba¬ 
tore Engg. Co. Ltd—geared head centre 
lathes; M/s Punjab Flour Mills, New Delhi 
—vegetable oil; M/s Asiatic Oxygen & 
Acetylene Co. Ltd, Calcutta —oxygen gas; 
M/s Modern India Construction Co. Ltd. 
tool cutter grinding machines etc. 
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PM on Social and Economic Policies 


THE PRIME Minister, Mrs Indira Gandhi, sent a note 
to the Congress Working Committee meeting in Bangalore on 
£uly 10, 1969, suggesting that the Committee should consider 
nationalisation of big banks, raising of statutory limit of bank 
investments in government securities, radical changes in industrial 
licensing policy to curb monopolistic tendencies and sharing of 
industrial profits by the workers. The following is the full text 
of the Prime Minister’s note : 

“I have seen the note sent by Mr Sadiq Ali incorporating his 
own suggestions and those made by Mr Subramaniam. This 
is all right as far as it goes. The question is whether it goes 
far enough. 

I have not been able to read the note by Mr Chandrashekhar 
and others very thoroughly. I have merely glanced at it. But 
it seems to mo that full or partial action is possible on the following 
suggestions. 

Impose ceiling on improdnctivc expenditure and conspicuous 
consumption of corporate bodies. 

Nationalised financial institutions should introduce a change in 
creditworthiness criteria in their lending policies so as to encourage 
professional and competent persons. 

Special efforts should be made to finance new entreprcMieiirs in 
less developed regions and a special fund should be provided for 
provision of assistance to backward regions. 

Expeditious appointment of Monopolies Commission manned 
by persons of integrity. 

Public sector projects should be given more autonomy and 
manned by young competent persons com mi tied to the project. 

Special effort should be made to build up a cadre of public 
sector projects. 

Small Sector 

Most of the consumer industries should be reserved for deve¬ 
lopment in the small-scale sector and the entry of big business 
should be banned in these products. 

Special effort should be made to encourage new talent to provide 
avenues of employment to the young and educated. 

Foreign capital should not be allowed to enter fields in which 
local technical know-how is available. Heavy penalities should 
be imposed on those who indulge in restricted trade practices. 

Service co-operatives should be built up in rui-al areas. 
Special assistance should be provided to small agriculturists and 
farm co-operatives to enable them to take to processing of agro- 
based and other industries. Special attention should bo paid to 
the development of minor irrigation projects. 

There are other suggestions which may not fit within the present 
policy framework. However, I have already asked the Finance 
Ministry ahd the Planning Commission to look into the 


feasibility of imposing ceilings on incomes and holdings of urban 
properties. 

There is a great feeling in the country regarding the nationalisa¬ 
tion of private commercial banks. We had taken a decision at 
an earlier AICC but perhaps wc may review it. Either we can 
consider the nationalisation of the top five or six banks or issue 
directions that the resources of banks should be reserved to a 
larger extent for public purposes. 

Investments of banks in government securities stood at 24.57 
per cent on June 13. This is of course a ffuctuating figure. During 
the busy season banks liquidate their invesments in government 
securities and finance trade and industry. During the slack season, 
when the funds return, investments in securities is increased. 
This figure of investment in securities could be raised on the 
average for both slack and busy sea.sons by about five per cent. 

Denial of Credit 

This will make available about Rs 200 crorcs for the public 
sector. Against this, it may be argued that this will involve denial 
of credit to trade and industry and will also affect the profita¬ 
bility of the banks. But in times of credit squeeze, private 
industry somehow adjusts itself. They mobilise deposits on their 
own, cut their inventories, or bring in unaccounted money and 
somehow manage. The question whether banks’ investment in 
government securities should not be raised has to be seriously 
considered. If necessary, this extra five per cent can be invested 
in special types of securities, proceeds being utilised for quick- 
yielding schemes like minor irrigation programmes, rural 
electrification, fisheries etc. 

Even after the new' policy of social control and reconstitution ' 
of boards of directors, the former industrialist-chairmen of 
the banks still continue on the board and naturally influence 
the present chairmen who had previously been general 
managers. We may examine whether through legislation or 
otherwise we can prevent these men from continuing on the 
boards. The chief executive of the banks will not then feel 
obliged to the former chairmen and may Itc cxi-icctcd to take an 
independent line in regard to lending. 

While it may not be piactical to nationalise all import and 
export, can vve not consider the nationalisation of the import of 
raw materials? This would make collective bargaining pos.sible 
and might get us better prices. The policy of the distribution of 
such import licences should also be reviewed. We should review' 
the licensing system so that licences are not given only to the 
bigger houses. Shares could be distributed more equitably. 

We have already decided in cabinet that ministries of the central 
government should first approach the public sector with regard 
to their requirements before they decide to buy from the private 
sector or import, I believe some state governments have issued 
such directions to their ministries, but Congress governments 
have a special responsibility in this regard. 

Some thought should also be given to profit-sharing in industrial 
c-staHishments, but alongside this some schemes should be 
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thaifijlit of with F^iiaid to iiKvn(ivcs for greater production as 
weM as the rcLiLilinton of the >\ork. 

f lully realise that overall development is the best and the only 
rohabic way ot increasing cinployniem opportunities. However, 
the situation is so acute ii^ the rc)untry that it has become neces¬ 
sary to have some special piogrammcs to give employment in the 
unalaicas as well tt' the educated. Naturally, whatever scheme 
we think of cannot be adequate to meet the situation but 
it should give the imp/cssion that we arc taking a first step and 
making a genuine etfort. 

Land Reform 

Land reionn is no less important. If we do not act 
urgently, grave political and economic problems will arise. 
From time to time, suggestions have been made to improve the 
lot ot the tenant and of landless agricultural labour : 

1. Declare all tenancies as non-rcsiimahlc; 

2. give tl^c tenants the right to mortgage tlieir interest in land 
!or obtaining credit; 

3. place rcsliiclions on sale of land by scheduled castes and 
scheduled tribes and backward classes in favour of others; 

4. enforce ceiling on land holdings energetically; 

5. draw up a programme for distribution of the government 
wasteland and lands held by panchayats; 

6. enact legislation to protect icniints, agricultural workers 
from their house sites. 

If these points arc agreed to, the following minimum program¬ 
me is Indicated : 

1. A tenant should not be liable lor eviction as long as he pays 
his rent regularly. Provision to this ortccl exists in tenancy laws 


of most slates, but the law is not enforced effectively. States 
should be asked to set up special machinery for effective 
implementation of this measure. Penalties should be suitably 
enhanced : 

2. there should be a proper record of rights of tenants; 

3. land ceiling laws already implemented should be enforced. 

4. restrictions could be placed on the purchase of land be¬ 
longing to scheduled castes and scheduled tribes, but whether 
similar restriction could also be placed on land belonging to 
backward classes is doubtful. The list of backward classes is 
pretty long in many states. 

The suggestion that tenants should be also given the right to 
hypothecate their interest in land to obtain credit for agricultural 
development may meet with resistance. There would be no 
serious objection to credit being made available for short-term 
purposes, for example, seeds, fertilisers etc. on the security of the 
crop. But in regard lo long-term loans for such purposes as 
sinking of wells, installation of pump-sets etc. landholders may 
well insist on their consent being obtained. 

F.ffective Enforcement 

Bui if we can at least make a beginning with the rigorous and 
effective enforcement of the existing laws, we could have demoas- 
trated our earnestness and reduced some of the tensions in the 
countryside. 

A ic'iew of agricultural wages is also called for in the light 
of increased yields now obtaining. Minimum wages for agricul¬ 
tural labour may have to be prescribed for each tract and enforced. 
This will enable landless labourers to participate in the fruits of 
green revolution. These are just some stray thoughts rather 
hurriedly dictated". 
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Exfiort Performance During 1968-69 


INDIA’S TOTAL exports during 1968-69 amounted to Rs 1,360 
crores. This was higher than the previous year's export by 
Rs 161 crores or by about 13.5 per cent. The increase was both 
in respect of the export of primary products as well as of manu¬ 
factured and semimanufactured goods; but whereas in the case of 
manufactured and semi-manufactured goods* the exports rose by 
over 20 per cent, in the case of primary products including mineral 
ores, the increase was by three per cent only. A significant fact 
about the increase in export was that about 60 per cent of the total 
increase of Rs 161 crores was accounted for by increases in the 
exports of non-traditional items such as engineering goods, 
iron and steel, handicafts, chemicals, oil products, mineral oils, 
lubricants, paper and paper board, synthetic fibres etc. Among 
the non-traditional items, iron and steel was the biggest foreign 
exchange earner. • 

There was an increase in the exports of a number of primary 
products during 1968-69. The more significant among these 
were cashew kernels, iron ore, castor oil, groundnut, fish, oilcakes, 
pulses, manganese ore etc. Tn the case of increase in export 
earnings of cashew kernels, iron ore and fish, this v^as mainly due to 
better prices obtained. Tn the case, however, of castor oil, manga¬ 
nese ore and oilcakes, although the total exports earnings were 
higher, the unii price realised was lower. 

Primary Products 

Exports of some of the primary products showed a decline. 
Significant among these werd tea, sugar, raw cotton, paper, iron 
and steel packed, hides and skin raw', mica etc. In regard to tea, 
sugar, spices and iron and steel scrap, the decline in exports was 
due to the fall in the unit prices. In regard to others, there was 
decline in quantum. 

As far as the commodity composition of exports is concerned, 
the manufactured and semi-manufactured items accounted for 
about 58 per cent of India’s total exports during 1968-69. Among 
the items that fared well during the year as compared to the pre¬ 
vious year were engineering goods, iron and steel, tanned hides 
and skins etc. However, a few items recorded noticeable decline 
during the period under review. The most important is jute 
manufactures, the value of the exports of which declined from 
Rs 234.09 crores to Rs 218.01 crores. The decline in the export 
of jute goods was largely due to a shortfall in production consequent 
on acute shortage of fibre resulting from a short jute crop in 
1968-69. Imports of some quantities of raw' jute were authorised 
to supplement the domestic crop. As there was a global shortage 
of raw jute, the entire gup between demand and supply could not 
bo met. The prices had risen to unprecedentc<l levels but I he 
higher unit prices helped only partially in offsetting the decline in 
export earnings, In leather, the decline in the export earnings 
was mainly due to the decline in the unit prices. 

The government has taken several measures to promote export 
of jute goods. These include steps to increase the production and 
yield of the required quality and quantity of jute within the country 
by adtH^tion of Improved methods of cultivation. In order to 
speed up the pace of modemi^ioii of jute mills* it has been decided 
to include the jute industry in Schedule V to the Income-Tax Act 


for purposes of higher development rebate with effect from 
March 1, 1969. With a view to encouraging diversification of 
production in the jute industry loan assistance is being given to 
the mills through the Industrial Finance Corporation. Hie extent 
of assistance which has been made available is of the order of 
Rs 8 crores. A substantial portion of this assistance is being 
utilised for the installation of broad looms for production of 
carpet backing cloth which is entirely exported. With effect from 
February 7, 1968 the export duly on hessian was reduced from 
Rs 750 per tonne to Rs 500 per tonne; on sacking from Rs 450 to 
Rs 250 per tonne and the duty on specialities was removed. With 
effect from March 1, 1969, the duly on hessian has been reduced 

PERFORMANCE OF PRINCIPAL EXPORT ITEMS 

(Value in Rs crores post-devaluation) 


Product /com modify 

April-March 

1968-69 1967-68 

Earlier Record* 

Jute goods 

218.0 

234.1 

288.0(1965-66) 

Tea 

156.5 

180.2 

202.9(1962-63) 

Iron ore 

88.4 

74.8 

74.8(1967-68) 

Iron and steel 

74.5 

51.9 

51.9(1967-68) 

Leather and manufactures 
(excluding footwear) 

72.7 

53,5 

62.1 (1966-67) 

Cashew kernels 

60.9 

43.0 

45.7(1966-67) 

Lngioccring goods 

67.4 

32.6 

32.6(1967-68) 

Colton piocegoods, mill made 

65.5 

59.6 

83.1 (1960-61) 

Oilcakes 

49.5 

45.5 

62.6(1964-65) 

Tobacco, unmanufactured .. 

33.2 

34.9 

38.4(1964-65) 

Precious and semiprecious 
stones 

44.8 

30.4 

30 4(1967-68) 

Coffee 

18.0 

18.2 

21.1 (1967-68) 

Spices 

25 1 

27.2 

36.4 (1965-66) 

Fish 

22.7 

18.4 

18.4(1967-68) 

Chemicals and allied products 

17.5 

11.9 

14.4(1965-66) 

Castor oil 

9 9 

4.0 

10.6(1960-61) 

Mica 

13.5 

15.0 

17.8 (1965-66) 

Coir yarn and manufactures 

13 8 

12 8 

18.5 (1963-64) 

Mineral fuels, lubricants etc. 

12.1 

9.2 

19.3 <1964-65) 

Cotton yarn ... 

12.9 

6.9 

11 .0(1965-66) 

Handmade carpets and 
druggets 

11.5 

9.8 

9.8(1967-(>8) 


♦Figures prior to June, 1966, under this column, arc notional and 
not actual rupee values earned as the actual figures have 
been escalated by 57.5 per cent for the purpose of comparison. 
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further from Rs 500 to Rs 200 per tonne; on sacking from Hs 250 
to Rs 150 per tonne; on twist yam etc., from Rs 250 to Rs 150 
per tonne, and the duty on vvoolpacks and cotton bagging has 
been completely removed. The export duty on carpet backing 
continues to be Rs 600 per tonne. 

The Indian Standards lusiitution has finalised standards for 
a ide range of jute products. A vigorous research programme 
to find out new and diverse uses for jute goods has been taken in 
hand to provide outlet for more jute goods. A process of fast 
bleaching and dyeing of jute cloth developed by the Indian Jute 
Mills Association through the Fabric Research Laboratories in 
the United States has been patented and the product is being 
marketed through an America-based corporation of the association. 
Long term bilateral trade agreements provide for the export of 
jute goods. 

The tabic below gives the pciformanco of the principal 21 iten^s 
of export during the period under review as compared with the 
previous year’s and also with the record level of export reached 
in respect of any of these items during the 1960s, 

The items given in the table above cover eighty per cent of the 
value of total exports excluding re-exports. Jt may be seen that 
1968-69 was the best year in resi-Kxt of 10 out of 21 important ex¬ 
port items, both traditional as well as non-traditional. In regard to 
five items the level of exports though better than the last years is 
not the best during the ’sixties. In regard to the remaining six 
items export vsas less than the previous years and \ery much less 
than the record exports during the ’sixties. 

Exports to Asia 

As much as 60 per cent of the o\crall rise in exports of Rs 161 
crores during 1968-69 over the preceding year is accounted lor by 
an increase in exports to Asia and Oceania region; of this, about 
46 per cent relates to the ECAFE countries alone. About 25 per¬ 
cent of the increased exports went to cast Europe. India’s exports 
to the EEC countries increased by 25 pei’ cent and to the USA 
by 13 per cent. Our exports to Africa were also slightly higher. 
As against this, there was a big setback in our exports to the UK 
which declined by 12 per cent. 

India’s exports to Asian and Oceania countries at Rs 412 crores 
during 1968-69 were higher by Rs 96 crores compared to 1967-68. 
This increase was shared both by ECAFE countries and the west 
Asian countries, partly because of the continued closure of the 
Suez Canal. To the ECAFE countries, India’s exports at Rs 344 
crores during the year under review, were higher by Rs 74 crores 
compared to the preceding year. 

Exports to west Asian countries at Rs 67.2 crores during 1968-69 
were higher by as much as Rs 22.7 crores compared to 1967-68. 
There was a marked increase in our exports to Kuwait, Iraq, 
Saudi Arabia, S. Yeman and Qatar. Value of exports to these 
countries stood at Rs 18.3 crores, Rs 11.5 crores, Rs 11 crores, 
Rs 7.7 crores and Rs 7 crores during 1968-69 as against Rs 12.3 
crores, Rs 4.8 crores, Rs 5.9 crores, Rs 5.3 crores and Rs 4.4 
crores respectively in 1967-68. Exports to Bahrein Islands and 
Lebanon, were also slightly higher. However, there was a fall in 
our exports to Jordan and Syria. 

India’s exports to east European countries amounting to 


Rs 266 crores during 1968-69 were higher by over Rs 40 crores 
compared to 1967-<^. The rise was shared by all countries 
excepting Hungary and east Germany. Exports to the USSR, 
our major trading partner in the region, increased to Rs 148.3 
crores as against Rs 121.8 crores in 1967-68. Similarly, exports 
to Poland stood at Rs 24.9 crores as agaiast Rs 22 crores during 
1967-68. Exiwrts to Yugoslavia, which caused some conoem 
in the last two years or so, improved by Rs 7.3 crores to Rs 18.9 
crores in 1968-69. Our exports to Czechoslovakia also increased 
by Rs 2.6 crores to R$ 31.8 crores. There was an improvement 
in our exports to Bulgaria and Romania also. 

Fall in Exports to EFTA 

India's exports to west European countries declined by 
Rs 3.2 crores to Rs 339.4 crores during 1968-69 as compared to 
1967-68. Tliis decline was due to the fall in exports to the'EFTA 
region mainly to the UK one of our leading trading partners. 
Exports to the UK at Rs 201.5 crores were lower by Rs 27.5 
crores. It is significant that exports to all the EEC countries 
improved in 1968-69, Exports to Belgium ww particularly 
higher at Rs 31.5 crores as compared to Rs 20.7 crores in 1967-68. 
Similarly, exports to west Germany were higher by Rs 4.3 crores, 
to France by Rs 4.5 crores and to the Netherlands by Rs 2.4 crores, 
the increase in exports to Italy w'cre of the order of Rs 25 lakhs. 

Our exports to Africa at Rs 72.8 ciores during 1968-69 were 
higher by Rs 2.6 croies compared to 1967-68. Exports to UAR 
were nominally higher at Rs 21.8 crores. Exports to Kcny^ at 
Rs 8.1 crores were higher by Rs 2 crores. Our exports to Ethiopia 
doubled and amounted to Rs 2.25 crores. There has been some 
increases in our exports to Ghana, Libya, Mauritius, Sierra Leone, 
Tanzania and Uganda also. As against this, there was a decline 
of Rs 2.3 crores in exports to Sudan which were valued at Rs 18.5 
crores during 1968-69. There was also a fall in our exports to 
Tunisia, Zambia and Nigeria. 


THE ECONOMIST INTELLIGENCE UNIT, 
LONDON 

ElU Quarterly Economic Reviews 
62 each quarter covering 130 countries. 

JUST OUT INDIA NEPAL. NO. 2 OF 1969. 

The second quarter review in the EIU’s series on India and 
Nepal contains a detailed assessment of the Indian fourth plan; 
it also examines short-term economic trends in both countries. 

Annual subscription (4 issues and an Annual Supplement} is 
£ 10 (Rs. 181). Air mail postage £1-5-0 (Rs. 22.60). Single copy 
by airmail 60 Shillings (Rs. 54.30). 

Details of other publications of the EIU and ils^world-wide 
economic research activities may be obtained from J.A. Shah, 
Exclusive Representative in India. Payment for any order booked 
through him can be made in Rupees at the conversion rate of 
one £-Rs. 18.10. 

J.A. Shah, 67 Marine Drive, Bombay- 29,Tclephone : 291283. 



July 18,1969 


EASTERN ECONOMIST 

INDIA’S EXPORTS OF PRINCIPAL COMMODITIES 


133 


(Value in Rs lakhs) 


Commodity 


Agriculture and allied products 
Oilseed nuts and kernels 
Groundnuts 

Vegetable oils (non-essential) 

Castor oil .... 

Groundnut oil 
Others (residual) 

Oilcakes 

Tobacco unmanufactured 

Spices . 

Pepper 1. 

Cardamoms I. 

Ginger 
Chillies 
Turmeric 
Others (residual) 

Raw cotton 
Raw jute 
Sugar 

Fruits and vegetables and pulses 
Cashew kernels 
Bananas 
Pulses 
Onions 

Other fruits and vegetables (residual) 

Meat and Meat preparations 

Animal casings 

Rice 

Raw wool 
Fish 

Plantationt> ! 

Tea and mate 

Coffee • • 

Ores, minerals and scrap 
Iron ore 
Manganese ore 
Mica 

Ores and minerals other than iron, manganese & mica 
Iron and steel scrap 

Textile fabrics and manufactures excluding coir and jute 
Textiles fabrics 
Cotton piecegoods 

Fabrics of art silk and synthetic fibres and spunglass-millmade 
Handloom fabrics of all kinds .. 

Woollen fabrics 
Qther textile manufactures 
Potton yarn 
^achine-made carpets 
Cotton apparel 
Cotton hosiery 


April-March 


Unit 

1968-69 

Quantity Value 

1967-68 

Quantity 

Value 

Value 


27071 


23792 

Value 


731 

, . 

180 

Thousand tonnes 

37.3 

702 

10.0 

160 

Thousand tonnes 

48.7 

1171 

17.0 

396 

Thousand tonnes 

36.5 

989 

6.8 

220 

Thousand tonnes 

0.1 

3 

Negl. 

1 

Thousand tonnes 

12.1 

179 

10.2 

175 

Thousand tonnes 

832.0 

4947 

746.3 

4547 

Thousand tonnes 

52.7 

3316 

55.4 

3485 

Thousand tonnes 

49.3 

2514 

51.6 

2724 

Thousand tonnes 

19.0 

974 

25.1 

1310 

Thousand tonnes 

1.4 

687 

1.5 

712 

Thousand tonnes 

1.7 

90 

3.9 

131 

Thousand tonnes 

9.2 

227 

7.2 

210 

Thousand tonnes 

6.3 

211 

6.0 

138 

Thousanc^ tonnes 

11.7 

325 

7.9 

223 

Thousand tonnes 

28.4 

1110 

44.6 

1475 

Thousand tonnes 

10.3 

243 

12.4 

26 

Thousand tonnes 

99.0 

1010 

228.2 

1595 

Value 


7642 


5228 

Thousand tonnes 

63.7 

6093 

31.0 

4303 

Thousand tonnes 

10.2 

51 

3.9 

20 

Thousand tonnes 

26.4 

392 

3.7 

68 

Thousand tonnes 

103.1 

457 

103.3 

417 

Value 


649 

.. 

420 

Value 


65 


77 

Value 


187 


245 

Thousand tonnes 

6.8 

128 

3.9 

59 

Thousand tonnes 

8.8 

487 

9.2 

565 

Thousand tonnes 

24.8 

2270 

20.3 

1841 

Value 


17447 


19840 

Million kgs. 

200.8 

15651 

203.3 

18022 

Thousand tonnes 

28.7 


34,0 

1818 

Value 




11846 

Million tonnes 

15.7 

8840 

13.7 

7477 

Thousand tonnes 

1314.5 

1346 

1047.0 

1110 

Million kgs. 

20.8 

1346 

22.9 

1504 

Value 



., 

653 

Thousand tonnes 

506.7 


527.3 

1102 

Value 


11649 


9603 

Value 


7999 


7148 

Mil. sq. metres 

447.2 

6549 

425.1 

5960 

Mil. metres 

17.5 

348 

6.1 

139 

Value 


878 


865 

Value 

.. 

224 


184 

Value 


3650 

.. 

2455 

Million kgs. 

19.5 

1286 

9.7 

689 

Value 


40 

.. 

26 

Value 


333 


266 

Value 

.. 

22 


13 
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(Value in Rs lakhs) 


April-March 


1968-69 1967-68 

l^nii Quantity Value Quantity Value 


Commodity 


Other cotton manufactures 
Miscellaneous textile manufactures 
Manufactures of coir and jute 
Coir yarn and manufactures 
Jute manufactures 

l>eather and leather manufactures and hides and skins, raw 

Hides and skins, raw not leather 

Footwear made of leather and canvas 

Leather and leather manufactures excluding footwear .. 

Engineering goods 

Metal manufactures 
Machinery other than electric 
Electrical machinery, apparatus and appliances 
Transport equipment 
Other engineering goods 
Handicrafts 

Handmade carpets and druggets 
Artware metals brass and copper 

Pearls, precious and scmi-precious stones unworked or worked 

Textile hand printed 

Woodwarc 

Woollen shawls, lohis, travelling and artware 
Other handicrafts 
Other manufactures 
Iroin and steel 

Ferro manganese and ferro alloys 

Minerals, fuels, lubricants and related materials incl. coal and coke 

Chemical and allied products excluding essential oils 

Plastic and plastic manufactures 

Cotton waste 

Tobacco manufactures 

Rubber manufactures including crude rubber 

Paper and paper board 

Cement 

Glass and glassware 

Total (ind. others) 


Region/Major country 

April—March 

I968-69** 1967-68 

Africa* 

7280 

7018 

Algeria 

21 

54 

Ethiopia 

225 

112 

Gambia 

10 

8 


Value 


1451 


1168 

Value 


518 


293 

Value 


23185 


24684 

Thousand tonnes 

58.7 

1384 

56.0 

1275 

Lakh tonnes 

6.53 

21801 

7.53 

. 23409 

Value 


3710 


7013 

Value 


532 


757 

Million pairs 

12.7 

911 

10.8 

911 

Value 


7267 


5345 

Value 


6742 

., 

3257 

Value 


2217 

., 

1223 

Value 


1395 


792 

Value 


1328 


561 

Value 


1640 


561 

Value 


162 


120 

Value 


6906 


4901 

Value 


1145 


981 

Value 


498 


• 279 

Value 


4476 


3037 

Value 


112 


119 

Value 


232 


177 

Value 


28 


22 

Value 


395 


267 

Value 


13716 

, , 

9368 

Value 


7445 


5194 

Thousand tonnes 

85.2 

448 

40.5 

289 

Value 


1210 

,, 

915 

Value 


1751 


1185 

Value 


287 


76 

Thousand tonnes 

20.9 

460 

28.1 

463 

Million Kgs. 

1.2 

60 

1.4 

74 

Value 


471 

.. 

309 

Value 


738 

,. 

284 

Thousand tonnes 

205.3 

226 

49,0 

57 

Value 


125 


61 

Value 

.. 

136002 

.. 

119869 


(Value in Rs. lakhs) 


Region/Major country April—March 



1968.69** 

1967-68 

Ghana 

116 

90 

Ivory Coast 

12 

13 

Kenya 

812 

604 

Liberia 

14 

11 

Libya 

145 

118 


* Figures are provisional and hence subject to revision. 

DIRECmON OF INDIA’S EXPORTS 

(Value in Rs lakhs) 
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RAYON-GRADE DISSOLVING PULP 


based on Kerala Bamboo 


produced and marketed 
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(Pulp Division) 
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Direction of India's Exports (Contd.) 

(Value in Rs. lakhs) 

Regioo/Aia^or Country 

April—March 

1968-69** 1967-68 

Malawi 

78 

65 

Mauritius & Dependencies 

132 

112 

Morocco 

40 

26 

Nigeria 

308 

375 

• Other East African countries 

25 

67 

Seychelles 

15 

13 

Sierra Leone 

125 

63 

Somalia 

91 

44 

Sudan 

1847 

2075 

Swaziland 

11 

13 

Tanzania, United Republic of 

494 

409 

Tunisia 

145 

200 

Uganda 

224 

144 

United Arab Republic 

2182 

2153 

West Africa, Spanish 

32 

16 

Zambia 

124 

196 

America 

26967 

24456 

North America 

26398 

23720 

Canada 

2971 

2977 

USA 

23427 

20743 

Latin America* 

365 

545 

Argentina 

65 

57 

Bolivia 

22 

19 

Brazil 

25 

59 

Chile 

29 

43 

Ecuador 

13 

29 

Haiti 

12 

11 

Mexico 

44 

68 

Panama Republic 

33 

30 

Peru 

50 

131 

Uruguay 

32 

41 

Venezuela 

10 

8 

Other American countries* 

204 

191 

Barbados 

9 

15 

Jamaica 

25 

21 

Guyana 

25 

31 

Puerto Rico 

42 

38 

Trinidad and Tobago 

43 

52 

Asia and Oceania 

41164 

31541 

ECAFE* 

34441* 

27084 

Afghanistan 

971 

695 

Australia 

2550 

2798 

Burma 

1194 

384 

Cambodia 

115 

41 

Ceylon 

2336 

1493 

Formosa 

259 

32 

Hong Kong 

1138 

835 

Indonesia 

555 

586 

Iran 

2146 

1420 

Japan 

15,833 

13,592 

Korea Republic of 

1,046 

133 

Malaysia (ExcL Singapore) 

710 

791 

Nepal 

2465 

1840 

New Zealand - 

685 

627 


(Value in Rs Lakhs) 


Region/Major Country 

April— 

1968-69* 

March 

* 1967-68 

Philippines 

266 

69 

Singapore 

1344 

878 

Thailand 

744 

849 

Vietnam, Republic of 

64 

117 

Other Asian and Oceanic Countries* 

6723 

4457 

Bahrein Island 

319 

259 

Cyprus 

74 

78 

Fiji Islands 

105 

108 

Iraq 

1149 

483 

Israel 

29 

n 

Jordan 

185 

212 

Kuwait 

1833 

1231 

Lebanon 

180 

153 

Muscat and Oman 

127 

112 

Qatar 

703 

440 

S. Yemen Peoples’ Republic of 

775 

526 

Saudi Arabia 

1097 

590 

Syria 

115 

211 

East European Countries 

26650 

22594 

Bulgaria 

725 

397 

Czechoslovakia 

3177 

2917 

German Democratic Republic 

1984 

2031 

Hungary 

1006 

1282 

Poland 

2488 

2201 

Romania 

550 

422 

USSR 

14831 

12179 

Yugoslavia 

1890 

1165 

West Europe 

33941 

34260 

ECM Countries 

11148 

8931 

Belgium 

1349 

2069 

France 

2005 

1554 

Federal Republic of Germany 

2650 

2228 

Italy 

1806 

1781 

Luxembourg 

Ncgl 

Ncgl 

Netherlands 

1537 

1298 

EFTA countries 

21700 

24305 

UK 

20151 

22905 

Austria 

38 

51 

Denmark 

265 

271 

Norway 

116 

149 

Portugal 

Negl. 

NegL 

Sweden 

457 

342 

Switzerland 

673 

586 

Other Western Europe 

1093 

1024 

Finland 

31 

56 

Greece 

97 

134 

Ireland 

570 

624 

Malta 

49 

26 

Spain 

201 

140 

Turkey 

135 

35 

TOTAL EXPORTS (including Re-Exports) 

136002 

119869 


^Including others. 

* * Figures are provisional and hence subject to revision. 
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j MAJOR PROJECTS ON NARMADA A JTS TRIBUTARIES | 

O UPP£R NARMAOA 

® DUDHi 

© RAQHAVPUR 

@ BARRA 

<D ROSRA 

Q> HOSHANGABAD 

@ UPPER BURHNBR 

@ TAWA 

© HALON 

® KOLAR 

© BASAN/A 

® MORAND 

® DHOBArOR/A 

0 NARMAOASAGAR 

® BARGt 

® OMKARESH\A/AR 

® SHER 

® MAHESHWAR 

® SHAKKAR 

® HARANPHAL 

® CHINKI 

® JALSINDW 


r INDEX 1 

1 RIVERS- 


2 DAM SITE- 


3 CAktALS IN NARMADA BASIN • 


A » OUT SIDE •» 


5 command inside basin - 


B i» OUT *• »» —-* 


7 STATE BOUNOARy- 


a BASIN BOUNDARy - 



What the Narmada Means to Madhya Pradesh 


• Out of its total length of 815 miles, the Narmada flows for 690 miles 
in Madliya Pradesh. The economic prosperity of no other Slate is so 
intimately bound with this revered river than that of Madhya Pradesh. 

• It provides sustenance for over 60 lakhs of people, i.c. one-sixth of the 
population of the State, who live along 690 miles of the main river 
and 1200 miles of its tributaries. 

• Its 21 major, 400 medium and over a thousand minor irrigation pro¬ 
jects can coiTunand 98 lakh acres of culturable area in Madhya Pradesh 
-- -78 lakh acres in the Narmada basin and 20 lakh acres outside. 

• Its basin in Madhya Pradesh is one of the most fertile areas of the 
country and with proper irrigation facilities can yield 12 million tons 
of additional foodgrains every year — enough to meet the entire na¬ 


tional food deficit. It will also produce additional 6 million tons of 
cash crops. 

♦ Its hydro-clcctric schemes will produce 2000 MW of power. 

♦ Its numerous reservoirs, if properly stocked, will give 12,000 metric 
tons of fish worth Rs. 2 crores annually. 

Inspitc of these tremendous potentialities, Madhya Pradesh today is a 
backward State with 28-8 per cent of the country's tribal and scheduled 
caste population, very low per capita income and the lowest irrigation 
percentage of all the States in the country. 

The Government and the people of Madhya Pradesh are, therefore^ 
keen to realise the benefits from the Narmada as early as possible. 
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WHOLESALE PRICES OP COMMODITIES BY GROUPS AND SUB-GROUPS 


(Index Numbers) 


(Base : 1952-53 «100) 


Groups and Financial 


sub-group 


I. Food articles 

Foodgrains 

Cereals 

Pulses 

Fruits and vegetables 
Milk and ghee 
Edible oils 
Fish, eggs and meat 
Sugar and eur 
Others 

II. Liquor and tobacco 

Tobacco 

III. Fuel* power, light and 
lubricants 

IV. Industrial raw materials 

Fibres 

Oilseeds 

Minerals 

Othci-s 

V. Manufactures 

A. Intermediate products 

B. Finished products 
Textiles 

Cotton manufactures 
Jute manufactures 
Woollen manufactures 
Silk and rayon manufac¬ 
tures 

Metal products 

Chemicals 

Oilcakes 

Machinery and transport 

equipment 

Others 

All commodities 


year 

average 

-- 


.. .. 

1968* 

_ 

. 



1969* 



1968-69 

May 

August 

Septem 

- Octo- 

Novcm- 

Decern- 

Jan- 

Feb- 

March 

April 

May 




ber 

ber 

ber 

ber 

uaiy 

riiary 




231.3 

234.2 

244.4 

250.2 

246 5 

229.3 

217.9 

217.3 

214.6 

220.1 

222.5 

225.4 

201.2 

202.0 

208.7 

215.8 

213.7 

201.6 

191.4 

191.1 

188.4 

191.1 

192.3 

196.3 

201.7 

203.2 

209.1 

213.8 

212.3 

200.7 

192.2 

192.1 

190.7 

192.4 

194.0 

197.1 

198.9 

197.0 

206.9 

224.6 

220.0 

205.6 

187.7 

186.6 

177.9 

185.2 

184.5 

192.6 

2J2.3 

249.2 

266.6 

234.7 

245.3 

234.9 

212.7 

206.9 

203.4 

213.0 

219.1 

229.7 

233.0 

232.8 

244,3 

248.6 

245.2 

229.2 

220.2 

219.9 

227 3 

234.3 

245.6 

246.4 

250.4 

224.6 

246.0 

283.3 

281.6 

271.8 

254.8 

259.3 

253.1 

275.9 

278.5 

283.6 

224.2 

224.0 

238.0 

221.8 

215.9 

214.9 

223.4 

225.2 

219.9 

212.5 

207.0 

218.4 

338.5 

406.6 

401.6 

400.6 

374.1 

297.0 

270.0 

261 .4 

239.1 

231.6 

217.6 

211.1 

250.7 

228.6 

251.2 

256.8 

259.2 

256.6 

254.2 

256.1 

258.9 

274.7 

283.5 

286-1 

212.1 

167.7 

193.8 

203.5 

208.7 

216.7 

248.6 

264.0 

270.2 

258.8 

243.7 

227.9 

2<V».8 

159.7 

187.3 

197.6 

203.1 

211.6 

245.4 

261.8 

268.4 

256.3 

240.2 

223.5 

192.5 

190.2 

192.5 

193.8 

193.3 

193.1 

192.7 

193.0 

192.7 

196.8 

197.9 

198.1 

222.7 

202.9 

219.9 

233.2 

236.5 

234.9 

231.5 

234.5 

233.4 

245.5 

244.9 

248.0 

222.1 

198.4 

213.6 

220.9 

230.2 

238.9 

241.6 

241 .3 

241.8 

246.3 

244.3 

241.1 

246.5 

223.8 

249.1 

275.9 

274.2 

261.3 

247.7 

252.3 

247.8 

274.6 

274.2 

284.5 

143.5 

145.2 

139.9 

139.9 

149.9 

144.6 

146.2 

143.3 

143.3 

143.3 

145.4 

147.6 

184.5 

175.9 

182.3 

182.3 

183.4 

183.7 

187.2 

194.0 

196.5 

196.0 

197.4 

198.8 

168.6 

163.3 

167.8 

169.2 

170.3 

171.6 

171.8 

172.5 

172.5 

173.1 

174.1 

175.4 

202.2 

195.7 

200.7 

205.2 

204.8 

204.9 

204.8 

206.7 

206.4 

209.8 

211.9 

215.9 

163.1 

158.0 

162.3 

163.3 

164.6 

166.2 

166.4 

166.9 

166.9 

167.1 

167.9 

168.7 

159.9 

153;6 

159.0 

1.59.4 

161.7 

164.3 

164.6 

163.9 

164.5 

164.2 

166.9 

166.9 

159,0 

1.^8.2 

157.9 

158.1 

159.0 

160.1 

160.3 

160.3 

160.5 

160.1 

159.9 

159.9 

162.6 

137.1 

162.2 

162.8 

170.9 

179.4 

179.6 

177.3 

179.7 

178.4 

182.2 

186.9 

194.2 

193.8 

193.8 

193.8 

193.8 

193.8 

193.8 

193.8 

193.8 

198.9 

203.6 

203.6 

150.8 

156.7 

151.3 

151 .0 

148.9 

147.6 

148.0 

147.2 

146.0 

147.8 

152.0 

152.9 

220.7 

214.2 

223.9 

224.1 

224.1 

224.1 

224.1 

224.1 

224. 1 

223.2 

223.0 

223.0 

155.1 

150.4 

151.9 

152.7 

152.8 

154.6 

155.7 

162.6 

162.6 

IM.3 

165.1 

164.9 

255.9 

244.1 

257.8 

271 .5 

268.1 

262.4 

259.0 

259.7 

252.8 

259.4 

258.2 

259.8 

157.6 

155.9 

156.0 

157.2 

157,3 

158.1 

158.9 

160.0 

160.0 

160.0 

158.6 

158.6 

137.4 

136.9 

136.9 

137.1 

137.5 

137.6 

137.7 

138.4 

138.5 

138.9 

139.9 

140.3 

210.2 

206.1 

215.8 

221.4 

220.5 

212.1 

206.5 

207.2 

205.8 

210.5 

211.6 

213.6 


♦Averages 


Source : Fxonomic Adviser to the Governnrwnt of India 
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INDEX NUMBERS OF INDUSTRIAL PRODUCTION 

(Base : 1960>=1(X)> 



1968 

1968* 


1969* 


1968 

1968* 


1969* 



Dec. 

Jan. 

Feb. 



Dec. 

Jan. 

Feb. 

General Index 





DycstiilTs and dyes 

181.1 

226.1 

213.2 

202.4* 

Seasonally adjiislc<i 

160.9 

163.1 

171.5 

171.8 

Fertili/ers 

448.9 

565.4 

555.2 

547.5 

Oude 

160.8 

172.5 

176.3 

167.1 

Paints, varnishes and lacquers 

117.1 

110.6 

110.3 

110.0 

Mining and quarrying 

142.0 

144.4 

140.1 

141.4 

Drugs and pharmaceuticals 

154.4 

N.A, 

N.A. 

N.A. 

Manufacturing 

156.3 

168.5 

173.4 

162.3 

Fine chemicals 

169.5 

217.9 

186.1 

150.4 

Food manufacturing 

108.5 

117.1 

140.8 

136.8 

Petroleum refinery products 

260.1 

280.4 

268.1 

253.7 

Vanaspati 

140.4 

154.3 

153.2 

148.6** 

Non-mctallic mineral products 

154.8 

177.0 

169.0 

158.9 

Tea 

104.9 

40.7 

16.6 

19.4 

(emenl 

152.3 

177.0 

166.6 

159.0 

Coffee curing 

114.4 

88.7 

198.6 

230.2 

Basic metal industries 

193.7 

216.1 

214 J 

305.2 

Cigarette manufacliinng 

163.3 

163.6 

173.0 

154.5 

Iron and steel basic industries 

185.4 

207.7 

217.7 

197.9 

Manufacture of textiles 

112.5 

HI .2 

111.1 

107.0 

Non-ferrous basic metal indus¬ 





Cotton textiles 

111.7 

112.5 

N.A. 

N.A. 

tries 

23T5 

.'61.7 

262.9 

44.7 

Cotton spinning 

124.1 

126.9 

N.A. 

N.A. 

Aluminium manufacturing 

400.5 

440.4 

435.6 

400.1 

Weaving of cotton textiles 

96.2 

94.3 

N.A. 

N.A. 

Metal products 

181.2 

191.7 

199.0 

196.2 

Woollen textiles 

144.2 

179.8 

178.4 

178.4 

Machinery (except ciectrical) 

327.0 

355.0 

373.5 

348.0 

Jute textiles 

96.4 

79.7 

81.9 

69.7 

Industrial machinery 

149.1 

127.1 

135.1 

123.3 

Paper and paper products 

185.0 

196.3 

198.7 

174.5 

Machine :ools 

261.0 

271.9 

277.1 

278.5 

Manufacture of paper 

186.8 

196.2 

197.8 

175.4 

Electrical machinery 

277.5 

343.0 

308.9 

289.5 

Manufacture of par)cr board 

187.2 

210.6 

218.2 

181.2 

Transport equipment 

142.8 

152.5 

147.8 

145.2 

Rubber products 

202.1 

239.5 

224,3 

214.1 

Motor vehicles 

149.5 

153.5 

159.2 

151.0 

Tyres and tubes 

227.6 

276.7 

264.5 

247.9 

Motor cycles and bicycles 

220.1 

253.4 

245.0 

220,4 

Chemicals and chemical products 197.4 

219.9 

243.9 

210.8 

Motor cycles and scooters 

395.8 

482.7 

462.8 

428.3 

Ba.sic industrial chemicals 





Bicycles and tricyles 

182.7 

204.7 

198.7 

176.2 

(including fertilizers) 

265.8 

311.6 

306.6 

286.4 

Electricity 

266.6 

286.1 

288.7 

N.A 

Heavy organic chemicals 

241.8 

263.6 

289.9 

2IK0 






Heavy inorganic chemicals 

270.2 

300.7 

302.7 

286.4 






Synthetic resins and plastics 

169.9 

170.8 

168.1 

144.8 

*Piovisional ** Estimated 





Synthetic fibres 

230.4 

257.3 

249.4 

217.2 



Source : 

c. s. o. 


FOR 

PRESTIGE 

PRINTING 

OPM 

MAP LITHO 
& 

GLAZED-OFFSET 

PAPERS 


For accurate colour reproduction and 
sharp printing, printers choose OPM Map 
Litho and Glazed-Offset papers for their 
superb quality. 

The largest paper manufacturers in India* ORIENT 
PAPER MILLS can offer the best quality because 
their products are manufactured by the most modern 
machines under expert supervision. Rigid laboratory 
test and Quality Control Systems ensure 
consistency of quality well known to printers. 

ORIENT PAPER MILLS LTD. 

BRAJRAjNaOAR. OHIS8A AND AMLAI. M.P. 
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EASTERN ECONOMIST 
MONEY SUPPLY WITH THE PUBUC (Rscrores) 


Last Friday 

*■ 



Money Supply 

Total 
Currency 
with Public 

Deposit money with the public 

Total 

Total 

Net Demand Other Deposits 
Deposits of with Reserve 
Banks Bank 

Variation 
in Money 
Supply 

1960-61 




2,868.61 

2,098.05 

770 56 

757.10 

13.46 

^199.16 

i 961-62 




3,045.82 

2,201.16 

844.66 

827.43 

17.23 

-H77.21 

1962-63 




3,309.97 

2,379.47 

930.51 

907.98 

22.53 

4-264.15 

1963-64 




3,752.12 

2.605.56 

1,146.56 

1,114.66 

31.90 

4442.15 

1964-65 




4,080.28 

2,769.05 

1,311.23 

1,289..52 

21.70 

4328.16 

1965-66 




4,529.39 

3,034.28 

1,495.10 

1,478.38 

16.72 

4449.11 

1966-67 




4,949.96 

3,196.80 

1,753.16 

1,711.75 

41.41 

4420.57 

1967-68 




5,350.07 

3,376.08 

1,973.99 

1,917.66 

56.32 

4400.11 

1968-69 




5,776.51 

3,680.17 

2,096.34 

2,015.46 

80.88 

4426.44 

1968 April 




5,447.84 

3,484.50 

1,963.34 

1,898.00 

65.34 

4 97.77 

November 




5.279.77 

3,317.14 

1,962.63 

1,900.61 

62.02 

37.61 

„ December 




5,386.69 

3,372.09 

2,041.60 

1,932.67 

81.63 

4106*92 

1969 January 




5,498.59 

3,464.91 

2,033.68 

1,958.70 

74.98 

4111.90 

„ February 




5,598.75 

3,579.59 

2.019.16 

1,949.77 

69.38 

4100.16 

March 




5,776.51 

3,680.17 

2,096.34 

2.015.46 

80.88 

4177.76 

April 




5,914.97 

3,766.09 

2,148.88 

2,053.81 

95.07 

-1 138.46 


Source : Reserve Bank of India. 

RESERVE BANK OF INDIA SCHEDULED COMMERCIAL BANKS 

(Rs crores) (Rs crores) 



June 27, 

A week 

A month 

A vear 


June 27, 

A week 

A month 

A year 


196^ 



ago 


1969 

ago 

ago 

ago 


ago 

ago 








1. Demand deposits* 

2072.79 

2038.16 

1956.63 

1874.80 

Issue department 









2. Time deposits* 

2535.05 

2528.87 

2478.88 

2094.25 

Notes held in banking 

department 

24.10 

17.99 

37.55 

31.41 

3. Aggregate de- 





Notes in circulation 

3686.43 

3691.23 

3603.76 

3298.64 

posits* 

4607.84 

4567.03 

4435.52 

3969.05 

Total notes issued 

3710.53 

3709.21 

3641.31 

3330.05 

4. Cash 

176.33 

139.36 

120.60 

125,25 

Gold coin and bullion 

182.53 

182.53 

182.53 

115.89 

, 5. Balances with 




Foreign securities 

226.42 

226.42 

216.42 

206.42 





Rupee coin 

64.39 

63.08 

65.20 

74.70 

Reserve Bank 

166.72 

164.66 

167.31 

144.25 

Government of India 





1 6. Cash and balances 





rupee securities 

Banking department 

3237.19 

3237.18 

3177.16 

2933.05 

! with Reserve Bank 

343.05 

304.02 

287.91 

269.50 

Deposits of central 





1 7. Borrowings from 





government 

51.85 

99.07 

82.96 

58.30 

Reserve Bank 

158.77 

158.48 

152.14 

103.48 

Depo.sits of state 
governments 

12.27 

7.44 

9.89 

7.94 

8. Investment in 





Deposits of banks 

214.74 

179.08 

176.97 

163.37 

government secu¬ 





Other deposits 

230.97 

233.58 

242.78 

324.59 

rities 

1133.09 

1129.08 

1100.86 

975.64 

Other liabilities 

572.72 

552.65 

558.26 

435.89 

9. Advances 

2858.14 

2845.24 

2793.98 

2623.51 

Total liabilities/assets 

1082.56 

1071.82 

1071.86 

990.10 

10. Bills purchased 





Notes and coins 

24.17 

18.08 

37.74 

31.46 





Balances held abroad 

129.20 

143.00 

156.36 

107.72 

and discounted : 

680.07 

675.42 

692.03 

479.37 

Loans and advances to 




54.29 

Inland bills 

513.13 

510.14 

523.89 

347.98 

(a) State government 

(b) Scheduled com¬ 

68.26 

162.41 

147.13 

Foreign bills 

166.94 

165.28 

168.14 

131.39 

mercial banks 

172.22 

156.51 

150.87 

103.48 

11. Total bank credit 

3538.21 

3520.66 

3486.01 

3102.89 

(c) State co-operative 
banks 

224.16 

212.02 

219.31 

171.36 

12. Percentage of 





(d) Other loans and 





(6) to (3) 

7.44 

6.66 

6.49 

6,79 

advances 

8.30 

9.82 

8.02 

9.42 

(8) to (3) 

24.59 

24.72 

23.52 

24.5a 

Bills purchased and 
discounted 

145.67 

158.58 

171 6 

134.74 

186.13 

251.46 

(11)to (3) 

1 

76.79 

77.09 

78.59 

78.18 

Investments 

257.98 

164.82 






Other assets 

52.61 

46.59 

46.13 

74,77 

*£xcluding inter-bank borrowings. 




Source ; Reserve Bank of India. 
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CONSli\fF,R PRICE INDEX NUMBERS FOR WORKING CLASS 


C V'Ufc 


I9(,2- 

63 

1963- 

(.4 

I9M- 

65 

1965- 

66 

1%6- 

67 

1967- 

68 

1 


1963 



1969 


M.tr. 

Ol'L 

Nov. 

Dee. 

Jan, 

Feb. 

Mar. 






(V 

ear 1949 100> 









A!l-!ndia 

j 27 

131 

137 

157 

169 

191 

213 

212 

213 

219 

214 

208 

207 

205 

207 

Ci'IU.Lk 

134 

142 

l‘'l 

178 

188 

213 

244 

245 

248 

249 

248 

251 

249 

245 

241 

Cl iiiliuii 

!07 

J 12 

112 

128 

135 

158 

194 

N.A. 

213 

220 

215 

207 

198 

195 

N.A. 


115 

13'^ 

143 

160 

169 

207 

231 

218 

214 

229 

224 

215 

212 

211 

220 

[ iu*!n:in.t 

\0.(} 

112 

1 19 

ni 

139 

17S 

199 

N.A. 

200 

216 

213 

2il 

N.A. 

N.A. 

N.A. 

Madias C -iy 

J49 

1 M) 

153 

177 

192 

207 

217 

215 

217 

220 

217 

215 

214 

212 

215 

'I'riLl’i’i 

13(> 

L'7 

I -16 

164 

180 

199 

214 

N.A. 

216 

234 

231 

228 

225 

N.A. 

N.A. 







(Year 

I%0 

100) 








AbmeJal’ h1 

l(h‘ 

lOS 

1 

!24 

130 

148 

16S 

U>5 

158 

174 

170 

165 

162 

164 

164 

Ajmer 

105 

106 

108 

123 

132 

156 

176 

17S 

170 

184 

185 

180 

181 

176 

178 

Bombay 

101 

106 

i08 

1 19 

130 

147 

162 

167 

165 

166 

167 

166 

167 

166 

170 

Bangalore 

10^1 

109 

114 

124 

144 

159 

172 

180 

!72 

186 

184 

181 

179 

180 

180 

C'aleutta 

lo: 

lOS 

1 14 

1.24 

131 

1 IS 

163 

170 

167 

176 

174 

168 

166 

164 

164 

Delhi 

104 

108 

1 14 

128 

136 

152 

172 

178 

173 

185 

183 

177 

175 

175 

178 

M>dcialxul C ily 

104 

108 

115 

128 

140 

158 

167 

173 

164 

183 

180 

174 

172 

172 

176 

Jamshedpur 

102 

105 

109 

122 

136 

158 

183 

171 

168 

176 

173 

167 

164 

161 

164 

Kanpur 

102 

105 

113 

136 

146 

153 

174 

174 

174 

181 

177 

172 

172 

171 

173 

Nagpur 

97 

98 

106 

131 

138 

148 

164 

165 

158 

172 

168 

163 

167 

165 

165 

Sholapui' 

99 

109 

106 

123 

128 

150 

165 

167 

166 

170 

169 

166 

168 

166 

^70 


Source : Labour Uuruau. 


CONSUMER PRICE INDEX NUMBERS FOR URBAN NON-MANUAL EMPI.OYEES 

(Base : 1960->I00> 


Centre 1961-62 1962-63 1963-64 1964-65 1965-66 1966-67 1967-68 1968-69 1968 1969 











Mar. 

Dee. 

Jan. 

Feb. 

Mar. 

All-India 

104 

108 

113 

124 

132 

146 

159 

161 

158 

160 

160 

160 

161 

Bombay 

103 

107 

114 

125 

132 

142 

153 

156 

152 

153 

154 

153 

155 

Delhi-New Delhi 

105 

HI 

H6 

125 

131 

142 

154 

162 

158 

161 

162 

161 

165 

Calcutta 

102 

107 

112 

118 

126 

139 

152 

156 

154 

155 

154 

154 

154 

Madras 

106 

111 

116 

125 

133 

147 

154 

154 

154 

154 

154 

154 

154 

Hyderabad- 

SecLindcrabad 

104 

107 

Ill 

122 

133 

147 

155 

159 

155 

160 

159 

159 

162 

Bangalore 

106 

111 

115 

124 

133 

145 

156 

160 

157 

161 

161 

159 

160 

Lucknow 

102 

105 

110 

125 

132 

146 

159 

156 

156 

154 

154 

155 

157 

Ahmedabad 

103 

105 

112 

125 

131 

146 

160 

162 

154 

161 

162 

161 

163 

Jaipur 

105 

108 

115 

126 

133 

150 

162 

168 

160 

168 

168 

167 

168 

Patna 

102 

106 

111 

124 

139 

160 

179 

174 

172 

174 

171 

173 

176 

Srinagar 

111 

120 

128 

134 

143 

160 

160 

167 

164 

168 

168 

169 

170 

Trivandiurn 

105 

110 

115 

122 

131 

146 

165 

168 

168 

168 

168 

166 

166 

Cutlack- 

Bhuba neswar 

107 

113 

122 

135 

142 

154 

164 

167 

163 

171 

166 

•t 

165 

164 

Bhopal 

109 

111 

115 

128 

133 

144 

166 

166 

161 

163 

163 

164 

166 

Chandigaih 

105 

108 

114 

124 

129 

143 

135 

164 

156 

166 

165 

165 

169 

Shillong 

103 

107 

114 

121 

123 

134 

155 

163 

157 

161 

160 

160 

163 


Source : Central Statistical Organisation. 
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EXfRUSIONS 


Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties —you can obtain 
all at low cost with HINDALCO Aluminium 
Extrusions. There are endless applications 
m every industry using fabricated metal 
shapes as components of assembly. A sin¬ 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made m alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, H-sections, hollow shapes 
or semi-hollow shapes or special shapes. 

Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? It will pay you handsomely to 
do so ! Please write to: 

HINDUSTAN ALUMINIUM 
CORPORATION LTD. 

Works: Renukoot. U.P. 

Offices; BOMBAY 
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To all those whom it may ooncera, 

Obeying; the dictates of ay conscience and believing 
that Mahatma Gandhi, were he alive, would have wanted ae 
to act as I am now doing, I offer myself as a candidate 
for the office of the President of the Indian Union. I 
need hardly add that I am convinced that it would be in 
the best interests of the nation if those who are privileged 
to elect the President of India see the wisdom of casting 
their votes for me. 

It is true that I have seen many, many summers, 
but this should not be held against me. The longer I have 
lived, the more political or public offices I have been 
able to hold. Again, my great age itself is evidence of 
the durability of my constitution and as for my mental 
capacity, no doubt need oe entertained about it for the 
simple reason that a.sound body must imply a sound mind. ' 

In any case, I propose to function strictly as a Oonstltu- 
tlonai President (Prime Minister, please note). 

If I now proceed to speak about my patriotism, it 
is only because I wish to take this opportunity of stating 
publicly that I reject outright the Johnsonian definition 
of patriotism. I am not ashamed of being a patriot, nor 
am I ashamed of citing my patriotism as a qualification 
for my candidature. 

Let me make it clear also that ray patriotisja is no 
cloistered virtue. In fact, I wear it on my sleeves and 
in my case, patriotism, like charity, begins at home. Being 
in the fortunate and happy position of a pater f amiiia s of 
a vast household of numerous children, grand-children and 
great-grancl-children, I have been directly responsible for 
the progress and weHbeing of an appreciable section of the 
Indian population. How well I have discharged this 
responsibility the whole country, knows. Even as I have 
looked after and promoted the interests of this large family 
of mine, I now take a solemn pledge that, when Installed In 
Rashtrapatl Bhavan, I will look after the larger family of 
the Indian people with the same devotion and endeavour to 
the best of my ability to find for each and every member of 
it attractive employoiafit with handaoine salaries sad bright 
prospects. 
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So *‘Indu”has had her private and very personal “moon-ahot*% sending the 
country spinning into a lunar wilderness of her making. For (he past 22 yeers 
India, it is true, did not have too many achievements to be proud of. It was, 
nevertheless, possible for this nation to flatter itself that it had been able to 
achieve a certain extent of economic expansion under conditions of relative 
political stability. The question posed by the developments in the politics of 
the Congress party and the central government during and since the last session 
of the All-India Congress Committee, which was held in Bangalore, is whether 
this country would be similarly fortunate in the times that lie immediately ahead. 
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That the overnight nationaUsation of 14 leading commercial banks is a simple 
act of political aggrandisement is clear enough. This decision of the central 
government has certainly been dictated by the confrontation between Mrs 
Indira Gandhi and the rest of the high command in Bangalore a few days earlier. 
From the Prime Minister downwards, everybody has been putting forward as 
the main justification for nationalisation the argument that government owner¬ 
ship of the banking industry is intended to check the growth of monopolies, 
prevent a disproportionate share of the community's financial resources going to 
big business houses, reduce disparities in income and wealth between the affluent 
sections of the people and the poor in their millions and ensure to agriculture 
and small-scale industry an easier and more adequate access to bank finance. 
But at no time was an honest effort made to show that the powers vested in the 
Reserve Bank of India for regulating the functioning of the commercial banking 
system were unequal to the task of coping with the legitimate needs of orderly 
economic growth or the genuine demands of social Justice. 

On the contrary, a purely negative campaign was relentlessly waged over the 
years against commerical banking charging it with anti-social practices on little 
or no evidence. It has been said that banks have neglected agriculture, whereas 
the fact is that, until a few years ago, the bottlenecks in agricultural develop¬ 
ment were not credit but other obstructions such as ignorance about inputs 
associated with modern farming practices or the non-avaiiability or shortage of 
these inputs, particularly improved seeds and fertilizers. In this case, the banks 
were really being blamed for not rendering a service for which there had, in 
fact, been not much of a demand. 

It is also worth noting that for quite some years it had been the policy of the 
government, implemented through the Reserve Bank of India, to prevent or res¬ 
trict the opening of new branches, particularly by the leading commercial banks. 
Again, for the better part of the last 20 years the lending operations of banks 
have been governed or guided by government policies, such as selective credit 
control. In the circumstances, it is grossly unfair that political opportunists 
and adventurers should stand up and say today that commercial banking had 
not been fulfilling its responsibilities to the country. 

The truth is that, as time passes and the financing of agriculture or small-scale 
industries becomes increasingly important with emerging new patterns of 
economic needs and priorities, the banking system would necessarily develop 
appropriate attitudes and approaches. There is nothing in the record of the In¬ 
dian banking system to show that this desirable dynamism would not have been 
forthcoming in the normal course. On the contrary, the initiative and enterprise 
shown by leading banks in recent years did hold out a promise of fruitful per¬ 
formance in the future. It is, therefore, nothing short of political expediency 
for the government of the day to take over the ownership and management of 
the larger commercial banks accounting for the bulk of the banking business 
of the nation. The scheme of social control which nationalisation has now 
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supplanted was only briefly in operation 
and was seen, even at its introduction, 
as the thin end of the wedge. 

That the efficiency of the community’s 
banking services will decline may, of 
course, be safely predicted and it is 
also to be expected that the nation will 
have to forfeit the benefit of the normal 
banking expansion which would have 
taken place had theie been no nationali¬ 
sation. In a critical period in the 
course of our economy when agriculture 
is breaking new ground, industry is 
recovering from its recession and 
exports are feeling their way forward, 
a dose of dislocation has thus been 
wantonly injected into the banking 
sector. 

This, however, is only the more 
direct or immediate consequence of 
bank nationalisation. The greater 
evil that might stem from this act is a 
steady leftist onslaught over a period 
of time, not only against the institu¬ 
tions and the processes of private 
enterprise, but also against the demo¬ 
cratic political system itself. The 
Prime Minister, broadcasting on the 
nationalisation of banking, has attemp¬ 
ted to reassure the public that this is 
not the “beginm'ng of a new era of 
nationalisation”. The government, 
under her leadership, however, docs 
not enjoy sufficient credibility for any 
value to be attached to this undertaking. 
The community hereafter will have (o 
live with the fear that every time a 
political half-Nelson is put on her by 
party pressures, the Prime Minister may 
react by trying to assert her socialist 
virtue. 

It is in this context that the summary 
dismissal of Mr Morarji Desai from the 
Finance portfolio, virtually forcing him 
to leave the government, acquires 
grave significance. When Mrs Indira 
Gandhi stood up at the meeting of the 
Congress parliamentary party last 
Sunday to claim her right to function 
without restraints in laying down the 
policy or determining the direction of 
the government, she was not by any 
means asserting an innocent right of 
a constitutional prime minister in a 
parliamentary democracy. She was 
attempting to appropriate to herself 
an arbitrary and absolute authority 
vihich would make nonsense of the 


essential processes of government by 
discussion and consultation. It was this 
point which Mr Desai was hoping 
to emphasize when he noted in his 
statement in the Lok Sabha on Monday 
that it was not possible for him to 
remain a passive ob.server of methods 
of government which were calculated 
to undermine democracy. Fortunately 
Mrs Gandhi's conception of what the 
party owes to her as its leader happens 
to be unrealistic in terms of the actual 


EARLIER THIS month—on July I, to 
be exact-'-thc International Monetary 
Fund completed its 25th year. 
Its next annual meeting is due in 
September. For an institution of this 
kind, the annual meeting is certainly 
a more significant occasion than the 
anniversary. Birthdays, nevertheless, 
are not to be ignored altogether. The 
Fund begins the 26th year of its exis¬ 
tence in a relatively calm atmosphere. 
Although it is certainly assumed across 
the world that there is bound to be a 
different pattern of exchange parities 
as the world moves into the ’70s, no 
dramatic developments are expected 
in the near future. President Pompi¬ 
dou's declaration that his government 
would fight to save the present par 
value of the franc has served, for the 
time being, to turn the heat off the 
French currency, while in Bonn, the 
revaluation of the Deutschemark is 
coming to be discussed with increasing 
objectivity. 

It is not the fate or the fortunes of 
individual currencies, however, which 
are the prime point of interest at pre¬ 
sent for monetary authorities around 
the world. They are now concerned 
primarily with the general problem of 
liberalising the philosophy and prin¬ 
ciples of Bretton Woods so that there 
may be a smooth and orderly injection 
of additional liquidity into the inter¬ 
national monetary system, preparing 
it for meeting the demands of economic 
growth and expanding international 
trade in the ’70s. 

The plan chosen for this purpose is, 
of course, the scheme of Special Draw¬ 
ing Rights on which agreement in 
principle was reached among the 
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paimt through which ;tl» 

Con^ss party is; amettoning, IChis 
would indicate that, although she may 
appear to have won an immediate 
battle or two, she may yet lose the war, 
unless she realises in time that she 
cannot hope to run the government 
or govern the country with the 
help of a coterie of cronies abetted 
by conspirators of the Left, 
whether within the Congress or 
outside. 


member-countries of the International 
Monetary Fund at its last annual 
meeting. Debate, however, is still 
in progress between the United States, 
which is the chief protagonist for the 
plan for activising the new facility on 
a generous scale, and certain other 
leading member-countries of the Group 
of Ten, who arc advocating a more 
modest and circumspect approach on 
the ground that there is need for 
avoiding an excessive creation of SDRs 
so long as inflation in the United 
States is not being contained more 
effectively. 

In the United States itself, there is 
sufficient recognition at all levels of 
authority of the desirability of using 
fiscal and monetary restraints on the 
economy and it has, in fact, been 
reported that a number of west 
European countries which arc in the 
Group of Ten have acknowledged 
the value of the measures already 
taken by the US government along 
these lines. There is, however, a 
residual feeling among monetary or 
central banking authorities in these 
countries that the United States should 
not hesitate in the last resort to impose 
direct credit controls should that 
become necessaiy, to stabilise its. 
economy. With the Chairman of the 
Federal Reserve Board in the United 
States, Mr William McChesney Martin, 
recently indicating qualified acceptance 
of this view, the possibility of a con¬ 
sensus being reached on ,11% size of 
and the time-table for the SDRs in 
time for the forthcoming annual* 
general meeting of the Fund have- 
become brighter. 

In terms of the Fund’s evolution^, 
the implementation of the new facility 


The Fund at Twentyfive 
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of SDRs will bt both a gracef\il acknow¬ 
ledgement of the constructive role 
which the Fund has played in its 
25 years in promoting the relative 
stability of exchange rates and a re¬ 
alistic acceptance of the importance of 
amplifying the scope and re-energising 
the machinery of the Fund so that it 
may be able to cope with the demand 
for increased international liquidity 
in the coming years. In other words, 
the F’und, by its performance in the 
past, has created enough confidence 
among its member-countries to inspire 
them with faith in its flexibility and 
potential for dynamism. 


with persistent balance-of-paymcnts sur¬ 
pluses to play the game by the Brett on 
Woods rules. Had the Fund been 
more successful than it has been in 
bringing about a liberalisation of the 
policies of such countries with relation 
to trade or export of capital, whether 
through aid or investment, its first 
25 years would have been even more 
productive and fruitful. As it is, one 
of the reasons why the new facility of 
SDRs has been thought of is, the 
demonstrated inability of the Fund to 
be sufficiently helpful in this icspect. 
It could still be claimed for the Fund, 


however, that, given its historic origin 
as a practical as well as an acceptable 
alternative to an international clear¬ 
ing union or a system of world money, 
the IMF has met, by and large, most 
of the expectations that could have 
been legitimately entertained of it 
in terms of ensuring relative stability 
of exchange rates during a period in 
which great advances and dynamic 
changes have been registered in tech¬ 
nology and production in the world 
economy and in the trade among 
nations. 


New Sights for Units 


The Fund's greatest success, of 
course, has been in enforcing a meas¬ 
ure of international monetary discipline 
in the context of national sovereignly. 
Naturally and legitimately, its influence 
in this respect has been most marked 
vis-a-vis its relations with countries in 
frequent bulancc-of-paymcnts diffi¬ 
culties. The most striking illustration 
of the sharpness of its bite was, 
of course, its stern exaction of that 
celebrated letter of intent from the 
British government recently as a 
pledge of the latter's commitment 
to policies of monetary and fiscal 
discipline. There is, of course, a 
very positive side, too, to such 
operations. Under the pressure of 
a scries of critical situations in the 
world's exchanges in recent times, 
a pattern of co-operation has been 
developed, mostly on cmperical lines, 
between the Fund and the monetary 
and central banking authorities of the 
countries of the Group of Ten for 
ensuring the stability of threatened 
national currencies during a period 
in which the go\ernments whose 
currencies aic thus affected would 
undertake or could seek to put into 
effect domestic correctives in fiscal, 
monetary or other areas. Thus has 
been created an impressive apparatus of 
international monetary management 
in which stand-by credits authorised 
by the Fund have supplemented or 
been supplemented by swap arrange¬ 
ments or re-cycling transactions worked 
out among the monetary and central 
banking authorities of the Group of 
Ten as rescue or relief measures for the 
benefit of besieged currencies. 

Where the Fund has been rather 
less cffcciivc is in persuading countries 


THE PROGRESS recorded by the 
Unit Trust of India in the past three 
year< gives room for the hope that a 
regular attempt can be made hence¬ 
forth to mobilise small savings for 
being invested in industrial securities 
indirectly through units. Since 1966-67 
the Unit Trust movement has been 
gaining momentum and it was disclosed 
by the institution’s chairman, Mr R.S. 
Bhatt, that there uere over 2-62 lakh 
unit-holders at the end of 1968-69 
and the unit capital stood at the im¬ 
pressive figure of Rs 56-63 crores 
against Rs 41*16 crores at the end of 
the previous year. Sales of units in the 
last accounting period improved to 
Rs 17*15 crores from Rs 15*34 crores. 
Even allowing for rc-purchascs of Rs 
1*67 crores against Rs 1*22 crores, net 
sales amounted to Rs 15*48 crores 
against Rs 14*12 crores. 

However, while the upward trend in 
unit sales is to be welcomed and the 
reinvestment of income derived from 
units is becoming more popular, there 
is reason to feel lhai sales can be of 
much larger dimensions. With the last 
growth of bank deposits and an in¬ 
crease in the savings of the agricultural 
income groups, it should be possible 
to cff'ect much larger sales if more 
vigorous efforts are made to sell units 
in the semi-urban and rural areas. So 
far purchases of units have been mainly 
on account of urban investors and 
mostly those who stand to benefit by 
the exemption of the income derived 
from units up to Rs. 1,000 annually. 

In fact, it was even disclosed some time 
back that the metropolitan centres 


accounted for a big share of total sales 
and new ground had still to be covered. 

As there is clear evidence of the 
establishment of a new' trend in bank 
deposits and joint-stock companies 
also have received depo.sits from the 
public, in some cases even up to the 
permissible limits, it should not be 
difficult to secure a larger share of 
invcstibic funds in units. In a rising 
market, the more enterprising investors 
may seek to effect their purchases direct¬ 
ly and take advantage of the opportuni¬ 
ties available for capital appreciation 
besides a reasonable return, on invc.st- 
ments. But wath the hectic purchases 
of gill-edged industrials by institutional 
and individual investors, there has been 
a lowering of the yield basis to around 
54 per cent and some investors have 
even thought it advisable to buy fixed 
interest securities, particularly first- 
class preference shares, which afford a 
current yield of about nine per cent. 

Gben the possibility that equities 
may be favoured in the coming months 
and that the established companies will 
benefit significantly by a sustained re¬ 
vival in economic activity, there is a 
desire on the part of small investors to 
derive some benefit out of any rise in 
values that there may be in equity 
shares. Even though it may be pointed 
out in some quarters that the bullish 
sentiment noticeable some lime back 
has been spoiled by the central govern¬ 
ment’s ban on Toward trading in 
shares, and the latest developments 
in the country, there is a feeling 
that industrial production will pick up 
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markedly in 1969^70, particularly if 
there is again a high level of agricultural 
production in the current season. This 
ptiKCSS should be helpful for utilising 
idle capacity and improving the pro¬ 
fitability of even the marginal units. 
It is assumed, however, in all these 
calculations that there will be no 
serious deterioration in the political 
situation and the forces of recovery will 
not be impeded at any stage. 

As Unit Trust of India has at its 
disposal holdings of equity and pre¬ 
ference shares and debentures for 
nearly Rs 57 crores. it stands to 
benefit considerably through an 
appreciation in market values. In 
the first year of its operations, invest¬ 
ments had to be eflectcd in an un¬ 
certain atmosphere as interest rates 
were tending upw^ard subsequent to the 
employment of the large resources mobi¬ 
lised through unit sales in the first 
two months. When the devaluation of 
the rupee took place and recessionary 
trends also were noticeable, there was 
naturally a depreciation in the market 
value of investments as compared to 
the book value. With new' investments 
on an advantageous basis and a boom 
in prices for equities, it has recently 
been pointed out by Mr R.S. Bhatt that 
(he losses have been more than wiped 
out and that there is even a substantial 
appreciation in the net value of assets 
held by the Trust. This has necessitated 
an increase in the selling price of units 
during the period of the special offer 
by 10 paise per unit on two occasions 
and the rate is now Rs 10-20 per unit. 

As it is likely that there will be a 
further appreciation in market values in 
due course, it would not be incorrect 
to say that units have scope for moderate 
appreciation in the future and that the 
yield is also quite satisfactory around 
seven per cent. The trustees have made 
an effort to offset to a great extent 
the decline in current yield, with an 
increase in selling prices, by announc¬ 
ing a marginal increase in the dividend 
to 7-1 per cent from seven per cent in 
ihc three previous years. As a small 
investor cannot spread his risks on a 
satisfactory basis and secure a reason¬ 
able reiiini at the same time, the orga¬ 
nisation for popularising units sales 
should be considerably expanded and 
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greater allention paid to the tapping 
of new savings in the rural areas. 

In 1968-69, the gross-income of the 
Unit Trust was higher at Rs 4*83 
crores against Rs 3*67 crores in the 
previous year and the amount available, 
after making adjustments, for distribu¬ 
tion to the unit-holders was Rs. 4*21 
crores against Rs 3-11 crores. The 
latest dividend of 7- I per cent is well 
earned as there will be an undistributed 
surplus after the dividend has been paid 
to the unit-holders. It may be argued 
tliat new investments may not be quite 
remunerative from the yield angle as 
good dividend-paying cquilies have 
risen appreciably in the past few months. 
But the Trust is in a position to com¬ 
plete underwriting operations in respect 
of preference issues and debentures 
olfered by established companies 
w’hich cany interest at 9 - 5 per cent and 
7-75 per cent, respectively. It will also 
benefit by the issue of rights shares and 
bonus shaies which w'ould be useful in 
lowering the average price of existing 
holdings and improving also the cur¬ 
rent yield. 

It may probably pay good dividends 


“TAKING TRADITIONAL and 
non-traditional exports into considera¬ 
tion”, as Dr B. P. Godrej, President 
of the Indo-German Chamber of 
Commerce, observed at its last annual 
general meeting in Bombay, “there 
is considerable scope for increasing 
India’s exports to the Federal Republic 
which bought in the year 1968 alone 
goods w'orth over DM 81 milliard.*’ 
Organisations such as the Indo- 
German Chamber of Commerce will, 
of course, continue to play their 
part in exploiting this scope, but to 
facilitate the process they must also 
be helped in their task by governments 
as well as the business community 
in both the countries. 

Current trends in our trade 
with West Germany are largely simi¬ 
lar to those in respect of our foreign 
trade generally, namely, an increase 
in exports and a decrease in imports. 
Only, the percentage increase in our 
exports to West Germany was higher 
than that of (he overall increase. 
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for the Trust if it could select equities 
of new companies which are earning 
profits and distributing dividends and 
the shaies of which are not quoting at 
a heavy premium. 

The volume of business can be 
appreciably increased by the Unit 
Trust only if the existing unit-holders 
are encouraged to invest more of their 
funds in the same manner. Many have 
not yet derived full benefit out of the 
exemption of the income from units 
up to Rs 1,000 annually from tax. It 
has been suggested in stock exchange 
circles that the sum invested in units 
out of current income should be eligible 
for purposes of tax rebate wfth the 
necessary safeguards. If there were 
sales of units the holders might become 
liable for taxation in respect of the 
amount disinvested on the lines of the 
annuity deposit scheme which remained 
in force till recently. It is imperative 
that the scope for mobilising new sav¬ 
ings for productive investment is fully 
exploited and the government should 
not hesitate to offer additional 
incentives. Any such gesture in a 
period of rising national income and 
savings would be worthwhile. 


even as our imports from West 
Germany fell more than those from 
other countries. 

Thus, if our total exports in 
the year 1968-69 showed a rise of 
about 13 per cent as compared to 
the previous year, our exports to West 
Germany in 1968 rose by about 17 pci- 
cent, /.c.. from DM 184 million in 1967 
to DM 215 million. Our imports from 
West Germany registeied a sharper fall 
than our imports from the rest of the 
world. Imports from West Germany 
fell from DM 795 million in 1967 to 
DM 574 million, tliat is, a fall of about 
28 per cent. In other words, the trade 
gap shrank from DM 612 million in 
1967 to DM 360 million last year, or 
by DM 252 million. But this also 
meant that the volume of t^de between 
India and West Germany was lower 
by about DM 190 million. While 
the narrowing of the trade gap is to be 
welcomed because it has been the 
result for the major part of our higher 
export.s in the interests of enlarging the 
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mutual economic tics, the trade situa¬ 
tion between the two countries may 
profitably be .examined in its entirety. 

Meanwhile it would be interesting 
to know how and in what items our 
exports to West Germany have showed 
an improvement. As Dr Godrej 
pointed out, the incrca«;e in our exports 
to West Germany was due to the 
improved techniques adopted by Indian 
exporters and a better knowledge of 
the West German market gained 
through the various promotional 
measures of the two governments 
concerned, such as, the lndo>German 
Export Assistance Project, otherwise 
known as the Vollarth Project which 
has been functioning for the last two 
years. Under this project, an expert 
team is assigned by the West German 
government to promote exports of 
Indian engineering goods to western 
Europe in general (so becoming of 
a member of the ECM) and to the 
Federal Republic in particular. As a 
result of the good work of this team, 
India was able to increase her exports 
of such engineering items as hand- 
tools, machine-tools and parts, oil 
engines, pumps and compressors and 
power-driven vehicles. 

The West German government has 
taken several other measures to en¬ 
courage imports from developing 
countries, such as liberalisation of 
quotas in textiles, handloom silk and 
cotton fabrics and East Indian Kips, 
and reduction of four per cent in 
its import turnover tax (intended 
mainly to reduce West Germany’s 
export surplus to avert an international 
monetary crisis). On her part, India 
has liberalised exchange regulations 
for travellers going abroad for export 
promotion activities, offered additional 
cash assistance and import entitlements, 
given special facilities to export houses 
for import and stock of essential raw 
materials and components, made 
export credit cheaper and allowed 
certain lax benefits. Particular note 
has been taken in West Germany of 
the Government of India’s decision to 
allow foreign collaboration in trading 
companies, provided it is exclusively 
meant to promote India’s exports. 
This would also appear to have prompt¬ 
ed several enquiries from interested 
parties in West Germany. 


la 1968, improvement was noticed 
in India’s exports to West Germany 
in the following non-traditional items: 
Tools and agricultural implements; 
goods from copper and alloys; machine 
tools and parts of rolling mills; power 
engines, pumps and compressors; 
power-driven vehicles: pharmaceutical 
preparations and cosmetics. Some of 
the new items that entered the 
West German market in 1968 were 
the following: base metal rods 
and sheets; aluminium and alloys; 
aluminium rods and sheets and iron 
wire. 

Industrial collaborations sanctioned 
during 1968, rr'j., 22, was lower than 
in 1967 (24). Notwithstanding this. 
West Germany continues to cKcupy 
third place in the list, coming after the 
UK and the USA. Up to the end of 
1968, the total number of Indo-Gcrman- 
collaborations approved b> (he Govern¬ 
ment of India was 435 or 15 per cent 
of the total. More than a third of 
these involve financial participation 
by West German parties. Several 
developments ha/c lakcn place lately 
which will determine I he future pattern 
of Indo-Gcrman collaborations. 
On our side, the government has 
effected certain helpful changes in its 
policy as regards foreign collaboration. 

It has also established the Foreign 
Investment Board, As for West 
Germany, the Federal Republic is 
keen on promoting private foreign 
investmems in developing countries 
and has set up such institutions as the 
German Reconstruction Loan Cor¬ 
poration and the German Development 
Company. While the activities of the 
latter arc to be increased, it is also 
proposed to establish a German Invest¬ 


ment Promotion Company. A more 
direct as also pragmatic move is to give 
tax relief to West German firms having 
foreign subsidiaries. West Germany’s 
private foreign investment at the 
end ol J968 in all the countries of the 
world was DM 14,349 million, of 
which the share of the developing 
countries was only 29 per cent, India’s 
being Rs 30 crores (DM 160.4 million). 
This compares unfavourably with 
private foreign investments of the UK, 
the USA and France. 

There is a very close link between 
foreign collaboration and foreign aid. 

It must be said to the credit of West 
Germany that, in keeping with her 
prosperity, she has also stepped up 
her quota of aid to India. During the 
year 1968 it was higher by four per cent 
as compared to 1967. fncluding DM 
250 million for the year ended March 
31, 1969, West Germany provided 
India an aid of DM 4505.2 million (Rs. 
844.72 crorcs). Indications arc that for 
the current year also West Germany 
will maintain the same level of aid. 

Bcsides--and (his is noteworthy__ 

West German financial assistance has 
crossed the mark of one per cent of 
the gross mitional product (GNP> 
recommended by the UNCTAD-11 
in New Delhi last year. It was sug¬ 
gested by Dr Godrej that the govern¬ 
ments of West Germany and India 
should endeavour to ensure that the 
entire need for raw materials, spare 
parts and components of Indo-German 
joint ventures are covered by West 
German aid. An analogy may he found 
in the “Kipping loans” which have 
hcljvcd British firms operating in this 
country in securing maintenance 
imports. 
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INDIA AND SOUTH-EAST ASIA 


DR A- APPADORAI 


THE PRIME Minister, Mrs Indira Gandhi’s 
recent visit to Indonesia liiglilighls the 
importance of our relations with somh-east 
Asian countries. For some years iTch^rc 
and aliei 19f72. on account primarily of 
tiouble from China, to these countries v\c 
opixiarcd to be disinterested in the region. 
During the Iasi three years, the apparent 
neglect has been :naOe up; belter late than 
nc\ci. 

Suidenls ol India's toieign policy will re¬ 
call that in his first broadcast to the nation 
on Septemher 7. 1946, as head of the 
Interim Goveinmcni, Jawaharlal Nehru 
luid said, “We arc of Asia and the peoples 
ol Asia are noarci ami closer to us than 
othcis", and he \ser.t on to say that India 
is Situated that she is the pivot of v cstem, 
southern and .soutli-cast Asia. “In the 
past her culture I lowed to all these countries 
and (hey came to her in many ways. 
Those contacts are being renewed and the 
future is bound to see a closer union 
between India and south-east Asia,...” 
True to his word. Nohrii diii give a high 
priority to south-east Asian problems in 
hi'; foreign pi’licy : he called a conference 
on Indonesia at New Delhi in January 
1949, as he explained, to supplement the 
elioits of the Security Council of the 
United Nations to arrive at a peaceful 
settlement of the problem of Indonesian 
independence (on December 18, 1948, 

the Dutch forces had launched an offensive 
against the Republic of Indonesia). On 
July 7, 1951, a treaty of friendship between 
India and the Union of Burma had been 
signed. 

(ircat Impact 

In April 1954, the Ciovernmcnl ol India 
made proposals for a t^caceful settlement 
in Indo-CTina which had a great impact 
on the proposals adopted by the Colombo 
Poucis a few days later and by the Geneva 
Conlercncc later in the same month; 
lollovNing these, India accepted the chair¬ 
manship of the International Commissions 
lor Supersision and Control in Cambodia, 

I aos and Vietnam. 

f or si>mc four years after the trouble 
with China started around I960, India, 


for understandable reasons, was busy 
elsewhere and the south-east Asian iseople 
got the impression that we were keeping 
somewhat aloof from them; Japan stepped 
in and cultivated trade relations with them 
in a big way. A study of the documents 
shows that a positive policy of improving 
relations with the countries of south-east 
Asia is discernible after 1964. Ihc late 
President Zakir Husain, the Prime Minister, 
Mrs Indira Gandhi, the Deputy Prime 
Minister, Mr Morarji Desai, the former 
Ministci ot External Affairs, Mr M. C. 
C'hagla and Mr T. N. Kaul, Secretaiy in 
the Ministry of External Affairs, visited 
one or moic countries in the region. India 
had offered a credit of Rs 10(1 million to 
liKlonesia in 1966. 

Joint Ventures 

A trade agreement with Indonesia was 
signed at Djakarta on December 28, 1966. 
Under the agreement it was decided (hat 
the two countries would endeavour to 
increase the levels of their trade and 
diversify it to the maximum extent possible. 
'Ihc delegations of the two countries also 
discussued the possibilities of increasing 
economic and technical ctvoperation 
I'KJtwccn the two countries, for example, 
by the promotion of joint ventures in the 
industrial field, providing training to 
technicians in the fields in which each 
country had the necessary know-how and 
so on. As a further step, it was agreed 
that senior officials of the two countries 
should meet periodically to review the 
working of the trade agreement and the 
progress of the various measures for in¬ 
creasing technical and economic co-opera¬ 
tion between the two countries. 

Cicncral No Win. Chairman of the 
Revolutionary Council of Burma, visited 
India in 1966. Our Minister of External 
Affairs was able to report to the Lok Sabha 
that our relations with Burma were very 
cordial and friendly, in paiticiilar Burma 
made a ready response that year to India's 
appeal to Burma for rice to tide over the 
ditficult rice situation in .the country. 
The Indo-Biirmcsc Boundary Agreement of 


March 10. 1967, resolved the more serious 
of the conflicts with that neighbour. 

A statement of considerable signiflcance 
op the subject of India and south-east 
Asia was made by the Minister of State for 
External Affairs in the Lok Sabha on 
April 4, 1968. Briefly, the minister said 
that the government had been devoting 
much more attention to India’s relations 
with our neighbours in south and south¬ 
east Asia during the last few years. Bilateral 
talks had been developed with Burma 
and Singapore, Malaysia and Indonesia, 
Laos and Cambodia and with the Philip¬ 
pines in the region. A large number of 
scholarships and training facilities* had 
been offered, and a small beginning made 
in starting joint ventures to strengthen 
economic and cultural relations with these 
countries. “We have also told them 
publicly and privately that we would be 
glad to contribute our mite in developing 
economic relations of this region on a 
broad-based and multinational basis with¬ 
out any politcal or military strings attached 
lo it.” This statement is welcome as it 
shows ail awareness on the part of govern¬ 
ment of the dimensions of the problem of 
developing close relations with our 
neighbours in south-east Asia. 

The problem of developing close rela¬ 
tions w'ith south-east Asia is linked up 
with a basic question : What arc our 
interests in south-east Asia? It is now 
recognized that national interest is the 
governing principle in international rela¬ 
tions; I hasten to add that the national 
interest of any one nation is not necessarily 
opposed to the interest of other nations. 
Indeed, progressive opinion is coming 
round to the view that mutuality of national 
interests in a world, which technology is 
making “one world”, is an important 
factor in defining national interest. With 
this background, our interests in soiit-cast 
Asia may be discussed under two heads : 
political and economic. 

Interest in Stability 

Politically, w'c have no other interest 
than stability and peace in the region, 
for instability and tensions in the region 
will have an impact on ^our own 
.security. But the question which our 
policy makers should consider, is: 
what can we contribute towards 
the maintenance of stability and peace in 
the region? The interplay of political 
rivalries—both from within and without— 
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If you don-t use Air Cargo because you think its 
expensive, you could be cheating yourself 

your profits could be lost on unnecessary 
packaging, labour and 

insurance. 

'* bOCause 

inese MM/dwtnbution costs. Also, because air caroo 

® faster safe and® 

rawer return on your investment. 

are 

encouraged. Suddenly new markets are opened to you. 


Now. if your particular product or 
market won't allow a complete switch 
to air exporting you still needn't risk losing orders 
through late deliveries. 

cargo's speed 

with BOAC s Air/Sea Mix Plan. You send the bulk 
by sea. but build an allowance into your costing 
system to use air in emergencies. The extra cost is 
offset by spreading it over every unit you export. 

Discuss the potential of air cargo exporting with 
your local BOAC Cargo Office. ^ y in 
You owe it to your profits. 
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THE SUBIMAL Dutt Industrial Licensing Policy Committee, on which 
the communist movement in India has been well and truly represented, has 
naturally produced a report which must be welcome grist to the mills of arb/trari- 
ncss, authoritarianism and iliiberalism which arc now w'orking overtime in 
the regime ot Mrs Indira Gandhi. Tliat the committee was not over- 
impressed by the functioning of the government's industrial licensing policy or 
procedures is easy enough to understand considering that these institutions 
or processes have brought as much dissatisfaction as salisfiction to the 
interests they have sought to serve or those which were aflccled by them one 
way or the other. We ourselves have certainly been no blind believers in the 
virtue of industrial licensing. On the contrary, we have always held the view^ 
that, on balance, industrial licensing has tended to make our induslrialisalion a 
less efficient and a more expensive and dilatory process than it could have 
been. It has bureaucratised unduly the government's management of industrial 
expansion and thereby deprived industrial growth of much of its natural 
and rightful dynamism, flexibility and resilience. It has added to the capital 
costs of industrial projects, lengthened the processes that constitute the pro¬ 
motion or setting up of new' ventures, discouraged or n'red (uit potential 
foreign investors or collaborators and led to sliortages of plant capacities in 
some industries, over-investmciil or over-production in some others and 
the establishment of uneconomic scales of production in a large number of 
cases. 


The Dull committee, how'ever, has aired grievances of an altogether 
different kind. This, again, was only to be expected since the commhtee's 
preoccupation was not with the needs or demands of economic expansion, 
but with the political campaign of witch-hunting of the bigger business bouses 
which was the inspiration for the setting up of the inquiry into the industrial 
licensing policy. Asa result, the committee had restricted itself to looking at 
industrial licensing strictly in terms of certain narrow considerations heavily 
loaded with political prejudices. Having made it its prime business to make 
out a case that industrial licensing has not only failed to prevent, but, on the 
contrary, has assisted in promoting the concentration of wealth and economic 
power, the accentuation of disparities in income and property and the emer¬ 
gence of monopolistic situations or re.strictive trade practices, Mr Dutt and 
his colleagues have deliberately ignored the positive and constructive 
aspects of industrial expansion in the period they have studied. 

It is true that the pattern of our industrialisation could have been richer 
and its pace faster than it has been, but all the same it has to be admitted 
that there has been substantial progress—in some directions, even striking 
progress in the expansion of existing industries or the setting up of new 
ones in our country over the last 20 years. If the Dutt committee was at 
all interested in looking at the picture in perspective, it would certainly have 
related its study of industrial licensing and its results to this very relevant 
and material achievement as well. But then, as we had remarked earlier, 
the committee's business was not with industrial growth, bul with the political 
exploitation of certain aspects of industrial licensing by exaggerating them to an 
extent which is out of all proportion to their bearing on the central issue of 
industrialisation. To put it differently, to Mr Dutt and his colleagues, industrial 
growth is but an inconsequential incident in industrial licensing. 

Not surprisingly, then, the Dutt report has completely ignored the contri¬ 
bution made by the initiative and enterprise of leading business houses to in¬ 
dustrial expansion under the five-year plans. No reasonable or responsible 
person will, for a moment, doubt that had these business houses not played 
the active and often aggressive part they did play in expanding existing 
industries or setting up new ones, the government’s economic planning in 
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this country would have had much less 
to show for itself whether in terms of an 
increase in the gross national product 
or in terms of the improvement in the 
employment situation or the standard 
ot'living of the people, t! has been re¬ 
peated aif nemscam that these business 
houses have been enriching themselves. 
But it is churlishly ignored that they 
ha\c enriched themselves only in the 
process ofenricliing the national econo¬ 
my. It would have been a different mat¬ 
ter had the Dutt committee been dealing 
with the amassing of wealth by indivi¬ 
duals through unproductive forms of 
speculation in various areas of trade 
or commerce. The committee, hovv- 
e\er, was studying the promotion and 
establishment of industries which have 
been creating employment and increas¬ 
ing production. When, therefore, the 
activities in question are clearly legiti¬ 
mate and related to economic i^lanning 
and the nation's economic growth, it 
docs not make sense to complain that 
those who have engaged themselves in 
these activities have been prospering. 
Surely this kind of prosperity is only a 
well-earned dividend on an investment 
of socially desirable human skills in the 
building up of the nation’s industry and 
trade. 

In the earlier years of planning, the 
late Jawaharlal Nehru was never tired 
of declaring that private enterprise 
should justify itself and justify the scope 
given to it ihrough the Industrial Policy 
Resolution by fully exploiting the oppor¬ 
tunities open to it for starting industries 
or expanding production. In the 
normal course, those business houses, 
which have responded to this call and 
met the challenge thus thrown to private 
enterprise, should have been deemed to 
have only played their rightful part 
and discharged the obligations imposed 
on them by government policy and the 
planning apparatus. Instead, wc aic 
now being called to be a witness to the 
strange spectacle of these leading entre¬ 
preneurs being arraigned on the dock 
for the crime of having promoted too 
many industries too fast. It is clear 
that such attitudes, however remunera¬ 
tive they may be in the political sense, 
are hardly likely to be admired or re¬ 
spected in the community. 

Had the record of private enteiprise 
in prcjnoting industrialisation been 
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studied more objectively, the leading 
business houses would surely have re¬ 
ceived a wholly different kind of treat¬ 
ment. Their performance would have 
been studied in terms of the expansion 
of invest meiit it has brought about, the 
increase in employment it has created, 
the addition to the production of goods 
and services which it has effected, 
the foreign exchange it has saved by 
substituting domestic production foi 
imports and the foreign exchange it has 
earned by manufacturing more goods 
for export. To the Dutt committee, 
however, such criteria had not appealed 
at all. At no stage had this committee 
spared even a single thought to the 
positive or constructi\e aspects of the 
role of the leading business houses as 
entrepreneurs or pioneers of industrial 
expansion. A report so grossly angled 
is certainly not worth the paper it is 
written on so far as its unbalanced 
strictures on certain busine.ss houses 
arc coiKcrned. In any case, in the 
prevailing political atmosphere, when 
an Alice-in-Wonderland logic has come 
to dominate public affairs, it would 
be a waste of time to point out that, 
where the condemnatory passages of 
the report of the Dutt committee are 
concerned, ignorance seems to have 
taken over where prejudice had left 
off. 

UnforturuUely, it is not possible to 
ignore equally readily the recommenda¬ 
tions of the committee with regard to 
the government’s conduct of industrial 
legulalion in the future, the reason 
being that some of these proposals are 
V>regnani with mischief. After showing 
unexpected economic wisdom in suggest¬ 
ing that, where certain high-priority 
industries arc concerned, the 
issue of industrial licensing should 
he associated with a package of 
facilities needed for the licensed project 
seeing the light of day, Mr Dutt and his 
colleagues have chosen to go widely 
off the track. They have envisaged 
another area of industry where in¬ 
dustrial licensing is to be employed for 
the pill pose of reserving those indust- 
i ics to the medium or small-scale sector. 
We wonder whether the members of the 
Dutt committee are aware that this 
particular notion was mooted in 
the past under |hc more impressive 
auspices of Prof. Mahalanobis who 
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suggested the reservation of certain 
industries for the small-scale sector la 
his ‘*plan-framc” presented as a pre¬ 
liminary document for the formulation 
of the second five-year Plan. The pro- 
pos.i] was discussed at some length on 
that occasion but was abandoned 
finally a fact to which we owe such 
expansion as there has been in industry, 
particularly in the consumer goods 
sector over the last 15 years. In oui 
vicw% to resurrect this particular 
approach at the present time when the 
people require not only more consu¬ 
mer goods but demand them in ever- 
increasing variety oi degrees of sophisti¬ 
cation is a simple act of folly. It is a 
pity that all the lessons learnt by this 
country and its government in relation 
to the promotion of small-scale indust¬ 
ries during all the years since the Ford 
Foundation issued its famous report, 
which forms the basis of our promotional 
programme for the small-scale 
sector, have been lost on Mr Dutt and 
his colleagues. It is not by creating 
sheltered markets that the healthy de¬ 
velopment of small-scale industries jcan 
be secured. The emphasis should sure¬ 
ly be on the more positive promotional 
aspects, such as reduction of costs, 
improvement of technology or moder¬ 
nisation of marketing. But then we 
ought not to forget that industrial 
growth is not a subject in which the 
Dutt committee was greatly interested. 

Finally, there is the recommendation 
that 20 big business houses, listed by it, 
should be banned from an area of 
industiy which would, in other respects 
be free of licensing restrictions. Of all 
the suggestions of the Dutt committee, 
this clearly is the most blatantly politi¬ 
cally-motivated proposal. While its 
legality is open to doubt, there need 
be no questioning of its economic 
unwisdom. It is no advantage 
to the community to be arbitrarily 
deprived, in any area of its economy, 
of the entrepreneurial resources and 
the managerial skills of business houses 
which have met the test of*success. It 
is one thing to rule out undue jfiicilities 
or unfair business practices and it is 
quite a different thing to lay down the 
law that simply because a business 
house happens to violate some imaginary 
concept of permissible bigness, it sfaonld 
be kept out of a whole range of indust- 
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rics. But tten what eise is to be ex¬ 
pected of a committee which has braioen- 
ly advocated a strategy of government 
acquiring control of business in the 
private sector through the backdoor by 
taking authcKity for converting into 
equity capital the loans or other ad¬ 
vances made by government or semi- 
government institutions to certain 
enterprises? Once again, the com- 


THE REPLY given on July 23, 1969, 
by the Deputy Minister of Foreign 
Trade and Supply, Chowdhary Ram- 
Sewak, to a question in the Lok 
Sabha that “the implications of the 
British government’s decision in regard 
lo the introduction of a tariff on textile 
imports arc being assessed” is a classic 
instance of “Nero fiddling while Rome 
is burning”. It was nearly four 
months ago—on March 31, 1969, to 
be precise—that the British Textile 
Council published its report : “Cotton 
and Allied Textiles a Report on 
Present Performance and Future Pros¬ 
pects.” The TimeSy London, carried 
a report of the main recompiendations, 
as also a meaningful article by Sir 
Frank Kearton, chairman of Courtalds, 
one of the well-known British textile 
giants, and probably the very 
first to take note of the impli¬ 
cations to India’s textile exports of 
this report, was the Indian Cotton 
Mills’ Federation (ICMF). Following 
a press note issued on the subject on 
April 3, the IGMF also reproduced the 
article of Sir lYank in The TimeSy 
London, referred to above, in the 
April, 1969, issue of its monthly 
journal. If only the Government of 
India had taken the trouble to call for 
a copy of the report, it would not have 
been caught napping as it seems to 
be now, judging from the reply of the 
Deputy Minister for Foreign Trade in 
the Lok Sabha. 

Be that as it may, Britain's govern¬ 
ment has now given concrete evidence 
of its “will to see that the Lancashire 
textile industry has a fair opportunity 
to show its paces”, as Sir Frank and 
his textile friends in the UK. have 
been urging. Mr Anthony Gross- 
land, Resident of the UK Board 
of Trade, announced in the House of 


Jtiittec^s utter indifference ip economic 
growth is forcefully brought out. It 
docs not seem to worry Mr Dutt and his 
colleagues the least what effects such 
a policy may have cither on domestic 
capital or foicign investment. But, then, 
judging from its recent pronounce¬ 
ments or actions, the government too 
docs not seem to be unduly concerned 
about these matters. 


Commons some days ago that Britain 
would end the present system of free 
entry into the UK of Gommonwealth 
textiles and also impose on cotton 
textile imports from these countries a 
tariff of 6i per cent on yarn, 15 per cent 
on cloth and 171 per cent on garments, 
although previously the British govern¬ 
ment itself had opposed such a levy 
for very sound reasons, perhaps the 
soundest being that it would con¬ 
travene the Ottawa Treaty of 1932. 
Commonwealth countries must be 
thankful for small mercies; the British 
government has not accepted an even 
more extreme suggestion from one of 
the members of the committee - 
Mr Edmund Gartside — who wanted 
not only the introduction of tariff 
protection but also a continuation of 
the import quotas for another five years, 
but on a steadily declining basis so as 
to bring down imports from developing 
countries to 32 per cent of domestic 
consumption from (he present 40 per 
cent. 

As one of the important Common¬ 
wealth exporters of cotton textiles to 
the UK, India is vitally interested in 
this question, and as the one Oommon- 
wealth country that has always striven 
to be appreciatise cf the plight of the 
UK textile industry and also be of 
help to it, it feels badly let down. 
Now, what arc the facts? With a 
view to helping the UK cotton textile 
industry to stabilise itself, as far back 
as in 1957, that is long before the 
International Long-Term Agreement 
(ILTA) of 1962 was even thought of, 
India offered to and arrived at a volun¬ 
tary inter-industry agreement for regu¬ 
lating exports of cotton textiles to the 
UK. However, this Indo-UK arrange¬ 
ment came into force only in 1960, 
thanks to the time taken by Hong Kong 
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and Pakistan whose adherence to a 
similar arrangement was a precondition 
set by India for obvious reasons. In 
I960, regardless of the size of its indus¬ 
try and its previous trade with the UK, 
India agreed to a quota of 175 million 
sq. yds as compared with 168 million 
sq. yds of Hong Kong and 38 million 
sq. yds of Pakistan. This agreement 
was, of course, subject to review from 
time to time, and every review meant 
more and more restraints on India’s 
textile exports to the UK, besides a 
division of the quota into a large 
number of categories. Anyway, India’s 
quota was fixed in 1962 at 195 million 
sq. yds ai which level it stayed put for 
five long years (ill a growth rate of one 
per cent was permitted. As a result, 
the level has reached just 201 million 
sq. yds for 1968-69. Over the last 
decade, i.e.y from 1959 to 1969, it is 
interesting lo note here, imports into 
the UK of cotton piecegoods and made- 
up cotton goods went up from 627 
million sq. yds to 919 million sq. yds 
or a rise of 47 per cent, whereas India’s 
share of these imports went up to only 
15 per cent. (Total exports from India 
to the UK right from 1960 up-to-date, 
it may be noted in passing here, are 
less than the quantity of cloth imported 
by India from the UK in a single year, 
for a number of years, during the pre¬ 
war period). It is thus evident that, 
if increased textile imports have been 
adversely affecting the British textile 
industry, the blame rests not on India 
but elsewhere. 

The British Board of Trade proposal 
is bound to deal a big blow to India, 
despite the restrained growth of its 
exports to the UK to just 15 per cent 
of that country’s total textile imports 
from the de\ eloping countries, because 
India’s textile exports to the UK toda; 
(etch in foreign exchange a total of 
about Rs 250 million, and (he replace¬ 
ment of the existing quota arrangement 
by the tariff proposal would seriously 
impinge on this important source of 
foreign exchange earnings to India, 
which appears to be avoidable, after 
all. 

The complaint of Lancashire textile 
interests is (hat, in recent years, the 
textile market in the UK has been 
subject to severe competition from 
Hong Kong, India and Pakistan. 
According to the British Textile Coun- 


Britain Deals a Blow 
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ciPs report, imports of cot Ion yarn 
fabric and made-up goods in 1968 were 
ol (he order of 1,000 million sq. yds 
or some 5.1 per cent of home consump¬ 
tion. Of these, imports from all deve¬ 
loping countries were put at 40 per cent 
of the UK's domestic consumption, 
while those from the Commonwealth, 
which arc entering duty-free now, were 
31 per cent. The best way to prevent 
this competition, which is viewed as 
anything but fair or balanced by British 
textile interests, according to the latter, 
seems to be to follow the pattern of 
the EEC and the USA where the extent 
of penetration of textile imports from 
the developing countries has been 
only around 10 per cent in other 
weirds, subjecting all such imports to 
duty, restrictive use of the GATT's 
LTAs of 1962 and 1967 and also certain 
appropriate administrative arrange¬ 
ments to inhibit imports. 

In arrixing at the proposed levels of 
tariff, the British government is doubt¬ 
less influenced by the BTC’s view' that 
Far Eastern costs of production arc 
some 20-30 per cent below those of 
the UK and western Europe and that 
the purpose intended would be well 
served by levying a tariff on textile 
imports from these countries of about 
15-20 per cent, after taking into account 
the advantages accruing to the British 
textile industries from such factors as 
re-equipment, structural changes and 
higher shift working, among others. 
Now the rCMF contends that the cost 
comparison in the BTC’s report is 
unfair, inasmuch as it suffers from 
certain inaccuracies and defects. Quo¬ 
ting from the report itself, it cites the 
considered view' of Mr Gartside in his 
minute of dissent to the report, namely 
that '‘the report appears to be com¬ 
paring theoretical costs of overseas 
textile industries based on theoretical 
niiichine efficiencies and labour pro¬ 
ductivity with actual costs of the UK 
industry based on a period in 1967.” 
T he comparison ignores, for instance, 
it is pointed out, the freight and other 
charges amounting to over nine per cent 
in respect of cloth and a higher per¬ 
centage still in respect of yarn which 
Indian cotton textile goods have to 
pay before reaching the UK market. 

Perhaps the most telling part of the 
iCMF's detailed press note on the 
subject is that which seeks to convince 
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the British government that the UK 
textile industry docs not stand to gain 
by proposing a stiff tariff level and by 
dropping the present quota system. 
In the first place, the proposed duty 
will increase the cost to the UK buyer 
of a number of qualities not produced 
in Britain and, therefore, supplied by 
India. In regard to others, it is quite 
possible that other countries, EFTA 
countries (which will continue to enjoy 
duty-free entry) for example, in parti¬ 
cular Portugal, a country condemned by 
the whole world for its colonial policies, 
will displace India. In other words, 
the beneficiary is not going to be the 
home industry of the UK as contempla¬ 
ted. Another consequence of the propo¬ 
sed measure (abolition of quotas), it is 
said, will be fierce competition among 
textile exporters to the UK leading to 
severe price-cutting, a process which 
cannvU but harm the British textile 
industry itself. All these apart, the 
imposition of the tariff on imports of 
Indian cotton textiles into the UK 
would bcag iinst the guarantee provided 
for in the Indo-UK Trade Agreement 
of 1939, 

What is imperative now, therefore, 
is to try and drive home these points 
to Britain's governreient and not simply 
talk of arguing endlessly -also use¬ 
lessly -that the decision has been taken 
without consulting us, that Britain 


ONE OF the suggestions made to the 
iccent session of the AICC in Bangalore, 
by the Prime Minister, Mrs Irdira 
Gandhi, in the course of hei “stray 
thoughts rather hurriedly dictated*’, 
was that at least five per cent more of 
the resources of commercial banks 
should be invested in government 
securities. This is not the first time 
that such questionable wisdom as re¬ 
gards commercial banks' investments in 
government securities has been display¬ 
ed. It was also very much in evidence 
in 1962 when an amendment was effected 
to the Banking Companies Act. It will 
l>e recalled that, until then, commercial 
banks were required to keep only 20 
per cent of their aggregate liabilities 
in the fo.m of cash and approved un¬ 
encumbered securities, subject to sta¬ 
tutory requirements as regards cash 
balances. Cash balances with the Re- 
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has no unilateral right to erode the 
trading privileges enjoyed by countries 
of the Commonwealth, that the issue 
should be taken to the GATT, that 
• Britain should be made to pay com¬ 
pensation, or that India should cut 
off the tariff preference of 15 per 
cent enjoyed by British machi¬ 
nery in the Indian market. At the 
same time, Mr Crossland must be told 
in no uncertain terms that his offer 
to compensate India for any loss due 
to a fall in her textile exports to 
the UK at the time of considering 
India's general aid requirements in 
1972 is gratuitous, besides bein^ a dis¬ 
tinctly retrograde idea. Has he already 
forgotten the developed couiitrie.s' 
advice to and insistence on developing 
countries thinking in terms of trade 
and not aid? Or is the new policy of 
the British government vis-a-vis her 
partners in the Commonwealth one of 
trade when it suits the British interests 
and aid when it does not? Mr Cross- 
land and his colleagues in Britain 
would be well advised to drop the new 
policy proposals, if only because these 
proposals are not likely to help,the 
UK textile industry, which is what is 
sought to be achieved while, at the same 
time, tlicy are certain to inflict a deep, 
if not irreparable injury to the long¬ 
standing and smooth trade relations 
between India and Britain. 


serve Bank, as per the same amend¬ 
ment, were required to be maintained 
at a uniform rate of three per cent of 
total liabilities, instead of at two dif¬ 
ferent ratios, one for demand liabili¬ 
ties and another for time liabilities 
under the differential ratio system that 
obtained till then. Thanks to the 
amendment in question, the ratio was 
raised to 28 ner cent, out of which three 
per cent was to be in cash balances with 
the Reserve Bank and 25 per cent in 
cash or approved securities. The pure 
and simple intention underlying the 
amendment was to force commercial 
banks to take up more 'Hgovemment 
loans and thereby help the govern¬ 
ment’s boirowing programme. 

Even then, that is, seven years ago, 
the move was criticised by keen and 
objective students of public finance 


Not Much Left for Private Sector 
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as betraying a lamentable lack of under- 
•standing of the credit requirements of 
the private sector to fulfil the tasks set 
to it by the planners themselves in 
the third Plan. It was pointed out, 
for instance, that, while this might be 
one of the legitimate objectives of 
monetary policy, it could not be the 
only consideration, especially in a 
planned economy which postulates 
provision of adequate credit alike to 
the public and the private sectors. 
Pointing to the effects of the amendment 
on the likely availability of bank re¬ 
sources to the private sector, the argu¬ 
ments put forward in 1962 went on to 
-establish that, taking into consideration 
the relevant factors, v/c., the likely 
deposit resources of commercial banks 
and the approximate credit requirements 
of the private sector during the third 
Plan period, as against the Governor 
of the Reserve Bank's estimate of Rs 
600-700 crores, the likely growth in 
deposits would be around Rs 700 
crores, but that if allowances were made 
even for the liquidity ratio legally 
required to be maintained by them 
(and not foi the customary conserva¬ 
tism of commercial banks in providing 
a slightly higher margin), the net re¬ 
sources that could be made available 
to the private sector would fall short 
of their actual requirements by around 
Rs 100 crores. 

If this was the position in respect of 
the third Plan when the ratio of private 
sector investment to total investment 
was only 39-4 per cent, how is the 
private sector expected to manage 
when this percentage is required 
to reach nearly 45 (Rs 10,000 crores 
out of a total investment of Rs 22,252 
crores) during the fourth Plan peiiod? 

But this is not all. What is really 
intriguing is that such a suggestion 
should have emerged so soon after one 
got an impression of the fairly com¬ 
fortable position of the Government of 
India’s finances by the recent exhorta¬ 
tion of the Governor of the Reserve 
Bank to commercial banks that, in 
the 1969 current season, they need 
not invest their seasonal accrual of 
liquidity in three per cent 91 days’ 
treasury bills, 'but could diven it to 
eligible securities of land mortgage 
banics and similar regional devclopmejit 
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bodies. In order to offset any possible 
shortfall in subscriptions to the central 
government loans following this advice, 
presumably, the Reserve Bank Governor 
left no stone unturned to see that the 
Government of India's borrowing 
programme was oversubscribed. The 
Reserve Bank has been criticised in 
certain quarters foi having gone all 
out positively and substantially to 
contribute to the recent central govern¬ 
ment loans thus and helped to close 
the loans within houis of the list of 
opening on the first day itself to give 
ihe impression that the governmeni's 
borrowing progiamme was a resound¬ 
ing success. It has been suggested, for 
instance, that, even without waiting 
for a time to see if there was a shortfall 
and thereafter to make good any such 
shortfall, it almost began with a sizable 
contribution itself to ensure excess 
subscription. In the result, the govern¬ 
ment has been fortunate enough to 
net in as nett borrowing in 1969-70 a 
sum of Rs 140 crores, as against its 
budget exhortation of only Rs 106 
crores. 

It is perhaps also worthw'hile examin¬ 
ing the records of commercial banks’ 
investments since the 1962 amendment 
to the Banking Companies' Act. The 
attached table taken fiom the latest 
issue of the Reserve Bank’s Monthly 

Whither 

THE POLITICAL eiisis in Bihar has 
attracted considerable attention in the 
country but its impact on the state's 
economic development does not seem 
to be adequately appreciated. Even 
when Bihar had a stable administration 
until the general election of 1967, its 
economy did not progress fast; and the 
prospects of rapid growth in the coming 
months seem remote indeed because of 
chronic instability and its inevitable 
influence on administrative efliciency. 

How backward Bihar continues to be 
was indicated by Mr R.S. Pande in his 
presidential address to the 42nd annual 
general meeting of ihc Bihar Chamber 
of Commerce held in Patna a few weeks 
ago. He revealed that the total per 
capita income of the state on the basis 
of a thrcc-ycar average at current prices 
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Bulletin and brought up-to-date is 
revealing. 


Year Percent to aggregate deposits 



Cash 

and 

balances 

with 

Reserve 

Bank 

Invest- Total 
ments in 
govt 
securi¬ 
ties 

1962-63 

6*27 

30*55 

36-82 

1963-64 

6*76 

29*26 

36-02 

1964-65 

6*51 

27*93 

34*44 

1965-66 

5*94 

27*55 

33*49 

1966-67 

6 53 

25*97 

32*50 

1967-68 

5*86 

24*89 

30*75 

1968-69 

6*56 

24*24 

30- 80 

April 25, 




1969 

6*32 

23*72 

30*04 

July 11, 




1969 

6*68 

24*34 

31-02 


From the foregoing tabic, it is evident 
that the scheduled commercial banks 
have scrupulously and consistently been 
maintaining their liquidity ratio at much 
above the required limit. If the per¬ 
missible liquidity ratio is further raised 
as the Prime Minister wants and as the 
AICC also has endorsed, what would be 
the repercussions? More money would 
of course go into the hands of the go¬ 
vernment and the priority sectors than 
now, but then that would not leave 
enough funds with commercial banks 
for taking care of the requirements of 
the private sector. 

Bihar ? 

was 71 per cent of the national average 
and that it was the lowest among all 
the states. The contribution by in¬ 
dustry and mining in 1964-65 to the 
per capita income (at 1960-61 pi ices) 
was only 28 despite the stale’s 
immense mineral resources. Out of 
every lakh of population, only 440, or 
47 per cent of the national average, 
arc industrial workers employed in 
registered factories. The pci capita 
annual consumi tion of electricity at 
60 kwh in 1966-67 had declined to 91 
per cent of the national average from 
93 per cent a year before. There are 
only 25 kilometres of surfaced roads, 
45 pci cent of the all-India average, and 
10 kilometres of railway line for every 
one lakh of people. The ratio of rural- 
urban population is 91*6 : 8*4 against 
the all-India figure of 82 : 18 and 77 
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per cent ’of workers in the slate are 
engaged in agriculture against 69* 5 per 
cent for the countiy. 

These statistics, however, arc un¬ 
likely to instil in the political leaders 
of Bihar a sense of urgency in tackling 
its economic problems, for which 
strong and stable administration is 
indispensable. The article by Mr 
Ananthasayanam Ayyangar published 
in Eastern Econf^n'ist of April 18 about 
his experience as Governor of Bihar 
for five years shows that it is too much 
to expect any radical improvement in 
administrative efficiency in the immedi¬ 
ate future. But it is obvious that unless 
something is done to lestore a stable 
ministry and a sound administration, 
the economic development of Bihar and 
of the eastern region in general will 
hardly be able to show any rapid im¬ 
provement. 

Mr Pande in his presidential address 
made many constructive suggestions for 
quickening the pace of industiial de¬ 
velopment. He emphasised the im¬ 
perative need to develop the road 
system. Referring to the scope for new 
industries in Adityapur, he said that 


The feature *Books Briefly* which normally 
appears In the first issue of every month has 
been held over this time due to pressure on 
^pace and will be pubUshed in the issue dated 
August 8. 1969. 


commercial production by the roll 
foundry project of the Tata Yodogawa 
Co. Ltd, which was inaugurated on 
June 17, 1969, would start early in 1970 
but the narrow roads would not be able 
to take the load of numerous trucks 
operating between the steel works at 
Jamshedpur and the roll foundry. The 
high price of power is another handicap. 
The rate of Rs 10 per KVA per month 
as envisaged in the power tariff has 
caused great hardship to industries of a 
seasonal character. He said that the 
high-powdered team appointed by the 
government to study the diniculties of 
industries power should quickly 

and realistically assess the situation 
and recommend suitable solution. Mr 
Pande also stressed the need for ex¬ 
pediting the construction of the 
Ganga bridge for which the state's 
fourth Plan has allotted Rs 10 crores. 
Bui he felt that the bridge should be 
built at Patna rather than far away from 


it, which w'ould greatly reduce its use¬ 
fulness. 

Mr Pande endorsed the recommenda¬ 
tions of the Waochoo committee for 
providing fiscal and financial incentives 
for industries. The incentives are ; 

(1) Concessions for fixed assets, i.e., 
supply of developed plots, built-up 
accommodation, machinery, equipment, 
etc.; 

(2) grant of higher development re¬ 
bate to industries located in backward 
areas; 

(3) exemption from income-tax and 
corporate tax and excise duties for five 
years; 

(4) exemption from the payment of 
import duties: 

(5) exemption from sales tax, both on 
raw materials and finished pioducts, 
to units set up in specified backward 
areas for five years: 

(6) transport subsidy for five years; 
and 

(1) reorientation of lending policies 
of financial institutions so as to ensure 
the availability of finance on a preferen¬ 
tial basis and on concessional rate of 
interest to industries to be set up in 
backward areas. 

Mr Pande felt that these lecommen- 
dations should be considered as the 
“Magna Carta" of industrial develop¬ 
ment of Bihar. 

The President of the Bihar Chamber 
of Commerce also referred to the im¬ 
portance of agricultural development 
and stressed the need to develop proper 
storage facilities. He said that while 
rats had a grand feast of stored grains, 
human beings continued to be on 
compulsory fast. He disclosed that 


Tata Steel was going to put on the market 
shortly silos which would be “the safest 
storage facility at a reasonable price’*. 
There is hardly any food processing 
industry in Bihar and Mr Pande thought 
that it would be possible to put up a 
chain of food and fruit processing units 
all over the state, especially in north 
Bihar. This suggestion also deserves 
consideration since it does not require 
large capital or efforts to set up food 
processing units. Mr Pande advised 
the Bihar Chamber of Commerce to 
have an agricultural wing for helping 
thefarmei in impro> ing his productivity, 
providing him with necessary kno^-howr 
and guidance, helping in the establish¬ 
ment of a chain of service agencies^ 
pi emoting the growth of agriculture- 
based small-scale industries in rural 
areas, taking up the problems of agri¬ 
culture and seeking their solutions, and 
striving constantly for a much-needed 
harmony and cohesion between agricul¬ 
ture, trade and industry so that they 
function as complementary to one an¬ 
other in the common endeavour of the 
people for planned progress. 

But it is doubtful if the Bihar Cham¬ 
ber of Commerce (or any other chamber 
of commerce in India) has the trained 
staff and othei facilities that are re¬ 
quired to provide effective service to the 
agricultural sector. But, surely, it is 
lime that the Bihar Chamber (and the 
chambers in other states as well) made 
a serious beginning in this direction. 
All these efforts, however, will produce 
the desired results only when Bihar has 
been able to create a climate of confi¬ 
dence for the prospective entrepre¬ 
neurs. This will be possible only if the 
political leaders of Bihar sincerely de¬ 
cide to place the interests of the state 
above those of their own. 



Now, where shall 1 put the Kitchen? 




New power from Ennore will turn a tale of woe 
into a song of joy ! 


In Tamil Nadu, when monsoons fail 
it is a tale of woe cold in powcrcutt, 
byeffs and industrial stagnation. 

The 450 MW thermal plant at Ennore 
in North Madras, commissioned by 
the Tamil Nadu State Electricity 
Boards will spell a happy 
will create the power to launch 50,000 
new pump-sets every year, supply 
power to an expanding industrial 
belt, eliminate voiuge drops that 
plague the O'ty. 

The plant and its potential 

The Ennore Thermal Plant in its first 
stage consists of two 110 MW boilers 
and two 60 MW boilers. BHEL High 
Pressure Boiler Plant has supplied the 
60 MW boilers designed and built in 
its factory at TIruchi. The foreign 
exchange saved by the Tiruchi Plant 
will be Mound Rt. 66 million. Add to 
this the Ra,28 itoUlion worth tuxbinca 


supplied by the BHEL Hyderabad 
factory. 

The two ItO MW boilers have ^cn 
supplied by Czechoslovakia. Even 
here BHEL Tirachi’s contribution is 
worth Rs. 25 million. 

The fifth boiler of llO MW, estimated 
to cost about Rs. 53 million, will I- ’ 
designed and built by BHEL. 

In all, the Ennore Project Stage 1 i- 
worth Rs. 450 million, in whul- 
BHEL shares nearly Rs. 150 mill: 'n 
in boilers, turbines and ancilJi*!/ 
equipment. 

An investment that pays 

Other thermal power stations that 
will equip with BHEL high pressure 
boilers amounting to a value of over 
Rs. 600 million: Harduaganjr-Delhi- 
^darpur - Kothagudam - Obra. - 
Patratu-Narorup-Bhitinda. - 



When these projects go on steam by 
1971, the High Pressure Boiler Plaxtt 
at Tiruchi will have more than repaid 
the initial investment in it. More, it 
will contnbutc enormously to the 
national exchequer and earn foreign 
exchange by planting power projecta 
in International Markets. 

creating the power 
to prosper 

BHEL 

BHARAT HEAVY ELECTRICALS 
LIMITED 

High Pressure Boiler Plant, 
Tiruchirapalli 14. 
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These two Kodak business machines save 
Time, Space and Labour, cutting down 
costs and go a long way in increasing 
efficiency in any office. 



RECORDAK PORTIBLE HIGROFIUIER: 

Simple, portable, small as a typewriter, 
this machine saves’ hours of copying time 
and has a speedy operation. It accepts 
documents of any length and up to 12* 
wide. As many as 2,000 letters or 6,000 
cheques can be filmed on 100 ft of 16 mm 
microfilm. Added facility of simultaneous 
exposure is provided to make duplicate 
copies of irecords, 


VERIFAX WITNESS A3 COPIER MODEL 2: 

Here is a compact Improved model for 
large originals up to 14' x 18*. It makes 7 
permanent photographic copies in a 
minute on ordinary paper using 'Verifax 
Super-7 Matrix! The Witness also repro¬ 
duces ‘difficult’ originals like maps and 
bJue-prints with needle sharp fidelity using 
a Fine Line Matrix. For further details 
please call on us, or write to: 


Kodak 


Limited 


(lncorporac*4 in Enfland with Limitad Ll»billcy| 


Bombay • Calcutta • Delhi • Madras 
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MINIMUM WAGE : IN LAW AND LIFE 

G. RAGHAVA REDDY 


ACCORDING TO one authority, there 
is no fundamental difference in principle in 
fixing minimum hours of worker wages. ^ 
In our country, factory legislation has a 
long history whereas the state regulation 
’of minimum wages is comparatively new. 
However, no attempt is made here to review 
the working of factory legislation in terms 
of fixation of hours of work. The chief 
object of this article is to assess the working 
of minimum wage legislation with parti¬ 
cular reference to the norms of its deter¬ 
mination during the two decades of its 
operation in this country. Wage boards 
and industrial tribunals have been brought 
into focus in so far as they have relevance 
as agencies of minimum wage fixation. 

Rationale and Objectives 

It may not be out of place to start with 
a brief statement of the rationale and 
objectives of the regulation of minimum 
wages by the state. There arc several 
theories of wages. The marginal produc¬ 
tivity theory and the collective bargaining 
theory of wages are perhaps among the 
mo|e^ acceptable ones. However, they are 
based on certain assumptions which are 
not universally true. Perfect competition 
in the labour market and well-organised 
trade unionism, respectively, are the 
outstanding assumptions of these theories. 
The imperfect nature of the world’s labour 
market and the lack of or inadequate 
development of trade unionism are more 
real and true than their opposites especially 
in the developing economies of Asia, 
Africa and Latin America. Hence the 
justification for the statutory regulation 
of wages and other conditions of employ¬ 
ment in industry and agriculture.^ Among 
others, the wide prevalence of ignorance 
and illiteracy among the mass of workers, 
immobility of labour, contract labour, 
weak trade unionism, monopsony, unsound 
personnel policies and wage nibbling 
provide a prima facie case for the state 
regulation of minimum wages in India. 

The objectives of minimum wage regu¬ 
lation differ from country to country. 

In the UK, France, Canada, the USA 


and a good number of European countries 
the main objective was prevention of 
‘sweating- in unorganised industries and 
trades. The promotion of industrial 
peace has been the foremost aim 
of minimum wage legislation in New 
Zealand and Australia. The elimination 
of unfair competition among employers 
with regard to wages has been an important 
object in Portugal and Yugoslavia. Deve¬ 
lopment of trade unionism was yet another 
object of wage regulation in the UK, the 
USA, Latin America, New Zealand and 
Australia. However, the overriding 
objective of minimum wage regulation by 
the stale has been one of prevention of 
‘sweating’ and exploitation of labour in 
unorganised industries and trades and 
providing them a minimum wage below 
which no worker should be allowed to get. 
The Minimum Wages Act of India was 
designed to achieve these goals. The 
Minimum Wages Bill, 1946, inter alia, 
stated that “such provisions which exist 
in more advanced countries are even more 
necessary in India where workers’ organisa¬ 
tions are yet poorly developed and the 
workers’ bargaining power is consequently 
poor....The items in the schedule are 
those in vshich sweated labour is most 
prevalent and where there is a big 
chance of exploitation of labour.’’ The 
bill received the assent of the Governor 
General on March 15, 1948. 

The Scope 

The act extends to the whole of India 
except the State of Jammu and Kashmir 
and the Union Territories of Goa, Diu 
and Daman. 

The act lays down 13 categories of em¬ 
ployment, which were then considered to be 
‘sweated’ and detailed in Parts I and II of 
the Schedule (see Annexure I) to which it 
applies in the first instance. Section 27 of 
the act empowers the appropriate govern¬ 
ment to add more categories of employ¬ 
ment to the schedule, from time to time, 
in which it is necessary to give the pro¬ 
tection of the act. So far, 64 categories of 
employment/industrics have been added to 
the schedule by the appropriate govern- 
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ments (see Anndxure II>. The total number 
of employment categories covered Under 
the act comes to (13 plus 64) 77. Table I 
reveals that the largest number of additions 
was made to the schedule in the states of 
Kerala, Punjab and Haryana which were 
in this respect followed by Andhra Pradesh 
and Tamil Nadu. The Government of 
India has added three categories of em¬ 
ployment ; the Union Territory of Tripura 
has not added any . 

Furl her, employment categories which 
have more than 1,000 persons working ifi 
any .state only can be added to the schedule 
by the appropriate government. It is 
found that some states have not fixed 
minimum wages for certain employment.s 
in the original schedule, as the number of 
persons was less than 1000 in that employ¬ 
ment in that statc.^ This provision in the 
act seriously limits its utility in the un- 

T.able I 

EMPLOYMENTS ADDED BY THE 

APPROPRIATE GOVERNMENTS 


Government 

Number of 
employments 

Central government 

3 

Andhra Pradesh 

15 

Assam 

6 

Bihar 

11 

Gujarat 

10 

Haryana 

18 

Kerala 

18 

Madhya Pradesh 

8 

Tamil Nadu 

15 

Maharashtra 

13 

Mysore 

11 

Orissa 

14 

Punjab 

18 

Rajasthan 

7 

Uttar Pradesh 

6 

West Bengal 

8 

Delhi 

9 

Himachal Pradesh 

7 

(6 in erstwhile area of 

Punjab) 

Tripura 


Source : I. Vidyasagar Report, 1968, 


Pp. 27-28. 


2. Indian Labour Statistics, 
1968, p. 144. 

3. Seminar on Minimum Wages 
Legislation Papers (January 
3 and 4,1969), Govt, of India, 
Indian Institute of Labour 
Studies, New Delhi, Pp. 
15-22 (unpublished). 
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organised and scattered industries and 
employments. 

But the coverage of the act with reg^d 
to the type of workers is fairly wide. It 
covers all persons “employed for hire 
or reward to do any work, skilled or 
unskilled, manual or clerical in a 
scheduled employment; and includes 
an outworker to whom any articles or 
some materials are given out by another 
person to he made up, cleaned, washed, 
altered, ornamented, finished, repaired, 
adapted or otherwise processed for sale, 
for the purpose of trade or business of 
that person, where the process is to be 
carried out cither in the home of the out¬ 
worker or some other premises, not being 
premises under the control and manage¬ 
ment of that person and also includes an 
employee declared to be an employee by 
the appropriate government**. It also 
covers the different categories of workers 
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namely adults, adolescents, children and 
apprentices. The total number of workers 
in employments included in the schedule 
has been estimated to be about 31 million 
in agriculture and fbur million in others.^ 

Recurring Amendiiieiits 

The Minimum Wages Act, 1948, required 
the appropriate governments to fix mini¬ 
mum rates of wages within two and three 
years respectively, after the commencement 
of the act, in employments mentioned 
in Part 1 and Part II of the schedule. But 
as minimum wage fixation has not taken 
place in many employment categories in 
a good number of states, the act had to 
be amended in 1950 extending the time 
limit. It was further amended for the 
same reasons in 1951, J954 and 1957. 
Ultimately, the time limit for the fixation 
of minimum wages was given up by amend¬ 
ing section 3 of the act in 1961. Of the 
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77 employments covered under the act, 
minimum wages have been fixed in respect 
of 60 categories of employment by one or 
more appropriate governments by t^,^d 
of September 30, 1967.« In three states 
minimum wages have not been fixed In 
certain employment categories' which 
have been added to the schedule even 
before 1953. The situation is no good 
in the case of categories added between 
1954 and 1963 (Table II). It is seen from 
Table II that all the appropriate govern¬ 
ments except Gujarat, West Bengal, Delhi 
Administration and the Government of 
India have to fix minimum wages in several 
categories of employment. The govern¬ 
ments need not fix minimum wages if the 
number of workers employed in any one 
industry is less than 1,000 in a state under 
the act. But the laxity in the fixation of 
minimum wages in so many employments 


Tabi.I: II 

NUMBER OF EMPLOYMENTS FOR WHICH MINIMUM 
WAGF.S ARE YET TO BE FIXED 


Number of employments added to 



^kChedule for which 

wages are not 


yet fixed 



A ———___ _ 



.. 






Before Between 

After 

Total 


1953 1954 

1963 



and 
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Central government 


2 

2 

Andhra Pradesh 

2 8 


10 

Assam 

3 

2 

5 

Bihar 

1 

2 

3 

Gujarat 


4 

4 

Kerala 

5 

1 

6 

Tamil Nadu 

2 

5 

7 

Madhya Pradesh 

2 

1 

3 

Maharashtra 

1 

2 

3 

Mysore 

1 1 


2 

Orissa 

1 11 


12 

Punjab (including Haryana) 

1 

4 

5 

Rajasthan 

1 

1 

2 

Uttar Pradesh 

4 


4 

West Bengal 




Delhi 


2 

2 

Himachal Pradesh 

2 


2 

Total 

4 42 

26 

72 


Source : Computed from the Seminar on Minimum Wages Legis¬ 
lation papers (unpublished) January 3 and 4, 1969, 
Government of India, Indian Institute of Labour 
Studies, New Delhi, Pp. 15-22. 


Table III 

REVISION OF MINIMUM WAGES UP TO 
SEP1*EMBER 30, 1967 


Employments for which minimum 
wages fixed 


Appropriate government 



Before 

Not 

Between 

Not 

j 

1953 

revised 

1954-63 

revised 

Central Government 

5 

2 

2 


Andhra Pradesh 

10 

6 

3 


Assam 

4 

1 

4 

2 

Bihar 

14 

9 

5 

5 

Gujarat 

8 

3 

3 


Kerala 

9 


10 

4 

Madhya Pradesh 

12 


3 

2 

Tamil Nadu 

11 


7 

6 

Maharashtra 

11 

1 

4 


Mysore 

12 

4 

7 

5 

Orissa 

5 


2 


Punjab (including Haryana) 

11 

.. 

10 

6 

Rajasthan 

12 

I 

3 

1 

Uttar Pradesh 

11 

1 

1 


West Bengal 

10 

1 

3 

3 

Delhi 

10 

1 

1 

1 

Himachal Pradesh 

1 


3 


Tripura 

3 

1 


•• 

Total 

159 

31 

71 

35 

Motes : 1. Parts of states covered i 

arc treated as covered. 


2. Employments dropped from the schedule subsequent 
to the wage fixation arc also included. 

Sources ; Computed from : 1. Vidyasagar Report, 1968, Pp. 101- 

154. 

2. Indian Labour Statistics, 1968, 
Pp. 94- 143. 
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in so many states cannot be accounted for 
by this provision in the act. 

There are other causes for this state of 
affairs. They are chiefly associated with 
the constitution of machinery and pro* 
cedures in the fixation of minimum wages.® 
Whatever may be the causes, it goes with¬ 
out saying that the addition of employment 
categories to the schedule by the appro¬ 
priate governments is useless if minimum 
wages are not fixed for them. 

The Coverage 

“The term ‘wage structure’ covers on 
the one hand the pattern of wage differen¬ 
tials among occupations, types of wage 
earner, firms, industries and regions and, 
on the other hand, the various compone¬ 
nts of wage earnings.”'^ It is proposed to 
cover here the range of minimum 
wage differentials in different industries 
brought under the scope of the act in 
different states and the compoiioiils of 
wages fixed under the act. Under sec¬ 
tion 3 of the act, minimum rale of wage 
may consist of. 

(/■) A basic rate of wages and a special 
allowance at a rale to be adjusted, at such 
intervals and in such a manner as the 
appropriate government may direct to 
accord as nearly as practicable with the 
variation in the cost of living index appli¬ 
cable to such worker; 

(/i) a basic rate of wages with or with¬ 
out the cost of living allowance and the 
cash value of the concessions in respect of 
supplies of essential commodities at 
concessional rales; or 

(fii) an all-inclusive rale allowing for 
the basic rate the cost of living allowance 
and the cash value of concessions; if any. 

In almost all the cases of wage fixation 
the last category has been adopted and 
consequently the need for the revision of 
the rates of minimum wages arose and it 
has been provided later in the act itself. 
But as is seen from Tabic III the progress 
in that direction is not satisfactory. Conse¬ 
quently, the range of wage differentials 
between the different industries in the 
different states and between the states has 
not been reduced (Table IV). Tliere 
are glaring differences in the wages of the 
lowest paid unskilled workers in different 
states. Their rates of wages vary between 
62 paise and Rs 5 per day, Tnter-industry 
and intra-industry wage differentials of 
a glaring nature also persist.® Instead of a 
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rational minimum wage structure, a chaotic 
wage structure is merging on account of 
the ineffective operation of the act in the 
revision of wage rates. 

The Minimum Wages Act provides for 
the revision of the minimum rates of wages 
fixed at least once in five years. But the 
progress in the revision of minimum wages 
fixed under the act is not satisfactory. 
Out of 159 cases of wage fixation before 
1953 in different employments, wage 
revision has not taken place in 31 cases. 
Thus, in about 20 per cent of the cases 
there was no revision during the last 
15 ye4irs. In the case of fixation of mini¬ 
mum wages between 1954 and 1963, 
revision awaits in 50 per cent of the cases 
(Table JII). As is seen from this table the 
position varies from state to stale. In 
the case of the construction industry it was 
recently pointed out that “in many cases, 
the minimum wages so notified have 
become outdated and the wages that have 
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been paid actually to attract workers are 
substantially higher than the notified 
minimum rates... ft is, therefore, necessary 
that the minimum wages fixed under the 
act are revised at more frequent intervals 
than the five-year interval prescribed at 
present’*.® 

Section 5 of the Minimum Wages Act 
empowers the appropriate government 
0) to appoint as many committees or sub¬ 
committees as it considers necessary to 
hold enquiries and advise it in respect 
of such fixation or revision as the case may 
be or (//) publish its proposals in the 
official fiazettc, for the information of 
persons likely to be affected thereby and 
specify a date, not less than two months 
from the date of notification, on which 
proposals will be taken into consideration. 
Both procedures have been followed by 
the governments in practice. For the 
purpose of co-ordinating the work of com¬ 
mittees and siib-committccs, the appro- 


Table IV 


RANC.K OF MINIMUM WAGES AS ON SEPJ'EMBER 30, 1967 


A PI tropriatc Govei n meats 

Range of 
per 

Minimum 

Minimum wages 
day (in Rs) 

Maximum 

Central Government 

0.81 

3.00 

Andhra Pradesh 

1.00 

5.00 

Assam 

1.50 

3.25 

Bihar 

1.00 

2.37 

Gujarat 

0.75 

.1.00 

Haryana 

1.25 

2.80 

Kerala 

0.90 

1.7500 

Tamil Nadu 

0.62 

2.20 

Madhya Pradesh 

0.90 

1.75 

Maharashtra 

0.62 

.1.65 

Mysore 

0.75 

2.50 

Orissa 

0.75 

2.00 

Punjab 

1.25 

2.80 

Rajasthan 

1.50 

2.31 

Uttar Pradesh 

1.00 

2,77 

West Bengal 

1.12 

2.69 

Delhi 

1.50 

3.15 

Himachal Pradesh 

1.00 

2.75 

Tripura 

1.12 

2.00(6) 


(rt) Excluding dearness allowances. 

(J?) Plus existing perquisites. 

Source : Indian Labour Statistics, 1968, p. 144. 
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priatc govcrnmciils arc authorised under 
section 7 of the act to appoint an advisory 
hoard. For the purpose of advising the 
central and state governments in matters 
of fixation and revision of minimum rates 
of wages and other matters under the act 
and for co-ordinating the vvoi k of advisory 
boards, the central government has been 
empowered under section 8 of the act to 
appoint a central advisory board. In 
almost all the states, advisory boards have 
been constituted and the central govern¬ 
ment has constituted the central advisory 
board and they are functioning. The 
committees, sub-committees and advisory 
boards are all tripartite bodies consisting 
of an equal number of the representatives 
of employers and employees in the scheduled 
categories ofemploymcnt, and independent 
persons not exceeding one-third of the total 
number of members; one of the 
“independent” members is appointed as 
the chairman. 

‘ Principle of Fair Wage 

For some of the industries brought 
under the coverage of the act, wage boards 
have been appointed. They arc (I) planta¬ 
tions (coffee, tea and rubber); (2) public 
motor transport; (3) leather manufac¬ 
tories; (4) ports and docks; (5) cement 
and (6) textiles. It is well-known that 
the central wage boards have been asked 
to work out a wage structure based on the 
principles of fair wages taking into consi¬ 
deration the needs and capacity of the 
industry, labour and the requirements of 
social justice, among other things. The 
wage boards arc merely recommendatory 
bodies. They do not have any legal basis 
as in the UK or Australia. They are ad 
hoc and tripartite bodies composed of the 
representatives of employers, employees 
and independent members. The chairman 
is usually an outstanding independent 
member. The wage boards for the coffee, 
tea and rubber plantations have submitted 
their recommendations and they are being 
implemented. The cement and textile 
(cotton) wage boards (second) and motor 
transport board have also submitted their 
final recommendations and they are either 
being examined by the government or arc 
being implemented. The other industries 
under wage boards have so far been 
governed only with interim recommen¬ 
dations. 

While the Minimum Wages Act provides 
for the constitution of wage fixing machi- 
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ncry, at different levels, it is silent on the 
concept of ^minimum wage.’ Nowhere in 
the act is to be found a definition of iho 
‘basic wage’ or its content. Thus, there 
is no guidance from the act for the 
wage-fixing authorities and this is 
one of the important shortcomings of 
the act. This is not the ease in other 
countries where there is legislative direction 
regarding the basis to be adopted in fixing 
minimum wages.^^ As a result of the 
lack of cicar-cut principles stated explicitly 
in the act or ciscw'here a bewildering variety 
of minimum wage rales have been fixed 
for different industries in a slate or for the 
same employment in different states. 

The minimum wage-fixing committees 
appointed by the appropriate governments 
have considered, among others, such 
factors as the needs of workers, prevailing 
wage rates, cost of living, nature of work, 
si^^e of family and paying capacity of the 
industry.!* With regard to cost of living, 
most of the states have been divided into 
regions either on the basis of population 
or industrial development. Several com¬ 
mittees adopted three consumption units 
as the si/c of the family in determining 
minimum wages. 

Different Approaches 

But with regard to factors such as ‘the 
needs of workers’ different approaches 
have been adopted. The minimum wage 
committees appointed by the then govern¬ 
ment of Bombay adopted the cost of 
‘minimum subsistence* whereas the com¬ 
mittees in Tamil Nadu and the committee 
for employment in tile industry in Kerala 
adopted a ‘subsistence plus level’, fn 
Orissa and Puiyab, the committees fol¬ 
lowed the recommendations of fifteenth 
session of the Indian Labour Conference, 
which evolved the concept of ‘need-based 
wage*. In West Bengal the committees 
followed the report of the Committee on 
Fair Wagcs.^^ 

Article 43 of the Directive Principles 
of State Policy embodied in our Constitu¬ 
tion says that the state shall endeavour 
to secure to all workers, inter aiUi a living 
wage. As Prof. J. H. Richardson pointed 
out, “payment of a ‘Jiving wage’ might be 
expected to be one of the most powerful 
of social pressures”.'^ It is based on 
ethical and social considerations and is 
dynamic in character. The report of the 
Committee on Fair Wages, 1949, felt that 
‘living wage* is the goal to be attained 
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while ‘fair wage* is a range of Which the 
beginning is the ‘minimum wage* in India. 
In a recent seminar on labour policy 
it was indicated that the monetary equiva¬ 
lent of a living wage in 1968 might bo in 
the neighbourhood of Rs 1,000 for an 
industrial worker in a city such as^ 
Bombay.i^ A norm of this order could 
only be a distant goal. 

The payment of fair wages to labour 
was one of the cardinal recommendations 
of the Industrial Truce Resolution of 1947 
and the statement on Industrial Policy in 
1948. The constitution of the tripartite 
committee on fair w'liges and'its report 
followed subsequently. This report out¬ 
lined three stages in the process of the 
evolution of wage policy based upon the 
needs of workers and the capacity of the 
employer. In the process of the evolution 
of fair wages, ‘minimum wage’ constitutes 
the bottom limit and ‘living wage’ the tar¬ 
get. The Industrial Policy Resolution, 
1956, inter alia, recommended the payment 
of fair wages. The Labour Appellate Tri¬ 
bunal, in the Buckingham and Carnatic 
Mills’ case, accepted the concept of fail- 
wage and the factors that have to E>c taken 
into consideration in fixing fair wages. 
Later on several decisions of the industrial 
tribunals and the Supreme Court were 
influenced by this principle. The central 
wage boards have been asked to work out 
a wage structure based on the principle 
of fair wages as set forth in the report of 
the Committee on Fair Wages. The 
general approach of all the boards in this 
regard has been first to set the floor, i.e., 
the wage of the least skilled worker and 
then to build the structure over iti 

Dynamic Concept 

“The minimum wage must provide 
not merely for the bare sustenance of 
life but for the preservation of the efficiency 
of the worker by providing for some 
measure of education, medical require¬ 
ments and amenities”!® Like the ‘living 
wage’ and the ‘fair wage* concepts, the 
concept of ‘minimum wage’ is also essen¬ 
tially dynamic and fluid in character. 
Recent developments in social philosophy, 
labour welfare and economic policy postu¬ 
late that an industry has no right to exist 
if it fails to pay the ‘minimum wage* to its 
workers. The Labour Appellate Tribunal 
and the Supreme Court decided in several 
cases in favour of payment of minimum 
wa^ irrespective of the capacity of the 
industry to pay.^7 But as regards the 
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•content of the minimum wage the picture 
is not clear even today for the wage fixing 
authorities and atljudicating bodies. In 
the absence of any definition of the term 
^minimum wages* in the Minimum Wages 
Act, 1948, the committees appointed 
under the act have taken the definition as 
given by the Fair Wages Committee and 
for quantitative requirements these were 
guided by the recommendations of the 
fifteenth session of the Indian Labour 
Conference held in July 1957.18 

f^eed-Based Wage 

The Tripartite Labour Conference 
{July 1957) laid down that minimum 
wages must be need-based and must ensure 
the minimum needs of workmen irrespec¬ 
tive of other considerations. To calculate 
the minimum wage it recommended the 
following formulae : 

(i) The standard of working class 
family should be taken to consist of three 
consumption units for one earner, the 
earnings of women, children and adoles¬ 
cents should be disregarded; 

(//) minimum food requirements should 
be calculated on the basis of a net intake 
of 2,700 calories as recommended by 
Dr. Aykroyd for an average' Indian adult 
of moderate activity; 

(///) clothing requirements should be 
estimated at per capita consumption of 
18 yards per annum which would give for 
the average worker’s family of four a 
total of 72 yards; 

(iv) in respect of housing the norms 
should be the minimum rent charged by 
goygrpment in any area for houses pro¬ 
vided under the subsidised industrial 
housing scheme for low-incomc groups; 
and 

(v) fuel, lighting and other ‘miscel¬ 
laneous* items of expenditure should 
constitute 20 per cent of the total minimum 
wage. 

In principle, almost all the wage-fixing 
agencies including the wage boards have 
accepted the minimum wage to be need- 
based as enunciated in the formulae of 
the conference. In practice, they have 
found it difficult to give effect to the for¬ 
mulae in the existing conditions of the 
different industries and trades. The posi¬ 
tion has been succinctly put forward in the 
report of the central wage board for iron 
ore mines, 1967, as follows.^® 

**Tho various wage boards which have 
already submitted their reports and the 
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second Central Pay Commission have taken 
due cognizance of the ne^-based wage 
resolution; but none of them, without 
exception, has been able to make a straight 
mathematical assessment of the wage due 
by converting the norms into monetary 
terms and recommend it as the minimum 
or need-based wage. It appears that these 
wage-fixing authorities have generally 
accepted the formula in principle and 
departed from it in actual practice when 
the question of its implementation came... 
Most of the industries in the country arc 
not yet in a position to pay a wage which 
would satisfy the norms prescribed for 
the calculation of the need-based wage”. 

The wage boards, which attempted to 
fix need-based minimum wage, namely, 
for the cement (first) and the iron and 
steel industry, have calculated the food 
component on the basis of improved diet 
and not on the diet prescribed by Mr 
Aykroyd. Recently, a sub-committec of 
the National Nutrition Advisory Committee 
(NNAC) has recommended ‘diet schedules* 
for different regions on the basis of which 
need-based wage can be worked out. 

Diet Schedule 

According to Dr Fonseca, the minimum 
need-based wage at 1967 prices calculated 
on the basis of the “diet schedule” of 
NNAC varies between Rs 175.48 and 
Rs 274.35 in the eastern zone, Rs 152.39 
and Rs 236.99 in the southern zone, 
Rs 177.14 and Rs 234.85 in the western 
zone, Rs 184.30 and Rs 209.31 in the 
central zone, Rs 180.91 and Rs 216.20 
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in the north-western zone and R$ 177.99 
and Rs 236.22 in the northern zone 
of our country, respectively.^o 

For the country as a whole the range of 
minimum need-based wage falls between 
Rs 152.39 and Rs 274.35 at 1967 prices. 
But the existing range of minimum wage 
varies between 62 paisc and Rs 5 per day 
as is seen from Table VI. Therefore, there 
is a big gi^f between the minimum wages 
prevalent and the need-based wage. In 
the present conditions the gulf can be 
reduced but not bridged. 

Post-Independence Movement 

State regulation of minimum wages is 
essentially a post-Independence movement 
in India. The foremost objectives of mini¬ 
mum wage regulation are prevention of 
sweating, elimination of unfair competition 
among employers with regard to wages 
and promotion of organisation among 
workers and peace in industry. The Mini¬ 
mum Wages Act covers all types of workers 
in 77 unorganised industries and trades 
today. Minimum wages have been fixed 
by one or more appropriate governments 
for 60 employments by the end of Sep¬ 
tember 1967. The progress in the matter 
of wage revision is considerably lacking 
in some states as they have not revised 
the wages fixed even before 1953 and in 
50 per cent of the cases wage revision is 
due if not overdue. This has resulted in 
perpetuating the chaotic wage structure. 
The machinery for the fixation and revi.sion 
of minimum wages is not guided by clear- 
cut principles in its work and hence (he 
confusion in its operations. This, in no 
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small measure, contributes to delays as 

well. 
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dal mills; (3) Tobacco (including bid! mak¬ 
ing) manufactory; (4) Plantations; (5) Oil 
mills; (6) Local authority: (7) Road cons¬ 
truction or in building operations; (8) Stone 
breaking or stone crushing; (9) Lac manu¬ 
factory; (10) Mica works; (II) Public 
motor transport; and (12) Tanneries and 
leather manufactory. Part II. (1) Agricul¬ 
ture 


Source : Minimum Wages 1958, Labour 
Bureau Government of India, 
1960, p. 4. 

ANNEXURE 11 

INDCSTRIES/EMPLOYMENTS ADDED 

TO THE SCHEDULE BY THE AP¬ 
PROPRIATE GOVERNMENTS 

industries!Employments added by the 
central go vernment : (1) Gypsum, ba ryics 
and bauxite mines; (2) Manganese mines 
and (3) Maintenance of building and 
construction and maintenance of run-ways. 

Other appropriate governments: (4) 
Wooden furniture and manufacturing 
establishments ; (5) Hotel, restaurants 

and eating houses; (6) Cinema industry; 
(7) Toddy selling, including tapping and 
conveyance; (8) Automobile engineering 
workshops; (9) Agricultuial instruments 
and machine tools etc; (10) Salt pans; 
(11) Metal foundries; (12) Commercial 
handling; (13) Steamer ghat; (14) Engi¬ 
neering; (15); Plywood; (16) Bricks and 
tiles manufactories; (17) Dam construction 
and irrigation; (18) Cold storage; (19) 
Silk industry; (20) Forestry and timbering 


etc; (21) Printing or similar works; 

(22) Shops and commercial establishments; 

(23) Powerlooms; (24) Tobacco processing 
establishments; (25) Match industry; 
(26) Coir industry; (27) Cardamom planta¬ 
tions; (28) Banks; (29) Handlooms; (30) 
Water transport or motor boat transport; 
(31) Minor ports; (32) Cement; (33) Glass 
works; (34) Potteries, ceramics and re¬ 
fractory industry; (35) Lime works; (36) 
Saw mills; (37) Cotton ginning and pressing; 
(38) Hosiery manufactory; (39) Cotton 
waste; (40) Laundries and washing clothes; 
(41); Rubber manufactories; (42) Paper 
and paper board industry; (43) Chemicals 
and distillery industry; (44) Ayuiwedic 
and unani pharmacies; (45) Electroplating; 
(46) Gota Kinari industry; (47) Bone mills; 
(48) Chakki mills; (49) Tailoring; (50> 
Jute building; (51) Jari industry; (52) 
Sagu; (53) Plastic; (54) Private motor 
transport; (55) Scientific industry; (56) 
Textile industry; (57) Metal rolling and 
Rerolling industry; (58) Brass, copper, 
aluminium utensils making industry ; 
(59) Wool cleaning and boiling; (60) Soap 
.Slone quarries; (61) Metal industry; 
(62) Glass bangle making industry; (63) 
Gudakah industry; (64) Cashew indusefy. 

Source : 1. Vidyasagar Report, 1968, 

Pp. 46-47. 

2. Seminar on Minimum Wages 
Legislation Papers (January 
3 and 4, 1969), Indian 
Institute of Labour Studies, 
New Delhi, Pp. 15-22 (un¬ 
published). 
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ANNEXUREI 

EMPLOYMENTS INCLUDED IN THE 
SCHEDULE 

Part I. Woollen carpet making or shawl 

weaving establishments; (2) Rice, flour or 


WHILE HISTORICALLY disbursement 
of economic assistance from an affluent to 
the relatively poor countries is quite old, 
in the present century it was probably the 
successful implementation of the Marshal! 
Plan that encouraged dc,eloped nations 
to continue their aid operations in the 
newly emerging but poor countries in Asia, 
Africa and Latin America. The countries 
were desperately short of capital and 
technical know-how' and could not exploit 
tlicir abundant natural resources. Further, 
with the three-fourths of humanity living 
in absolute poverty informed and aware 
of affluence, it would not have been possible 
to maintain world peace, after the devasta¬ 
ting World War II. As someone put it 
“poverty anywhere is danger to prosperity 


everywhere”. The United Nations 
General Assembly was thus prompted in 
1962 to recommend through Resolution 
17ID-XIV that the advanced countries agree 
to part with one per cent of their national 
income to meet the needs of developing 
countries and with it followed what is 
called the * United Nations Development 
Decade 1960-70*. Specific objectives set for 
the Development Decade were : attain¬ 
ment by each of the developing country 
substantial growth rate of at least 

five per cent per annum by the end of 
the Decade; attainment of the growth 
rate of 4 to 4,5 per cent per annum in agri¬ 
culture and an increase in the manufac* 
luring output by 13 per cent. It was fur¬ 
ther hoped that to achieve the above 
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goal thft developed nations would ensure 
outflow of capital to the extent of one 
per ceat of their combined national in¬ 
come recommended by the United Nations. 

I be Response 

While income during the decade has 
appreciably risen in almost all the deve¬ 
loped countries, the outflow of ctipital 
has generally remained stagnant at and 
around $8 billion a year. With the outflow 
remaining stagnant, and of Jate even 
declining, and their income continuously 
rising, the percentage of outflow has steadily 
been falling from the highest attained in 
1961 of 0.82 per cent to about 0.50 per cent 
in 1967-68, thus disappointing all those who 
expected the decade to be a turning point 
in the economic growth of the developing 
nations. Mr George Wood, till recently 
President of the World Bank, expressing 
his concern over the performance of the 
developed nations in one of his lectures 
delivered before rhe Columbia University, 
said thus: “Six years ago, the official net 
flow of financial resources from the indus¬ 
trialized countries reached a level of 
$6 billion a year. Today after six years of 
unprecedented prosperity in the donar 
countries the figure is abput the same. 
Of the $200 billion, by which the production 
of industrialised countries has grown, 
none has been put at the disposal of deve¬ 
loping countries through the programme 
of economic development assistance". 

Phenomenal Increase 

According to another estimate, while 
national income of the coun*rics coming 
under OHCD group including the United 
States, has risen by some $60 billion a year, 
that of the United States alone has been 
growing by between 5 and 6 per cent, 
thereby adding annually over $40 billion 
to the GNP, almost as much as the entire 
GNP of India or Africa. That much of 
these enormous resources are spent on de¬ 
fence by the advanced countries shows that 
disappointing outflow of capita! at about 
half the targeted one per cent of national 
income is not due to lack of capacity but 
the will to finance the developmental needs 
of the developing countries. 

Even the existing quantum might have 
produced results had the aid been given in 
the spirit of aid. The so-called humani¬ 
tarian purpose was overpowered, in the 
course of time, with commercial purposes 
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by the introduction of such devices as 
higher rates of Interest, shorter maturities, 
tied aid and transportation of aided goods 
in the flagships of donar countries with the 
result that real worth of aid came down to 
a still lower quantum. Thus interest charges 
and repayments alone started taking 
almost onc-fourth of the committed aid 
as w'ell as export earnings. Through the 
device of tied aid, the developed countries 
further compelled recipients to compul¬ 
sorily purchase goods from the donar 
countries at rates higher by 10 to 30 per¬ 
cent when compared to rates obtaining 
in the open market. It was calculated by 
one of the ECAFE studies for Pakistan 
that tying of aid reduced the net aid by 
nearly 30 per cent. Again, compulsion 
that aid goods should invariably be trans¬ 
ported in the donar’s flagship, as in the 
case of US aid, further reduced the net 
quantum. 

Insignificant Aid 

It will be clear from the above analysis 
that the outflow of aid is not even half of 
the targeted one per cent set by the Uni¬ 
ted Nations. At the most it may come to 
something like 0.25 per cent of the national 
income of the developed economies which 
when seen in the light of increasing affluence 
apt'iears to he rcdiciiliHis. 

It may be noted thai under the Marshall 
Plan more than 01) per cent of aid 
was given in the form ot non-refundabic 
grants. Earlier still, a loan of S 5 million 
which the laic Lord Keynes secured for 
UK at 2 per cent Interest rate, was repayable 
in 50 annual instalmciits with the facility, 
through what is known as the ‘Risque' 
clause of getting Mic interest payment 


Jt is now well rccogni/cd that in very recent 
years the international power relationship 
has undergone such profound changes as 
have immediate and direct bearings on the 
organization of world security and force a 
fundamental strategic rc-alignmcnt throughout 
the world. Thus some have urged that the 
British Commonwealth should be more firmly 
knit together, possibly with an Imperial 
secretariat, while others have urged that Britain 
should have a close alliance with the United 
States or alternatively, as Field Marshal Smuts 
suggests, with the “European fringe'’. The 
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waived in a year when the UK is in 
balance of payment dHflculties. 

Aggmvator of Misery 

The difficulties at this juncture with the 
developing countries when much of spade 
work has been done in the form of deve¬ 
loping infrastructure and social overheads, 
should not be aggravated further lest they 
give up the hope of building their economics 
or eradicating their time old poverty. 
TTic developed countries therefore should 
not step back from the commitment they 
have already made in the World Council 
of contributing one per cent of their national 
incomes especially when the same is bound 
to be reinvested in the developed countries 
themselves thereby indirectly enriching 
them further. The developed countries 
should besides withdraw all strings attached 
to such aid which, while it maybe insignifi¬ 
cant sacrifice for them, could materially 
help the living standards of the developing 
countries. To relieve developing econo¬ 
mics of the unbearable debt burden, the 
developed countries should also write off 
all the outstanding interest charges, es¬ 
pecially those which have accumulated 
by charging commercial rales well above 
2.5 per cent with maturities of less 
than 20 years. Above all, they should 
agree to accept repayment in recipient’s 
currency as is already being done by 
the cast Furopean countries including 
the Soviet Union. 

With such a change of approach and 
with infrastructure and social overheads 
having already been built, it may bo possi¬ 
ble to achieve much better results in half 
the time than was achieved during the last 
DcNclopmcnl Decade. 


latent proposal for a strategical rc-alignment 
comes from Mr Walter Lippmann. Starting 
with the dictum that a universal society can 
only be built up from existing national States 
and historic communities, he suggests a world 
organization on the basis of four strategic re¬ 
gional orbits, with an alliance between the 
United States, Britain, Russia and China as a 
nucleus around which order can be organized. 
Mr Walter Lippmann’s orbits are grouped 
around Russia, China, “a possible Hindu and/ 
or Muslim world" and “an Atlantic commu¬ 
nity." 
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Bank Nationalisation to the Fore 

OUR PARLIAMENTARY CORRESPONDENT 


NLW DELHI, Sutunhy. 

AFTER THE promulgation of an ordi¬ 
nance nationalising 14 conuTiercial banks in 
the country (each with deposits over Rs 50 
•rorcs) on last Saturday—barely 37 hours 
prior to the opening of the monsoon 
session of Parliament—it could be expected 
that the bank nationalisation issue would 
dominate the proceedings of the two 
Houses in the initial stages. Indeed it did 
so practically throughout this week, even 
though the operation of the ordinance 
had been stayed by the Supreme Court on 
Tuesday after a preliminary hearing on 
the writ petitions filed by two mcmbcis 
of the Lok Sabha Mr M. R. Masani 
(Swat.) and Mr Balraj Madhok ( JS) and a 
director, shareholder and depositor of some 
banFs, Dr R. C. Cooper. Granting the inte¬ 
rim slay, the Supreme Court had restrained 
the government from exercising, till August 
11 (when the writ petitions come up for 
detailed hearing ), the powers under the 
ordinance to remove the chairmen of the 
nationalised banks who had become their 
custodians after nationalisation, to appoint 
advisory boards and to is.suc directives to 
banks wJiich might be inconsistent with the 
provisions of the Banking Laws (Amend¬ 
ment) Act, 1968. 

Shortlived Satisfaction 

The satisfaction derived by the oppo¬ 
nents of the ordinance from the grant of 
the stay order by the Supreme Court, 
howcvei, proved only short-lived. Consider¬ 
ing that the stay order did not affect nation¬ 
alisation as such, the government yesterday 
brought before the Lower House the Bank¬ 
ing Companies (Acquisition and Transfer 
of Undertakings) Bill. 

The introduction of the bill was stoutly 
opposed by the Swatantra and the Jana 
Snngh members both on the ground of 
propriety and on account of substance. 
They argued that the essential procedural 
and other requirements for the introduc¬ 
tion of a bill had not been complied with 
while introducing this bill. They further 
felt that besides violating the fundamental 
rights guaranteed under the Consti¬ 


tution, it would have disastrous effects 
on the economy. 

Spearheading the attack on behalf of the 
Swatantra Party, Mr Masani described the 
nationalisation of banks as a first step to¬ 
wards the establishment of dictatorship in 
the country. He wained the Prime Minis¬ 
ter to desist from taking up the path 
followed earlier by Dr Kwame Nkrumah 
of Ghana and Dr Soekarno of Indonesia, 
lest she should also share their fate. This 
misgiving, of course, was discounted by 
the Jana Sangh spokesman, Mr A. B. 
Vajpayee, who expressed the view that the 
spiiit of democracy was too deep-rooted in 
the country to stand any dictator. 

Politically Motivated 

Both Mr Masani and Mr Vajpayee, how¬ 
ever, stressed that nationalisation would 
lead to bureaucratic inefficiency, to political 
influence and graft and to low profitability 
in the banking industry; this industry, there¬ 
fore, will also meet the same fate as the 
other public sector enterprises had met. 
They also alleged that the nationalisation 
move was politically motivated; its econo¬ 
mic consequences had not been fully 
assessed by the government. Mr. Balraj 
Madhok (.IS) expressed the view that 
neither the employees nor the depositors 
would benefit from the measure. 

Although the SSP and communist 
groups supported the introduction of the 
bill, they objected to the discrimination 
in it between the Indian and foreign 
bunks, on the one hand, and between 
the banks with Rs 50 crorcs or more 
deposits and those having deposits 
less than Rs 50 crorcs, on the other. The 
SSP spokesman, Mr Madhii Limaye, opin¬ 
ed that discrimination between Indian and 
foreign banks was not permissible under 
the Constitution. 

Confident of the overwhelming minority 
in the House in support of the measure, the 
Law Minister summarily dismissed all the 
above objections and urged the members 
to grant him leave to introduce the bill. 
The Deputy Speaker had earlier over¬ 
ruled the objections to the introduction of 
the bill on the ground of propriety. The 
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bill was then introduced after a division 
which showed 260 members in flavour and 
46 against. There were two abstentions; 

The haste with which the nationalisation 
of banks has been effected by the govern¬ 
ment is reflected in the fact that hardly six 
days had gone by since the promulgation 
of the ordinance, that the government felt 
it necessary to make certain amendments 
in it. Contrary to the ordinance, the bill 
provides for the transfer to any agency of 
the assets, rights, powers, privileges and 
property, cash balances and investment of 
any of the nationalised banks in any coun¬ 
try outside India if under the laws of that 
country it is not pcrmi.ssible for a gqyern- 
nient-owned bank to carry on business 
there. The maturity period of the pro¬ 
missory notes in which compensation to 
the existing shareholders is to be paid has 
been fixed at 10 years. The bill also 
specifies that these promissory notes will 
carry interest at the rate of 4-5 per cent 
per annum. 

Some other amendments to the bill are 
also not ruled out. At a meeting yesterday, 
the union cabinet is understood to have 
favoured immediate compensation to cover 
half of the paid-up capital of the nation¬ 
alised banks and cash payment for shares 
up to the value of Rs 5,000. For prompt 
settlement of disputes on compensation, 
the cabinet, it is further Iciirnt, favoured 
the setting up of several tribunals as 
against one envisaged earlier. 

Other Bills 

Among the bills adopted by the Lower 
House this week were: (/; the Unlawful 
Activities (Amendment) Bill, which sought 
to extend the parent Act to the State of 
Jammu and Kashmir; (n) The Indian 
Railways (Second Amendment) Bill, 
which provided for the imposition 
ofstilfer fines on ticketless travellers; and 
(///) The Coal Bearing Areas (Acquisition 
and Development) Amendment Bill, which 
aimed at validating certain acquisitions 
effected by the Ministry of Railways 
in Madhya Pradesh ini 958 and 1959—these 
acquisitions had been negatived by a High 
Court judgment. A private member’s bill 
seeking demonetisation of all currency 
notes of Rs 100 and above wai rejected 
by the House. 

The Rigya Sabha adopted the Monopo¬ 
lies and Restrictive Trade Practices Bill 
which sought to prevent concentration of 
wealth and economic power in the hands 
of a few. 
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WINDOW ON THE WORLD 

WEST GERNANY-“SAFELY INTO THE SEVENTIES” 

JOSSLEYN HENNESSY 


1 

THE ISSUES IN THE ELECTION 

LONDON: 

IS THE West German domestic boom getting out of hand? 
Will the DM be revalued after the West German general 
election in September? 

Neither I nor anyone else can know, but one can analyse the 
two forces—economic and political—on which the answers depend, 
in the long run, economic forces prevail just as w'ater finds its 
own level, but in the short run political interests can dig diver- 
sionaiy channels, which can postpone or distort the final economic 
outcome. 

At the time of writing, the problems of the West German 
economy in general, and of the DM in particular, arc more easily 
understood in terms of the domestic electoral confrontation. 

The Christian Democrats (CDU) have been the senior 
governing party in office for twenty years, in fact since the creation 
of the West German republic. They won the lirst postwar elec¬ 
tion on the programme of com|)ctition, free enterprise, and the 
‘‘Social Market Economy*'. -At first, the Socialists (the Social 
Democrats : SPD) opposed free markets on conventional socialist 
grounds; they prophesied that the rich w'Oiild get richer and the 
poor poorer, that monopolists would ensure ever greater concen¬ 
tration of wealth, and that competition and free markets v\ould 
entail violent swings between booms and slumps. They called 
for the nationalisation of key industries, for socialised health 
services, housing, workers’ participation in management, and the 
enforcement of the Marxist doctrine of the class war. 

Marxism Disowned 

But year after year the economic “miracle'* belied these socia¬ 
lists prophecies. While tens of thousands of Germans became DM 
millionaires, income per head rose continually among the masses. 
Competition held monopolies at bay and caused substitutes for 
any threatening monopoly to proliferate. There were no violent 
swings from boom to depression. The consequence was that year by 
year the SPD showed political realism by jettisoning one obsoles¬ 
cent socialist doctrine after another. Marxism and the class 
struggle were disowned in the 1950s; thereafter a sequence of 
realistic modifications led to the inclusion in the SPD's election 
manifesto as far back as 1961 of the now classic paragraph — 
the free choice of consumer goods and services, free choice ol 
a place to work, free initiatives for employers (repeat “employers'*.) 
are decisive foundations, and free competition an important 
element of a free society. Totalitarian control of the economy 
destroys freedom. As much competition as is possible—as much 
planning as is necessary. 

When 1 reported this here in March, 1962,1 added that '"since 
Dr Adenauer and Professor Erhard have been practising this 


SPD policy since 1948 (Willy Brandt even complains that the 
government copies large parts of the SPD’s programme), I foresee 
shifts of emphasis but no drastic changes if the SPD wins the 
next election. In other words,” f concluded, “all Germans arc 
in broad agreement on their social policies. That is the true 
German ‘miracle**’. Four years later in 1966 the CDU formed 
a coalition government with the SPD, and now seven years later 
m 1969, after three years of joint CDU/SPD government, events 
have continued to bear out niy conclusion to the hilt. Let me 
try to explain why. 

Dr Erhard’s nco-liberal economic policy was launched under 
a coalition of the CDU with the Free Democratic Party (FDP). 
Kis successor. Professor Karl Schiller, streamlined and modernised 
the Erhard policy, but maintained its fundamentals in the 1966 
CDU/SPD coalition. These fundamentals are the enforcement 
of competitive conditions and no interference with market 
forces. This docs not mean no government intervention in the 
economy, but that government intervention seeks to create 
conditions favourable to the play of market forces. 

All Germans Agree on Fundamentals 

It follows that West Germany has been in effect governed 
by a consensus for twenty years, and that there is 
no single question or group of questions which separates the three 
political parties the CDU, FDP, and SPD—to such a degree 
that they cannot form a coalition with either one or the others if 
they wish to. There are, of course, many shades of opinion in 
each party, but while each seeks to impiess the electors with its 
own individuality, each avoids taking up positions that would 
prevent it from subsequent collaboration in a coalition. 

All three patties agree on the fundamentals of policy : 

1. A united Europe and the enlargement and strengthening 
ot the EEC and they also broadly agree as to the best way-of 
achieving this. 

2. The maintenance and strengthening of the North Atlantic 
Treaty Organisation (NATO), while simultaneously striving for 
improved cast/west relations. There arc difi’erences in tactics 
but not in ends. Some want to bargain from a strong NATO 
position, others are inclined to be more accomodating to the 
Soviets and to Last Germany. 

3. flic maintenance of a strong economy. Essentially this 
means building further on foundations of tried and proven 
policies modified in accordance with emerging developments 
There arc arguments about the pros and cons of fiscal policy, 
the new money supply doctrines, and so on, but these arc issues 
for the high priests of economics; they do not interest, still lc.ss 
divide, the electors. Whereas public and party opinion in the 
UK remains passionately divided over questions of “egalitarian¬ 
ism” and the “socially just” distribution of wealth (doubtless 
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because there is in the UK no margin to distribute), in West 
Germany such arguments are confined to eccentrics; party and 
public opinion are uninterested (doubtless because the postwar 
multiplication of wealth in West Germany has been on such a 
scale that it has spilled over into the pockets of the masses of the 
population). Net mass incomes have risen from a total of 
I>M 113,600 million in 1958 to DM 260,000 million in 1968 - 
a rise of 130 per cent compared with a mere 15 per cent rise in the 
cosiofliving in the same years. 

Whatever their party labels, the postwar West Germans have 
shown themselves to be conservatives economically and polili- 
call>. It is significant that the only time that the COU won an 
absolute majority was in 1957 when Chancellor Adenauer’s 
election slogan was *‘No experiments”. (Perhaps if Mrs Gandhi 
manages to get a few minutes' respite from the Indian political 
fray, she might ask herself whether she has any moral to draw 
from Adenauer’s experience !) 

ir 

KARI. SCHILLER'S ERROR 

Whether or not revaluation ol the DM would be a good 
experiment, the SPD's Professor Schiller seized the wrong 
moment' a few months before the election—to advocate it. It 
could cost the SPD many voles when compared with the CDU\ 
slogan “Safely into the seventies”. The cynical may smile at 
this slogan as typical electioneering vagueness which defies intclle- 
gcnl analysis, but coming from the CDU—the only party which, 
after twenty years in office, can claim to have “nationar* leaders 
and whose record can be summarised as “From postwar national 
German defeat, demoralisation, and physical devastation to inter¬ 
national prestige, sclf-rcspccl and miraculous prosperity” 
such a claim is not mere rhetoric: it means something lo Germans. 
The CDU’s outstanding asset in the election is that they have two 
“national’’ leaders: (1) Herr Strauss, Finance Minister, shrewd, 
burly, good humoured, and associated in the public mind with 
putting Germany's interests fust (although, in fact, he is. like all 
his colleagues, a good NATO and EEC man), and (2) Chancellor 
Kiesingcr, who by demonstrating that he can bestride a grand 
coalition a “national’’ government lias built up something of 
the prestige of his great predecessor Adenauer. The CDU’s 
record, taken together with these two “national” figures, appeals 
both to the right and to the centre. 

1 he SPD has many able men in its ranks but. to date, the only 
one to have made a real “national” impact is Karl Schiller, 
Economics Minister in the coalition. Willy Brandt, Foreign 
Minister, is respected and popular but, doubtless because the 
emphasis in West Germany’s foreign policy is on the international 
rather than the national, he has not made the same impact. 

Schiller, I repeat, dropped an electoral brick by urging 
revaluation. In this he was supported by Dr Karl Blessing, 
President of the Bundesbank. That Dr Bles.sing, with whom I 
have had the privilege of many ofi-rccord talks on economic 
problems in the past ten years, and for whose technical expertise 
and economic sagacity I have the highest regard, that Dr Blessing, 
to w hom the constitution entrusts the defence of the DM, thought 
that the case tor revaluation outweighed the case against it 
carries enormous weight on economic grounds. Dr Blessing 


must presumably have felt at the time that the boom was getciiig 
out of hand and that this would lead to rapid inflation. Since 
extemul demand was the main driving force b^tnd the boom, 
revaluation was necessary to curtail foreign demand and to 
increase the supply of foreign goods. 

Strauss Versus Schiller 

fn I he light of hindsight, 1 incline to the view that Professor 
Schiller, having been defeated on what was, and will continue 
to be, a major issue in West German politics, should have resigned. 
Instead he remained in office to persist in a rearguard action. 
Professor Schiller and the SPD have done all that they can to pin 
the responsibility for any future rise in prices on CDU Finance 
Minister Strauss. A stream of figures leaks firom the Economics 
Ministry to show that non-revaluation was a grave error. But 
Professor Schiller has presented the CDU with a marvellous 
opportunity to bash at his “national” stature. Many sifrewd 
observers, including Malcom Rutherford, Bonn correspondent 
of the Financial limes, and the anonymous but usually well- 
informed editorialist of the European News Letter of the Ionian 
Bank (64 Coleman St., London E.C. 2.), believe that the CDU 
may succeed in cutting Professor Schiller down to size, because 
his thesis that non-revaluation will lead to a spiralling price rise 
has one big disadvantage: he admits that the real price rises will 
not happen until the autumn when the elections will be out of the 
way. Secondly, the CDU knows that Schiller’s May campaign 
for revaluation did not have all the SPD behind it. Nor does 
he have the party whole-heartedly behind him in his present 
rearguard action. 

All three parties assume that, whatever the clashes of the 
electoral campaign, the least that cun happen is that the grand 
coalition will be re-established, and there is a chance that the 
CDU might win an absolute majority. In the second event. 
Professor Schiller would, of course, be out, but if a coalition were 
reformed, 1 can’t see the CDU allowing him back at the Economic 
Ministry the key post, from which Ludwig Erhard built up his 
position as unchallengeable successor to Adenauer. Herr Strauss 
has both proposed that the Ministries of Finance and Economics 
should be amalgamated and said that he docs not wish to become 
Foreign Minister in the new government. The chances arc that 
the CDU support him for Finance Minister and that if the 
Economics Ministry is not abolished its more important res¬ 
ponsibilities will be transferred to Finance, 

Ill 

INFLATION NOT INEVITABLE 

Hilt there is, to my mind, a third reason why Schiller is batting 
on a sticky wicket: it is not, whatever the text books say, certain 
that West German prices will rise rapidly in 1969. 

West Germany is enjoying its biggest, and best ever, postwar 
boom which shows no signs of slackening. A rise in GNP of 
5.5 to six per cent in real terms in 1969 is foreseen. Industrial 
production w ill probably be 10 per cent up on 1968. Wages and 
salaries may rise by iO per cent. Unemployment is negligible. 
The Labour Market is tighter than ever before. 

The boom is broad based. Some sectors, e.g., motor cars, 
found that most of 1968’$ growth came from exports. In 1968, 









hotM sides were only five' per cent up ^ 1967 wtuneas exports 
f04» by 31 per cent. In 1969, far more growth will come from 
the home market, even though the industry expects to increase 
its export sales. The electrical industry is flat out. The only 
problem facing chemicals is to turn out enough products to catch 
up with demand. Building took longer to recover from the 
recession, partly because the postwar shortage of housing is over, 
but orders are now picking up. 


inflation. The annual autumn wage negotiations should show 
shaip increases, which industry will find more diflkult toabsprb 
as the scope to increase productivity falls. The big bounce whi^ 
characterises a rapid rise in the rate of capacity utiHsation 
be non-recurring. Consumer demand is already accelerate 
and will be super-imposed on higher investment and forelip 
demand. 


The biggest pressure at the moment is on capital goods. Home 
orders are some 35 per cent, foreign are 15 to 20 per cent above 
1968. Apart from the natural reaction to increase capacity when 
what you have proves insuflicicDt, several factors contribute 
to the upsurge in investment. The first is a sharp rise 
in profits, particularly in, but by no means confined to, chemicals 
and electricals. Higher profits are being achieved even though 
workers’ earnings have risen 10 per cent in the first quarter of 
1969 compared with 1968. Productivity has, however, risen 
by 8.5 per cent. A moderate rise in selling prices, with gains 
from a sharply higher rate of capacity utilisation, has widened 
most profit margins. 


But this docs not necessarily mean that West German industry 
will try to recoup higher costs on the home market, or at least 
will do so at a rate which would drive prices up more quickly 
than over the past year. Between now and the election, West 
German manufacturers will in any case be doing what they can io 
order not to prove Strauss wrong and Schiller right. They have 
no wish to give the SPD an electoral bonus. Their present 
profit margins are ample and as long as other countries persist 
(with a determination that now seems traditional) in inflating 

PRICE MOVEMENT IN THE FEDERAL REPUBLIC OF 
GERMANY AND ABROAD 


Industry has thus been liquid amidst generally high liquidity. 
Despite various defence measures, the inflow of foreign exchange 
has left its mark. The authorities can to some extent neutralise 
the effect of the flow of foreign funds direct to the banks, though 
even here there arc leakages, but the bulk of the 84,000 million 
which entered West Germany in April/May went to German 
companies either as credits or as prepayment for future German 
exports by foreign importers anxious to avoid higher prices 
following a revaluation. These funds then appeared in German 
banks as deposits by German companies or were used to repay 
bank debt, and because they were internal deposits they were 
subject only to the normal reserve requirements and not to the 
special 100 per cent rate on foreign deposits. 

Inflation Outside W. Germany 

The inflow more than outweighed the heavy outflow of long¬ 
term capital which, attracted by higher interest rates abroad, 
reached £800 million in the first four months of 1969. But even 
in these circumstances. West German industry would not be 
investing as heavily as it is—^total capital spending at £2,800 
million is expected to show an increase of 25 per cent in 1969— 
unless it was convinced that it would remain highly competitive 
in world markets. Here a paragraph in the Bundesbank’s Juno 
report is relevant: “The cost of living in the'US, the UK, France, 
and the Netherlands in March/April 1969 was from 5.5 to 8.5 
per cent higher than in 1968. In Germany the rise was only 2.5 
per cent. As usual producer prices in most countries rose by 
less, but on average still rose faster than in Germany. Thus the 
price advantage of German goods and services, already 
marked, has increased further. This is likely to provide further 
substantial stimulus to foreign demand for German goods’*. 

It follows that earlier estimates for the trade surplus have now 
been revised. At the beginning of 1969 it was thought that 
exports would rise by 6.5 per cent, imports by 12.5 per cent and 
that the export surplus would be £1,250 million. Latest forecasts 
see exports up 9.5 per cent, imports 15.5 per cent, and the surplus 
at £ 1,400 million. 

The Ionian Bank points out that one can, of course, make a 
good theoretical case that West Germany cannot now avoid 


Change in % 


Item 

March 1969 against 

monthly 

average 

for 1962 Marchl968 

April 1969 
against 
April 1968 

Cost-of-living index 

Federal Republic of Germany 

4-18.9 

+2.3 

+2.5 

Nine countries of comparison^ 

4-27.4 

+4.8 

. . 

of which 

Belgium* 

+ 25.3 

+ 3.6 

+3.6 

France* 

+29.6 

+ 6.2 

+6.7 

Italy 

+29.4 

+ 1.3 

. . 

Netherlands 

+ 39.4 

+ 7.8 

+8.4 

Sweden 

+28.4 

+ 1.9 

.. 

Switzerland 

+25.4 

+2.5 

+2.4 

United Kingdom 

+28.2 

+6.2 

+5.5 

USA 

+ 19.2 

+5.1 

+5.4 

Wholesale prices of industrial products 

Federal Republic of Germany* + 5.6 

+0.6 

+ 1.3 

Nine countries of comparison.. 

+ 12.9 PE 

+2.9PE 

of which : 

Belgium 

+ 11.1 

+2.5 

4 . 

Italy 

+ 13.2 

+ 0.4 

. . 

Sweden 

+ 18.0 

+1.7 

. . 

Switzerland 

+ 4.95 

+0.7 

-♦-2.1 

United Kingdom 

+ 18.35 

+3.3 

+3.0 

USA 

+ 11.0 

+3.1 

+3.1 


iThc countries listed, and Japan: weighted with respective 
share of these countries* exports in world exports during the period 
1962 to 1968. ^Consumer prices (/ excluding rent). ^Cost of 
living in Paris. ^Indexof producers’ prices of industrial goods in 
domestic sales; after elimination of estimated influence of intro¬ 
duction of value-added tax (Jan 1 1968) and of alteration of tax 
rate (July 1 1968). ^Monthly average for 1963. PE Partly 
estimated. 


Source : Bundesbank Report 
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faster than Germany, West German companies can push up their 
profits on export deliveries. 

Whatever developments there may be towards the end of this 
year and in 1970, the case for a revaluation of the DM will, in 
terms of German price stability, probably be no stronger after 
the election than it was in May. And the chance of u multilateral 
realignment, of which the Germans were talking as a condition 
for DM revaluation, does not look bright at the moment. 
M. Giscaid-d’Cstaign, French Finance Minister, has declared 
that he sees no need to devalue the franc. He will not go back on 
this unless forced by pressure of events. Roy Jenkins, the UK 
Chancellor, has assured the International Monetary Fund, and 
anyone else who cared to listen to him, that the UK is all set for 
a £ 300 million surplus. He, too, will not w'ant to eat his words— 
or at least not too soon. 

I conclude that we could have a currency crisis about the time 
of the West German election, but that at this moment the odds are 
against cither a unilateral revaluation of the DM or a negotiated 
multilateral realignment of currencies. 

All these reflections arc compatible with CDU strategy to go 
for outright victory but to be prepared to reconstitute the coalition 
on terms that they count on being more favourable to themselves. 
This, of course, means that the CDU is accumulating problems for 


' It 

the new government : ''What to do about the DM if there is a 
renewed flight into Frankfurt a$ the election closes? What to do 
about Europe if President Pompidou proves only a more subtle 
advocate of Gaullist policies? What to do if Soviet overtures 
for better relations with, Bonn prove illusory? In each case the 
CDU considers it more important that the election should settle 
who shall make the decisions rather than what the decisions 
will be. 

Difficult Problems 

For the CDU, the problems are likely to be more difficult 
to decide than ever before, but they could be easier than those of 
the SPD which will then have gone through six general elections 
without w inning one. The chances are that the SPD will have no 
alternative but to re-enter the grand coalition but that its power 
and influence will be substantially reduced. If this is so, the 
SPD will have been defeated (1) by the CDU slogan “Safely into 
the seventies'*, with all that that (as described above) implies, 
and (2) by Schiller's mistiming of his arguable case for DM revalua¬ 
tion and his failure to recognise his error by resigning. 

1 have no space left to comment on the comparison of West 
German prices with those of nine other countries but the 
table given on page 205 is revealing; it is also highly relevant 
to every point made in this article. 


EASTERN |<;X>NOMIST 


VAGARIES OF EXCHANGE RATES 


E- B- BROOK 


VIENNA: 

CURRENCY MANAGEMENT and the dislocation caused to 
the supply of money in Europe by the comiiigs-and-goings of 
vast American deposits in Eurodollars arc the two most urgent 
and continuing problems facing financial and commercial cen¬ 
tres. Noises about British entry to the Common Market continue, 
loudly from Britian, faintly from the continent, but for the time 
being the subject is regarded here as an academic bore. 

There is nothing academic about currency management worries 
and so, far from being a bore, the subject is an urgent, enduring 
crisis. Ready money that sticks has become so scarce that many 
continental banks arc now offering as much as 10 per cent interest 
for fixed deposits and the rate may go higher. The temptation 
of these uncommonly generous terms is offset, almost fatally, 
by the prevailing uncertainty over money—gold. Eurodollars and 
exchange rates. Nothing can even begin to be settled til) the 
International Monetary Fund holds its session in September 
and that, session may prove to be nothing better than the beginning 
of a solution, at the most optimistic. Meanwhile, west Europe 
holds its breath for the next speculative currency crisis and expects 
it almost immediately after the summer holidays. 

The United States which, after all, owns the Eurodollars, 
has come under pressure from Basle to take further steps to 
insulate Fiuropc from the effects of the US tight monetary policy. 
The 10 per cent reserve requirement proposed by the US 
Federal Reserve Bank on Eurodollars recently repatriated by 


American banks to their overseas branches is regarded as inade¬ 
quate by European central banks, though they concede it to be 
a step in the right direction. 

The Europeans feel that more forceful measures arc needed, 
especially now that the already record 8^ per cent prime rate 
paid by American banks will probably soon be raised to at least 
10 per cent. The US Federal Bank is being urged to relax its 
regulations which prevent American banks from offering more 
than 61 per cent interest on deposits—now a completely un¬ 
competitive rate. This low interest figure has resulted in a run¬ 
down in deposits in US banks which have sought to remedy the 
gap between deposits and demands by borrowing on the Euro¬ 
dollar market—thus making the scarcity of steady cash in Europe 
even more severe. 

The European banks have themselves tried to help remedy 
this dangerous lack by compelling their commercial banks to 
repatriate funds placed in the Eurodollar market, but this will 
have no more than a marginal effect on that market itself. 

For its part, the US Federal Reserve Bank has begun to show 
that it realises the effect of the movements into and out of Euro¬ 
dollars on the foreign exchange markets, on credit markets in 
Europe and on foreign official reserves. The “Fed” has reached 
the point of keeping the position under continual study: its Iff 
per cent reserve requirement is the first result of this study. 

Japan is also beginning to worry about “hot money*’ and 
foreign investments. As long as foreign money flowed in contl* 
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auously from Europe—mostly from ,West Germany, France, Switzer¬ 
land, Belgium and Luxemburg—the Japanese were very pleased 
but, like others, they have discovered that money can move out 
as well as in, and very rapidly at that. In the last few weeks 
Japanese stockholders* hngers have been burnt by large sales by 
West German investors of Japanese stocks to realize liquid funds 
to reinvest in their own ascending market. 

Foreign interest in Japanese stocks has been quite phenomenal 
this year and the number of foreign investment trusts specializing 
In these stocks has increased fivefold. In June net foreign invest¬ 
ments exceeded 35 million dollars and, despite the recent West 
German withdrawals, the general direction of the fin«incial tide 
from Europe remains inwards to Japan. Last year’s total foreign 
investment of 344 million dollars will probably be exceeded easily 
this year—a sign of faith in Japanese progress but also of great 
nervousness at home. 

Meanwhile, the experts continue to differ over what is best 
to do about international exchange rates. The greatest contradic¬ 
tions have been between the Italians and the French. 

Dr Guido Carli, Governor of the Bank of Italy, is willing to 
encourage quarterly or even monthly up and down adjustments 
of exchange rates within a maximum range of 2 per cent in any 
year as a mechanism for keeping in balance economies with 
different rates of inflation, in other words, he favouis what is 
known as the “craw'Iing peg” system of control; its advocacy 
by a major European central bank governor is something of a 
sens;ition in the long open debate about international monetary 
reform. 

Dr Carli claims that official opinion, and not merely his own 
view, is now moving towards this solution to help eliminate 
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recurring international currency crises. He expects that cur¬ 
rencies will continue to he subject to vast speculative movements 
of cash as long as countries ftiil to co-ordinate their economic 
policies for maintaining stable exchange rates. 

This failure may, indeed, not only lead to a good deal of 
private ruin, uncertainty about currencies, hectic and unstable 
investments but may threaten the survival of the Common Market, 
the European Free Trade Association and, eventually, also some 
political forms of European association. 

The French take a view strongly contrasting to that of Dr. 
Carli. They insist that without a system of fixed parities the 
Common Market might easily collapse; the greatest threat would 
arise to its common agricultural policy, so valuable to France, 
if any moveable international exchange value was accepted. 

There arc others who are beginning to tire of the vagaries 
of exchange rates and to urge a solution by creating a unified 
European currency which could be used as a strong international 
reserve together with the US dollar. This line of thought argues 
that if, as is obviously the case, the USA is inextricably bound 
up in Atlantic and west European defence it is only logical to 
have some union also ol currencies on either side of the Atlantic. 
With finance, as with defence, the Americans—and the Cana¬ 
dians—would be prepared to co-operate more spontaneously if 
there were greater signs of unity and of a will to self-help in 
Europe. 

These midsummer debates are not merely academic exercises; 
some echo of them is likely to be heard at the IMF meeting in 
Washington and in European politics later especially if more 
Hnancial ciiscs develop in the autumn. 


EASTERN ECONOMIST 


U.S. ANTI-INFLATION STRATEGY 


GERARD A. DONOHUE 


WASHINGTON : 

PERHAPS THERE is somebody in the United States who isn’t 
annoyed by inffation and rising prices and impatient with govern¬ 
ment measures to check it, but if so he hasn't declared himself. 

Hardly a day goes by that newspapers, news magazines and 
financial journals do not carry lengthy articles analyzing and re¬ 
analyzing government strategy and tactics and studying all 
possible financial indicators for signs of a slowdown in the high 
rate of spending, investment and price increases that have marked 
the American economy for the past few years. 

Certainly the Administration is displeased that, six months 
after it took office pledged to control inflation, results have 
not been as positive and as apparent as had been hoped. But in 
spite of criticisms and proposals from liberals and conservatives 
alike. President Nixon and his close economic advisers arc 
convinced that they arc taking appropriate and effective steps to 
cool off the economy without bringing about a recession or putting 
a lot of men out ol work. 

The Administration is determined to keep taxes up and govern¬ 
ment spending down to withdraw spendable income from business 
and consumers and to minimize the inflationary effects of heavy 


government spending for goods and services and the Federal 
Reserve Board or central bank—, no longer almost obligated to 
keep money and credit loose to finance the huge government 
deficits of the past few years, is keeping a tight rein on the money 
supply and commercial bank credit reserves. 

The Administration docs not favour wage and price controls— 
for the simple reason that they just would not work. Govern¬ 
ment determination of prices in an economy as large and varied 
as that of the United States would be a bureaucratic mess that 
would produce inequities and cause distortions of efficiency and 
supply and demand that would result in more ill effects than the 
evils they were supposed to cure. 

Anybody who has ever had anything to do with government 
controls of prices or wages knows that black markets or grey 
markets quickly appear where rationed items arc available 
at a price well above the official figure. In a time of true 
national emergency most people will—out of patriotism or fear 
of survival, as they did in World War II — accept government 
controls on wages and prices, but such a situation docs not exist 
today. 

Both President Kennedy and President Johnson tried volun- 



208 

tary wage and price guidelines, which for a time were succcssAil; 
but once inflationary pressure increased^ as they did beginning 
in 1965, leaders of industry and labour could no longer be per¬ 
suaded to hold the lines and this approach was quietly dropped. 
There is little reason to think it would be any more effective 
now. 

While Secretary of the Treasury David Kennedy meets fre¬ 
quently with members of the banking community, he has not 
asked them to cut interest rates, now at record highs, nor even to 
hold them at present levels. The interest rale, as any price, is 
a means of allocating resources, in this ease, money. Bankers 
pressed by customers for loans would have to ligure out some 
other means of determining whom to service and probably could 
not come up with any more effective system. ITigh interest rates, 
of course, arc the result of inflation not the cause, and it is gen¬ 
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erally expected that once inflation is checked interest rates tltrill 
ease. 

The Administration, along with businessmen and economists, 
now is waiting Senate action on the extension of the surtax— 
one of the government's key weapons in the light against inflation. 
Although some Senators want to couple the surtax with tax 
reform in general, the belief is that once the vote comes they will 
do as the members of the House of Representatives did. That 
is, vote for the surtax. 

Nobody expects inflation to be reduced to zero or even to one 
or 1J per cent rate of annual price increase that prevailed for 
so long. A two per cent or even 2V per cent annual rise would 
probably be quite acceptable to government and citizens alike 
and it looks us if that is what will happen before the end of the 
year. • 


EASTERN 6CONOMCST 


BANKING SECRECY IN SWITZERLAND 

ROGER BONVIN 

Former President of the Swiss Confederation 


THE REAL facts about banking sccrccy in Switzerland are 
not at all well known, and in the eyes of some people ilhas 
assumed the character of a myth. 

There is nothing extraordinary about banking secrecy in itself. 
It takes some strength of character not lo spend everything one 
earns, and nothing is more natural than a modest reticence about 
one’s savings. No one wants to tell the world all the details 
about his abstinence and the fruits of his thrift. When somebody 
goes to a bank, be it to deposit money or securities, to open a 
current account, to issue instructions regarding (he puichase or 
sale of slock, or to request credit facilities, the bank gets to know, 
often in quite an intimate way, details about the character, the 
mode of living, the financial situation and the economic activities 
of its client. In Switzeiland, as el.sewhcrc, the client naturally 
expects his banker to maintain silence about what he has 
learned in the course of his profession. 

Discrete People 

Compared with other races, the Swiss arc perhaps particu¬ 
larly rigorous in matters of discretion. It is not the custom in 
Switzerland to make a parade of wealth or income. This charac¬ 
teristic led the Federal Tribunal—at a time when there was no 
explicit reference to banking secrecy in the Swiss legislation— 
to acknowledge the banker's duty to preserve secrecy about his 
clients’ affairs, and that if he did not he should be liable to pay 
damage. The basis of this duty, according to the Federal Tri¬ 
bunal, is in the volition of the parties to the contract between 
banker and client, or—where there is no contract, in a case 
where an application for credit is refused—in the protection 
afforded by the Sw iss Civil Code in matters concerning the privacy 
of the individual. 

In 1934, the Sw iss Legislature deemed it necessary lo reinforce 
the civil law in respect of banking secrecy by adding a provision 
to the criminal^luvv. Thus under Article 47 of the law on banks 
and savings institutions, bankers and their employees who, with 
intent or by negligence, commit a breach of banking sccrccy. 


arc punishable by a fine of up to 20,000 francs or by imprisonment 
up to six months. 

However, the nature of banking .secrecy was not changed by 
this new piece of legislation. It still has its basis in the civil law 
in respect of the relationship betwon the banker and his client 
and in this way is by no means absolute. On the one hand, the 
client himself can authorise his banker to divulge information 
to third parties, including the authorities and tax officials, and on 
the other hand, banking secrecy does not absolve the banker from 
his obligation under Swiss Public Law to disclose information to 
the authorities in certain cases. Public Law overrides civil law, 
since the interest of the community comes before that of the 
individual. Thus, in general, under the laws relating to criminal 
and civil cases, and in prosecution for debt and bankruptcy pro¬ 
ceedings, the banker must give any information required lo the 
appropriate Swiss authority and must testify before the court. 

As far as Swiss tax law is concerned, there is no duty in general 
for banks to tell the tax authorities about their clients and account- 
holders. How’cver, this is rather a consequence of Swiss fiscal 
legislation than of banking secrecy since, with rare exceptions, 
the fiscal authorities have no power to interrogate third parties, 
and it is only the taxpayer himself who is obliged to give informa¬ 
tion. In the eyes of Swiss people, purely fiscal interests take a 
back scat as far as individual freedom is concerned, even if this 
freedom is sometimes abused. Nevertheless, credit interest 
paid by the banks is subject to the 30 per cent w'ithholding 
tax, deducted at the source. 

Mention must be made about numbered accounts. They are 
not protected by any special form of banking secrecy. The legal 
obligation of a banker to give information to the authorities 
applies just as much to numbered accounts. The l>ank—that is 
to say, two or three people in the bank—know who the owner 
or the ostensible owner is of the assets and the person with the 
rights of disposal. This system provides that the identity of the 
holder of a numbered account is known only to a limited circle 
of employees in the bank and thereby redu&s the risk of indis¬ 
cretion. It is purely a technical measure for the better preser¬ 
vation of banking secrecy'. — Century Features, 



WITH THE government of the day tending 
to be more and more autocratic, arbitrary and 
high-handed, the role of the judiciary as the 
upholder of the rule of law and the custodian 
of the constitutional freedom and rights of 
individuals and voluntary associations has 
become extremely significant in the India of 
today. New and yet newer "economic crimes* ’ 
arc being continually added to the political 
calendar in accordance with the whims and 
fancies of men (and women) in power. One 
consequence of this is that a number of "politi¬ 
cal minorities*' arc being created and these 
minorities are clearly in need of protection 
which only the courts can give. Tt is, therefore, 
essential indeed that nothing should be per¬ 
mitted to happen which could interfere with or 
otherwise prejudice the functioning of the 
judiciary. It follows that there is a compelling 
obligation on the part of the elected represen¬ 
tatives of the people, whether in the state legis¬ 
latures or in Parliament, to diseourage and dis¬ 
allow any attempt that may be made by the 
executive to bypass the judici.M’y, especially in 
matters involving the safeguards proxidcJ in 
the Constitution for the individual \is-a~\'is the 
state. 

+ 

U has just been announced that there will 
be a Nobel Prize in the future for the social 
sciences, including Economics. Mrs Indira 
Gandhi may not have had foreknowledge of this 
proposal when she decided, a few days ago, to 
take over the Finance portfolio in order to 
learn, as she explained, about the economic 
situation and economic problems of the country. 
Nevertheless, provided she stays long enough 
on the job and tries hard enough, she may yet 
be able to qualify for the Nobel Prize for Econo¬ 
mics when the time for the award comes around. 
Meanwhile, it is perhaps consistent with the 
topsy turvy logic of the New Delhi of today 
that the Finance portfolio, instead of being 
entrusted to somebody who knows fmance, 
has been assumed by someone who wants to 
be educated in it. 

♦ • 

One of the more frightening aspects of the 
Prime Minister’s sclf-choscn^style of govern¬ 
ment is the open attempt made by her or on her 
behalf to manage news and views. One of the 
ant ac^ of Mrs Oantlhi, after summarily 


relieving Mr Morarji Desai of the Finance port¬ 
folio, was to contact personally the leading 
lights of the local press and attempt to sell to 
the editors or other journalists concerned her 
version of the affair. Leaving aside the Patriot, 
and also Mrs Gandhi’s house organ which need 
not be named, there was, however, only one 
leading local English language daily which 
could be persuaded to buy her story. Indeed, 
if there was a silver lining to the cloud, it was 
that the press as a whole preferred to exercise 
its own judgment in dealing with the Desai 
episode. Even The Hindu, which is not often 
heard to utter an unkind word about the powers 
that be, was not quite able to sec things as Mrs 
Gandhi would have them be seen. 

* * 

The resources of the government, however, 
are vast, even if not exactly unlimited and in 
All India Radio, which is currently being 
widely described, not without justification, as 
Ail Indira Radio, the establishment has a ready 
and willing tool. The "Spotlight” on political 
developments which was broadcast on July 16 
was nevertheless, far too disgraceful a perfor¬ 
mance even for a govemment-owned and go¬ 
vernment-run radio to put up. The script was 
attributed to an official of AIR (who, 
incidentally, had functioned previously as an 
Information Officer attached to the Finance 
Ministry). In this broadcast, immense pains 
were taken to maintain the position that 
Mrs Gandhi’s action in taking over the 
Finance portfolio did not involve the issue of 
the Prime Minister's confidence in Mr Desai. 
It must be said in fairness to Mrs Gandhi 
that she herself has, at no time, entered this 
particular plea. On the contrary, she has 
bluntly and c\cn brutally staled that she has 
assumed direct rcspcn^^ibility for the Finance 
portfolio because Mr Desai docs not enjoy 
her confidence where the effective implemen¬ 
tation of accepted Congress policies with 
regard to their direction or pace is con¬ 
cerned. 

* * 

This point had been made quite clear in the 
letter which Mrs Gardhi wrote to Mr Desai 
on July 16 — the diitc of the broadcast in ques¬ 
tion — informing him that he was being re¬ 
lieved of the Finance portfolio and the contents 
of this letter were certainly known in a general 
way to newsmen in the capital on that very day. 


In the circumstances, the AIR broadcast was 
not only a case of special pleading but it was 
also a case of a limb of a ministry of the central 
government deliberately trying to mislead 
public opinion in an attempt to take sides with 
regard to a conflict in the cabinet. It should 
be borne in mind that, at the time this broad¬ 
cast was nnade, Mr Desai was still the Deputy 
Prime Minister and had, therefore, a right to be 
spared the injustice of partisan behaviour by an 
agency of the central government. One 
of the charges made against the de Gaulle re¬ 
gime in the phase of its decline and decay was 
that it was unscrupulous in its misuse of the 
media of communication, particularly govern¬ 
ment-controlled radio and television. It is a 
measure of the pitiful permissiveness of our 
people that it is almost being taken for granted 
that All India Radio may not only be a 
mouthpiece of the central government but could 
also function cheerfully as the propagandist of 
the man (or the woman) of the day. 

* * 

The frightening extent to which opportunism 
and sycophancy is taking hold of officials in the 
government is illustrated also by the behaviour 
of the Television Unit which is an appendage 
of the New Delhi station of All India Radio. 
Although thisTV^ set-up has still to cut its 
teeth, it has already shown itself to be wise in 
the ways of the world. Mr Lokanath Misra 
complained in the Rajya Sabha the other day 
that the news bulletin on the local TV on July 
22 thoughifutly carried a report of the lauda¬ 
tory references to Mr V.V. Gin made in the 
Rajya Sabha, but omitted to take note similarly 
of the tribute paid to Mr Sanjiva Reddy in the 
i.ek Sabha. f wonder whether Mr Misra is 
aware of the fact that this is not the first time 
that this TV unit has shown that it knows only 
too well on w'hich side its bread is buttered. 
On a previous occasion, in a news bulletin 
dealing with Mr Desai’s visit i.> West Germany 
as well as Mr Dinesh Singh's presence in Cairo, 
Delhi TV chose to dismiss the Deputy Prime 
Minister (as Mr Desai then was) with a notice 
so brief as to be almost curt, while displaying 
no such parsimony of time or words in taking 
tending care of Mr Dinesh Singh's publicity 
needs. But then it is not for nothing that Mr 
Inder Gujral has been introduced into the 
Ministry of Information apd Broadcasting. 

V. 1. 
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BANK NATIONALISATION 

FOLLOWING THE ordinance issued 
by the President announcing the 
nationalisation of 14 major banks on 
July 19, 1969, the Constitution Bench 
of the Supreme Court granted an 
interim stay placing three restraints 
on the union government on July 
22. The operative part of the order is as 
follows : Interim stay in lespect of three 
matters, namely ^i) that the Union of India 
w'ill not appoint pending the hearing and 
disposal of these petitions any boards 
of advisers; (ii) that the Union of India 
will not remove the chainnen of the various 
banks; and (iii) that the Union of India will 
not give any directions contrary to the 
provisions of the Banking Laws Act. 

The Prime Minister made a statement in 
Lok Sabha on July 22 that the essential 
provisions of the ordinance nationalising 
the banks were not affected by this order. 
Thus, she added, the order does not affect 
the vesting and the transfer of the under¬ 
takings in the a)rresponding new banks 
and the allotment of the capital of each 
bank to the central government. The 
ownership of the banks continues to vest 
in the central government. The form¬ 
er boards of directors also stand dissolved. 

The order will also not affect the normal 
functioning of the banks. The first direction 
of the court relates to the appointment of 
advisory boards. In view of this, during 
the interim period, the Reserve Bank 
would advise the banks as may be appio- 
priate in exercise of the powers available 
under the Banking Regulation Act. 

As regards the second direction of the 
court, the Prime Minister stated that there 
is no reason why the order should affect 
the willingness or ability of the chairman- 
custodians to perform their duties 
properly. 

Under the third direction of the court, 
she added, the union government is requir¬ 
ed to refrain from issuing any direction 
contrary to the provisions of ^'Banking 
Laws Act” which presumably, is a reference 
to the Banking Regulation Act, as amended 
from time to time. The Reserve Bank 


will take special care to ensure that nothing 
is done which is contrary to the public 
interest or to the interests of the depositors, 
she stated. 

A bill to replace the ordinance was 
introduced in the Lok Sabha on July 25, 
1969. 

WF.ST GERMAN AID 

An agreement has been signed here 
between the governments of the Federal 
Republic of Germaay and India on the 
utilization of the Rs 46.875 crores (DM 250 
million) financial assistance which the for¬ 
mer had pledged to supply to the latter 
at the last May meeting of the Aid India 
Consortium. The credit is to be utilised 
as follows: (i) Rs 18.56 crores (DM 99 
million) as commodity aid for the purchase 
of goods and services fof this, Rs 5.4375 
crores—DM 29 million—would be by way 
of liquidity assistance for meeting India’s 
import requirements from any source); 
Oi) Rs 7.50 crores (DM 40 million) for pro¬ 
jects to be mutually selected (at least a 
part of this will be utilised for the manufac¬ 
ture of fertilizers); (iii) Rs 2.81 crores (DM 
15 million) for loans to small and medium 
undertakings by the Industrial Finance 
Corporation of India, the Industrial Credit 
and Investment Corporation of India and 
the National Small-Scale Industries Corpo¬ 
ration; (/v) Rs 2.81 crores (DM 15 million) 
for the financing of projects aproved by 
the Indian [ntcr-Ministorial Committee 
for Capital Goods; (v) Rs 11.63 crores 
(DM 62 million) towards deferment of 
certain repayment of principal in respect 
of earlier West German credits, maturing 
between April I, 1969, and March 31,1970; 
and (vi) Rs 3.56 crores (DM 19 million) 
towards reduction of interest payment 
falling due between April 1, 1969, and 
March 31, 1970. 

The terms of this assistance are compara¬ 
tively liberal than those of the aid made 
available by the Federal Republic of Ger¬ 
many last year. The amounts under (i) to 
(/v) totalling Rs 31.69 crores (DM 169 
million) will be extended in the form of 
loans repayable in 30 years, including a 
grace period of eight ytars. The rate of 


interest will be 2.5 per cent per arfmim. 
The last year*s credit is r^ayabld in 25 
years including a grace period of seven 
years. The rate of interest payable is 
three per cent. The amounts under (v> 
and fVi) totalling Rs J 1.625 crores (DM 62 
million) represents rescheduling over a 
period of 10 years of certain payments fall¬ 
ing due in the current financial year (about 
one-third of the total). 

Besides the above assistance, the Federal 
Republic of Germany has provided under 
the agreement bilateral or multilateral 
90,000 tonnes food aid worth nearly Rs 
3.56 crores. This assistance is in the form 
of a grant. • 

With the signing of this agreement, the 
total economic assistance made available 
by the Federal Republic of Germany to 
India amounts to Rs8 91.6 crores (DM 
4755.2 million). 

MARKETING OF JUTE 

The union government has set up a com¬ 
mittee under the chairmanship of Mr 
Bibhuti Mishra to advise the government 
on certain problems relating to marketing 
of jute. The committee has been set up^ 
in the first place, to examine the existing 
pattern and structure of marketing, inclu¬ 
ding assembly, storage and sale and utilisa¬ 
tion by or through various public and pri¬ 
vate agencies, and to suggest changes neces¬ 
sary to ensure orderly and stable marketing 
of raw jute, including the maintenance of 
stocks in different season.s, which would 
enable a consistently increasing level of 
production of raw jute and jute goods to 
be maintained. Secondly, it will examine 
the adequacy of the existing institutional 
and other arrangements for the flow of 
financial credit and supplies and services 
required by growers in the production of 
raw jute and mesta and by co-operatives, 
other institutions and individuals, for the 
orderly marketing of the same, and to sug¬ 
gest improvements, including the setting 
up of a permanent body, if necessary, to 
keep these operations under constant re¬ 
view, and initiate essential changes and 
improvements from time to time, depending 
on the situation as it may develop. Third¬ 
ly, it will examine in detail th6'question 
of giving a uniform price to the jute grow¬ 
ers in different parts of the country as 
against the present system of equal price 
at mills' gates and make recommendations 
in this regard. The Jute Commissionw will 
be the vice-chairman of the committee. 
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Mr A^G.V. Subramaniam, Under Secre- 
tary» Ministry of Foreign Trade & Supply 
ODepartment of Foreign Trade), will be the 
member-secretary of the committee. The 
oommittee will submit its report within six 
months. 

ELECTRIC MOTORS FOR GERMANY 

For the first time an Indian firm has 
exported motors to West Germany. The 
first order just executed by the firm, Sie¬ 
mens India Ltd, was for 1,000 motois 
worth Rs 12 lakhs. The firm has also 
just exported cables worth about Rs 75 
lakhs to Singapore, the UAR, Iraq and 
Burma and switchgears worth about Rs 6 
lakhs to Spain, Venezuela, Australia and 
West Germany. 

COMMITTEE ON AUTOMATION 

A committee headed by Mr R. Venkata- 
raman. Member, Planning Commission, 
has been set up to determine the criteria 
of selectivity regarding the introduction 
of automation more clearly. The committee 
has been set up because there have been 
divergent views on the effects of automation 
on the country’s economy. Certain export- 
oriented industries have also pleaded for 
it to enable them to compete in foreign 
markets. Government’s policy in this res¬ 
pect has been in favour of introducing 
automation on selective basis and regula¬ 
ting technological advance consistent with 
the social good of the community. The 
following arc the members of the com¬ 
mittee: Mr G. Ramanujam, Mr Bagaram 
Tulpule, Mr Satish Loomba, Mr B. D. 
Somani, Mr Babubhai M. Chinai, Mr 
Naval H. Tata. Prof. V. M. Dandekar, 
Prof. V. R. Rao, Brig. B. J. Shahanoy and 
Dr G. R. Garud. The terms of reference 
of the committee arc to review the total 
of the operation of automation in 
fim^nterprises in the public and private 
sectors in which it has been already intro¬ 
duced. It will recommend criteria for the 
determination of specific areas and fields in 
which introduction of measures of automa¬ 
tion, including computers, may be permitted 
or restricted with due regard to (/) the need 
for raising efficiency and productivity 
in industry and trade, and in particular 
industries w'hich are export-oriented; (/i) 
the requirements of scientific research and 
development; (lii) the need for the timely 
tabulation, analysis, study, etc. of the large 
masses of data that arise in modem indus¬ 
try, trade, transport, etc., and (iv) the need 
for restricting theimport of foreign cquip- 
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meat for automation and for encouraging 
the use of such equipment manufactured 
in the country. It will recommend safe¬ 
guards for providing or mjiniitiising any 
harmful social efifects of the introduction 
of automation. It will also consider and 
make recommendations on any other relat¬ 
ed matters. The committee has been re¬ 
quested to submit its report within a peiiod 
of one year. 

COMMONWEALTH TEXTILE QUOTA 

Mr Anthony Crossland, President of the 
UK Board of Trade, in a statement in 
London stated that from January 1, 1972, 
the system of free entry for Common wealth 
textiles would be abolished and duties of 
6 } per cent on yarn, 15 per cent on cloth 
and 17 per cent on garments would be im¬ 
posed. Of these, the 15 per cent on cloth 
is the most important for this country which 
is the biggest Commonwealth exporter of 
textiles to the UK. Mr Crossland recog¬ 
nized that the new system would have 
the adverse efiect on this country 
w here the cost of production is the highest 
among Commonwealth countries and where 
no subsidy is paid to exporters by the 
government. Mr Crossland said that the 
harm done to this country would be taken 
into account when fixing Britain’s aid from 
1972. In other words, the implication is 
that what this country loses in the textile 
exports would, to some extent, be made up 
by aid. This is considered “a perverse 
and a retrograde Idea in that it would 
substitute benefits from trade by greater 
dependence on aid. 

E.C.M. MONETARY CO-OPERATION 

The six Common Market countries took 
a major step towards strengthening mone¬ 
tary co-operation recently by reaching ag¬ 
reement in principle to set up a new sys¬ 
tem of reciprocal drawing rights. The Com¬ 
munity’s finance and economic ministers 
asked their central bankers to work out the 
details of the new system in the autumn. 
The new “mechanisin'* is based on the 
Commission’s Barre Plan for closer econo¬ 
mic and monetary co-operation in the Com¬ 
munity, and is intended to provide short¬ 
term financial aid through central banks to 
member-states in economic difficulties. 
In October, the bankers will get together 
to decide how the system should opera¬ 
te in practice. They will have to find 
answers to such questions as the amount 
of the Six’s reserves that should be com¬ 
mitted to the new' arrangement, whether 
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or not drawing countries should pay inte¬ 
rest, and whether countries making use of 
the new facility should draw from all other 
five members or only those with strong 
reserve positions. 

I.M.F. PAPER GOLD SYSTEM 

Agreement has been reached in Paris by 
the Group of Ten (the ten richest indus¬ 
trial countries of the west) on the creation 
of ‘paper gold* or Special Drawing Rights 
fSDR) by the International Monetary Fund. 
The differences between the United States 
which wanted the largest possible amount 
of SDRs and of the wealthy Common 
Market countries which took u more con¬ 
servative attitude were resolved at a figure 
of 3.5 billion dollars of SDRs this year 
and three billion in the next two years. 
The September annual ministerial meeting 
of the IMF is scheduled to approve the 
compromise. In addition, there is to be 
in the next three years an increase of 
seven billion dollars in the existing credit 
mechanism of the Fund. 

NAMFJS IN THE NEWS 

Grant Advertising (India) P. Ltd, is the 
new name of Grant Advertising Interna¬ 
tional Inc. with effect from July 1, 1969. 
Mr Will C. Grant is the Chairman and Mr 
N. B. Vakil the Vice-Chairman. 

Hindustan Chamber of Commerce : MrK. 
Eswaran has been elected the President of 
the Chamber. He is the founder Director 
of Enfield India Ltd., manufacturers of 
Motor Cycles. Scooters and Engines. Hack- 
bridge-Hcwittic and Easun Limited, of 
which he is the chairman and managing 
director, is manufacturing high voltage 
transformers. 

Mr Ramnath A. Podar, President of the 
Federation of Indian Chambers of Com¬ 
merce and Industry, and Mr Pravinchandra 
V. Gandhi, President of the Indian National 
Committee of the International Chamber 
of Commerce, jointly felicitated Dr Bharat 
Ram on July 25, on his election as President 
of the International Chamber of Com¬ 
merce, the world organisation of busines- 
men enjoying consultative status category 
‘A* with the United Nations. Dr Bharat 
Ram is the first President of the Inter¬ 
national Chamber of Commerce to be ‘ 
elected outside Europe and North America. 
The International Chamber of Commerce 
was established in 1919 and has recently 
celebrated its fiftieth anniversary. 
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TISCO 

MR J. R. T>. Tata. Chairman of the Tata 
Iron and Sled Company l.td^ informed 
the shareholders of the company through 
a statement issued on July 18, 1969, that the 
results of company for the year 1968-69 
were somewhat less disappointing than in 
the preceding year largely because of the 
price increase granted by the government 
Ironi August 1968 onwards and a more 
remunerative pioduct-mi\ resulting from 
the increased production and sale of skelp 
and galvanised sheets. Because there was 
a three-month delay in sanctioning this 
price increase, the inadequate increase 
of Rs 40 per tonne in the steel prices 
was in force for eight months of 
1968 and thus averaged only Rs 27 
per tonne over the year as a whole. 
A substantial part of the increase in steel 
prices w’as absorbed during the year by 
further increases in costs due to factors 
beyond the control of the management. 
The company had once again represented 
to the government regarding the large 
increase in costs caused by various factors 
beyond the company’s control such as the 
increases in the wage bill, increased dearness 
allowance, wage board’s awards, increases 
in the prices of coal and other law materials, 
in freight charges and a variety of govern¬ 
ment imposts since 1964. 

The chairman referred to the various 
diBiculties being faced by the company 
due to the inadequate increases in prices 
allowed to the steel industry. The whole 
price structure of Indian steel, according to 
Mr Tata, is grossly distorted by the oppres¬ 
sive excise duties on steel against which the 
industry had protested innumerable times 
but to no avail. He further stated that the 
government collected Rs 70 crores annually 
from taxes on the steel industry out of 
which TISCO contributed no less than 
Rs 23 crores last year which was almost 
four times the profit of the company after 
taxes. The fact that both TISCO and 
JISCO have been unable to pay dividends 
from current profits shows that the steel 
industry in this country has made in¬ 
adequate profits. 

ORIENTAL FIRE 

The working results of the Oriental Fire 
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and General Insurance Co. Ltd, for the year 
ended December 31, J968, show that the 
net premium of the company had gone 
up by Rs 132.12 lakhs from Rs 902.38 
lakhs in 1968 to Rs 1,034.50 lakhs in the 
year under review. As a result, depart¬ 
mental reserves increased by Rs 84.05 
lakhs from Rs 520.75 lakhs in 1967 to 
Rs 604.80 lakhs in 1968. After providing 
additional reserves amounting to Rs 84.05 
lakhs , the gross profit for the year, subject 
to tax, was Rs 44.06 lakhs as compared 
to Rs 64.95 lakhs in 1967. After pro¬ 
viding Rs 13.00 lakhs for taxation and after 
taking into account the balance of Rs 51,412 
from the preceding year’s account, there 
was a surplus of Rs 31.57 lakhs out 
of which Rs 15.00 lakhs were trans¬ 
ferred to general lescrve and Rs 16.50 
lakhs to dividend reserve. 

The overall claims ratio (net claims to 
net premiums) has shown a rising tendency; 
it was 47.71 per cent in 1967 but it rose to 
56.39 per cent in 1968. This deterioration 
in the overall claims ratio, according to the 
chairman, Mr B. R. Bhide, w^as due to the 
adverse experience in the marine depart¬ 
ment. The overall ratio of expenses of 
management and commission to net pic- 
mium, however, showed slight improve¬ 
ment from 39.28 per cent in 1967 to 
37.86 per cent in 1968. 

The investments of the company at the 
end of 1968 totalled Rs 853.07 lakhs as 
against Rs 754.49 lakhs at the end of 
the preceding year. The directors have 
recommended a dividend at the rate 
of 15 per cent subject to deduction of tax 
at the presciibed rates. 

BHARAT STEFT, TUBES 

Bharat Steel Tubes Ltd, a leading manu¬ 
facturer of steel tubes and pipes, made 
substantial progress during the year ended 
March 31, 1969. The company’s total 
sales have increased to Rs 10.86 crores 
from Rs 8.66 crores during the previous 
financial year of 15 months, representing 
an average increase of 56.7 per cent. The 
company has been declared by the Engi¬ 
neering Export Promotion Council as the 
largest exporter of sjteel tubes from our 
country during 1968-69. The value of 


exports increased to Rs 4.23 crores during 
the year ended March 31,1969, fTdmRjs. 2.51 
crores during the previous financial year of 
15 months showing an average increase 
of 111 per cent. The company has expor¬ 
ted substantial quantities to the sophisti¬ 
cated markets of the USA, Australia and 
New Zealand. 

The gross profits for the year amounted 
to Rs 1.24 crores as compared to Rs 63.75 
lakhs in the previous financial year. After 
deducting depreciation at Rs 23.34 
lakhs, development rebate reserve at 
Rs 45.11 lakhs and expenses on issue of 
shares during the year at R.s 1.32 lakhs 
and after adding the surplus of the previous 
year at Rs 13.13 lakhs, there was a net 
balance of Rs 67.56 lakhs. The directors 
transfer!ed Rs 67 lakhs to general reserve 
and a surplus of Rs 56,000 was carried 
forward. The total reserves and surplus 
on March .31, 1969, totalled Rs 1.13 crores. 

The directors have recommended pay¬ 
ment of dividend at the rate of 10 per cent 
per annum on equity shares after clearing 
all arrears of dividends on 9.3 per cent 
cumulative redeemable preference shaies 
and on 9.5 per cent cumulative redeemable 
preference shares up to the end of Match 
31, 1969. The total dividends amounting 
to Rs 26.60 lakhs will be paid, when 
declared, out of the general reserve. 

The company is expanding its galvaniz¬ 
ing facilities. The new galvanizing plant 
will be commissioned by October this year 
when the company will be able to produce 
additional quantity of about 20,000 tonnes 
per annum. This will enable the company 
to increase its sales in the domestic and 
export markets. 

MAFATLAL FINE 

The Mafatlal Fine Spinning and Manu- 
factuting Co Ltd has reported encouragiltg 
working results during the year ended 
March 31, 1969. The year’s results are 
after the amalgamation of the Sassoon 
Spinning with Mafatlal Fine. The compo¬ 
site units sales amounted to Rs 23.55 
cTOics. The company earned a gross 
profit of Rs 193.60 lakhs; after providing 
Rs 132.56 lakhs for depreciation^ Rs 32.41 
lakhs for statutory development rebate 
reserve and Rs 2,033 for tjebenture issue 
expenses, there was a net profit of Rs 28.63 
lakhs. After taking credit for refund 
of taxes and tax certificates, the amount 
available for disposal was Rs 32.19 lakhs.. 
The cjirectors have provided Ks 2.40 lakhs 
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fbt additional taxation in previous years 
and transferred Rs 10 lakhs to debenture 
redemption reserve. The balance of 
Rs 19.79 lakhs has been transferred to 
general reserve No. 2. Ihc proposed 
dividend of Rs 17 per share on 215,808 
ordinary shares will absorb Rs 36.69 lakhs; 
preference dividends will absorb Rs 1.86 
lakhs. 

CELLULOSE PRODUCl'S 

Cellulose Products of India Ltd has 
decided to maintain its equity dividend for 
the year ended March 31, 1969, at Rs 
12 |H;r shujc. The company has shown 
improved results for the year with an 
increased gross profit of Rs 30.54 lakhs as 
compared with Rs 26.75 lakhs for the 
previous year in the wake of a rise in sales 
from Rs 1.36 crorcs to Rs 1.69 crores. 
Of the gross profit, depreciation claimed 
Rs 11.61 lakhs, taxation Rs 7 lakhs, 
development rebate reserve Rs 100,000 
and managing directors' remuneration 
Rs 1.68 lakhs, leaving a net profit of 
Rs 9.25 lakhs against Rs 4.50 lakhs. 
With credit amounting to Rs 1 .80 
lakhs, the total disposable surplus 
was Rs 11.05 lakhs out of which a sum of 
Rs It lakhs was transferred to general 
reserve and the balance of Rs 5,391 was 
carried forward against Rs 696 brought 
in. The proposed preference and cquit> 
dividends umounting Rs 1.38 lakhs and 
Rs 3.60 lakhs. resjHx;tivel>, will be paid 
out of general reserve. 

MALWA VAN ASP ATI 

The Malwa Vanaspti and Chemical Co. 
Ltd has reported better results for 1968. 
The company has made a profit of Rs 19.15 
lakhs against a loss of Rs 11 lakhs in the 
previous year after providing Rs 5.73 
lakhs for depreciation, Rs 24,373 for 
development rebate reserve, Rs 89,202 for 
managing agents* remuneration and 
Rs 3.24 lakhs for bonus to employees. 
The amount has been adjusted against the 
loss brought forw'ard, income-tax and 
general reserve. The directors have decided 
to expand the capacity of (he vanaspati 
plant from 50 tonnes to 100 tonnes a 
day. 

TELCO 

Tata Engineering and Locomotive Co. 
Ltd proposes to issue to the public 50,000 
debentures of Rs 1,000 each carrying 
interest at 7.75 per cent per annum. The 
debentures are payable between October 1, 
1976» and September 30, 1981. Thepru- 
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ceeds of the issue will bo utilised to finance 
part of the capital cost of the company’s 
expansion and diversification projects. 
The existing debentures of the company 
carry an interest of 7.5 per cent. As at 
the end of March 31, 1969, the debenture 
capita] stood at Rs 5 crores. In September 
1965 the company made a debenture issue 
of Rs 2 croies. As it is felt that the amount 
of Rs 5 crorcs required by the company 
for its capital ciiuipmcnt programme 
may not be raised if the debentures arc 
offered solely to the equity shareholders, 
it is proposed to obtain the consent ol the 
shareholders to issue the debentures of 
Rs 5 crores by private or public subscrip¬ 
tion to persons or institutions whether 
shareholders of the company or not. 

Ihc company made good progress for 
the year ended March 31, 1969. Output, 
sales and profits showed an improvement. 
The company's turnover increased from 
Rs 95 crores to Rs 106 crorcs, production 
increased from J 9,540 to 22,416 vehicles, 
representing 94 per cent of licensed capacity 
and the demand of the company’s products 
was Niislaincd at a high level in spite of 
the recessionary trends in the country. 

F.ID-PARRY 

LID-Puny Ltd lus c<irncd a reduced 
pre-tax profit of Rs 44.63 lakhs for the 
half-year ended March 31, 1969, against 
Rs 83.(>0 lakhs for the first half of last 
year and Rs 269.05 (akhs for the whole 
year ended September 30, 1968, Its total 
sales amounted to Rs 34.20 crorcs against 
Rs 30.15 crorcs in Ihc first half of 1967-68. 
The setback in working in the first half 
of the current year is attributed largely to 
the severe drought in the group’s area of 
operation in Andhra Pradesh, Tamil Nadu 
and Mysoic, resulting in a lull in the 
demand for fcrtiliscis. The group's overall 
profits arc always larger in the second half 
of the year than ill the first half, Ixjcausc the 
main fertiliser season falls in the latter half 
of the >car. The directors expect that 
profits in the second half year would exceed 
those of the lirsi half. Nevertheless, it 
scenis certain that the group profits for the 
current year would be substantially less 
than the level recorded last year. The 
directors, how ever, I'ccl that the temporary 
halt to the upward trend in profits should 
not cloud the outlook for the future which 
is still a higher plateau of profits. The 
group should pursue its policy of long¬ 
term development in the new fields of 
activity. With this end in view, and to 
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bring about a better balance between 
owned capital and borrowed funds, it is 
proposed to raise fresh capital in the near 
future. 

SHREK GOPAL PAPER MILLS 

The board of directors of Shree Gopal 
Paper Mills Ltd has announced a second 
interim dividend at 5 per cent for ordinary 
share for the year ended December 31,1968. 
Earlier, the board had announced the first 
interim dividend in May last year which 
was also at five per cent making a total of 
10 per cent which, according to the boards 
may be the company’s total dividend for 
1968. 

A second interim dividend is also being 
paid in respect of preference shares which, 
with the first interim dividend announced 
in June last year, completes the payment 
at the stipulated rates to the preference 
shareholders. The directors have also 
announced interim dividend for the current, 
i.c., the half year ended June 30, 1969, 
at the rale of 6.25 jicr cent on ordinary 
shares and at 7.80 per cent per annum on 
first preference shares and 9.10 per cent 
per annum of second preference on shares. 

The working of the company is stated 
to be satisfactory both in 1968 and in the 
current yciir. Production of paper in 
1968 was 38,970 tonnes and sales 38,845 
tonnes against 35,959 tonnes and 35,526 
tonnes respectively iji 1967. Because of 
the increase in paper price that took effect 
from May 13, 1968, the working results 
for the year 1968 will be better than those 
for 1967. In respect of the first half of 
the current year, production of pujicr was 
19,307 tonnes and sales 19,239 
tonnes against 18,582 tonnes and 18,120 
tonnes respectively during the first half of 
1968. Because of another price increase 
from March 29, 1969, the directors are of 
the view that the working icsults for the 
current year should be even better than 
those for 1968. The working also conti¬ 
nues to be satisfactory in the stationery, 
vanaspati and cans and containers sections. 

lict:nces and letters of intent 

The following licences aud letters of 
intent were issued under the Industries 
(Development and Regulation) Act, 1951, 
during the fortnight ended April 5, 1969. 
The list contains the names and addmscs 
of the licensees, articles of 
typos of Ucences--New undertakiQ|LijA^); 
New Article (NA); 
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(SE); Carry on Business (COB); Shifting 
—and annual installed capacity. 

WEEK ENDED MARCH 29 & 
APRIL 5, 1969 
r.iCENrrD issirn 

Fuels 

M/s Modem Sudaindih Colliery Co., 
P.O. Pathardih, Distt. Dhanbad, (Bihar) 
Coal -am tonnes fCOB). 

Electrical Kquipment 

M/s American Refrigerator Company 
Ltd, 20/A, Najafgarb Road, New Delhi-15. 
(West Bengal)—shifting from Calcutta to 
Poona (Maharashtra)- (Shifting). 

Industrial Machinery 

M/s Tata Iron & Steel C'o. I td, Bombay 
House, 24, Bruce Street, Fort, Bombay. 
(Bihar)—alloy steel ball bearing rings— 
(90—200 mm dia)—two million numbers 
on three shift basis (N.A). 

Chemicals 

M/s Bharat Insulation Co, B-32, Waglc 
Industrial Estate, Road No. 18, Thana, 
Bombay. (Maharashtra)—wire enamels— 
60 tonnes (NA); M^s Sandoz (India) 
Ltd, Sandoz House, Dr. Annie Besant 
Road, Worli, Bombay-18. (Maharashtra)— 
granular formulations based on parathion 
—30 tonnes (SE). 

Textiles 

M/s Shrec Gouri Shankcr Jute Mills 
(P) Ltd, 7-Vivckanand Road, Caiculta-1. 
(West Bengal)- -Jute carpel backing cloth— 
—50 broudlooms to produce 2540 tonnes 
of carpet backing cloth—(SE); M/s Tita- 
ghur Jute Factory Co. Ltd, 3, Clive Row, 
Calcutta. (West Bengal)—Jute carpet 
backing cloth—80 looms to produce 4064 
tonnes of carpet backing cloth (SE). 

Food Processing Industries 
M/s Kaira District Co-oiwative Milk 
Producers' Union Ltd, Anand (Gujarat) 
(Cuijarat)—Baby food -7500 tonnes alter 
csptinsion (SE). 

I.ETTFRS OF INTFN r 

r.Icctrical Equipment 

M/s Amco Batteries Lid; M>sojc Road. 
BangaIorc-2<). (Mysore)'Dry Cells—60 
million Nos. (NA); Shri C. L. Anand 332-A 
Sri Kandeth Lane. Raipuram Emakulam 
(Kerala.)—Dry Cells— 60 million nos (NU); 
Shri D. D. Lakhanpal Ashyana 5th Road, 
Khar, Bombay-52-AS. (Gujarat)''-Dry 
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Cells—60 million nos (NU); M/s M. P. 
Taparia, Giri Kunj, 71, Marine Drive, 
Bombay-2. (Rajasthan)—dry cells—60 
million nos (NU); M/s Havero Industries 
Private Limited. Tndu.strial Estate, Lal- 
baug, Bombay-12. (Maharashtra)—dry 
cells-’ 48 million nos (SE); M/s Metal Lamp 
<2aps (India) Pvt. Ltd, 2, Murphy Road, 
UJsoor, Bangalore-8. (Mysore) Manufac¬ 
ture of additional ranges of lamp cups 
fSE). 

Machine Tools 

M/s Forbes Foibcs Campbell & Co. Ltd, 
Forbes Building, Home Street, Fort, 
Bombay. (Maharashtra)—high speed air 
tools having 20,000 rpm, 35,000 ipm, 
45.000 rpm and 90,0(M) rpm - 1,200 nos 
(NA). 

Commercial Equipments 

M/s International Coniputors Indian 
Manufacture Ltd, P.B. No. 316, Bombay-1. 
BR. (Maharashtra)—hand vcrilicis -250 
nos.; sorters—205 nos.; tabulators—53 
nos.; elcclric punclics—265 nos.; electric 
vcriliers 2(K) nos.; reproducers 91 nos.; 
collators —116 nos.; interpreters- -106 nos,; 
calculators- 14 nos.; gang punches—16 
nos.; paper tape pimchos and vori6ers-«-55 
nos.; hand punches —3700 nos (SE). 

Chemicals 

Shri Jayanti M. Shah, “Majur*’, Opp. 
Pragati Bus Stand, University Road, 
Ahmedabad-9. (Gujarat)- heavy duty high 
density polythene sacks--35 lakhs, heavy 
duty PVC sacks 15 lakhs (NU). M/s Alta 
Laboratories Ltd, Vissonji Park, Naigum 
Cross Road, Dadar, Bojnbay-14. DD. 
(Maharashtra)—monochloroacetic acid - 
300tons; paiahydroxy benzoic acid -2(K) 
tons; methyl esters - 100 tons; propyl 
esters- 25 tons; butyl esters-' 12 tons; 2-4, 
Dichloroplicnol 500 tons; salicyladchyde 
54 tons; coumarin—30 tons (NA): M/s 
Poison Ltd, 65-B, Dockyard Road. 
Ma/agaon, Bombay-10 (Bihar) calcium 
caseinate 312 tonnes (NA). 

Textiles 

Secretary to the Govt, of West Bengal, 
Cottage & Small Scale Industries Deptt., 
Calcutta. (West Bengal)— 1,500 spindles for 
the manufacture of spun silk yarn and 210 
spindles for the manufacture of voil silk 
yarn (NU). 

Fermentation Industries 
Shri Mahendra Kumar Jajodia, D-216, 


August 1, 1969 

Defence Colony, New Delhi, (Andhra 
Pradesh)—Beer—50,000 H.L. (NU); Har. 
yana State Industrial Development Corpn., 
South Eastern Hall, Tst Floor, Punjab 
National Bank House, Bank Square, 
Sector-17, Chandigarh-17. (Haryana)— 
Beer—50,000 H.L. (NU). Punjab State 
Industrial Development Corporation Ltd, 
74-Sector 5, P. B. No. 81, Chandigarh. 
(Punjab)—Beer—50.000 H.L. (NU); Shri 
Prahladrai Dalmia, 49/63, Nayaganj, Kan¬ 
pur, U.P. (Rajasthan)-Beer—50,000 H.L. 
(NU). 

Food Processing lndustrie.s 

Punjab State Industrial Developinent 
Corporation Ltd, P. B. No. 81, Chandigarh 
(Punjab)—maize starch—2,000 tonnes; 
liquid glucose 1,900 tonnes; maize and 
germi dried—450 tonnes; gluten—600 ton¬ 
nes ; husk line & coarse bran and extract — 
600 tonnes (NU). M/s Sukhjil Starch & 
Chemicals Ltd, Sarai Road, Phagw'ara, 
(Punjab)"~liquid glucose 7,500 tonnes; 
dextrose—3,000 tonnes; com steep liquor 
3,000 tonnes (NA). 

CHANGE IN NAMES 

(Information pertains to particular licences 
only) 

From M/s Waman Hari Pclhe, Bombay. 
(Change of name) to M^s Pethc Textiles 
Ltd; From M/s J. K. Steel Ltd, Calcutta. 
(Change in Name) to M's J, K. Steel & 
Industries Ltd.; From M/s J. B. Advani 
Ocrlikon Electrodes Private Ltd (Change 
in Name) to M/s Advani Oerlikoo Private 
Ltd; From M/s Hukumchand Mills Ltd 
(Change in Ownership) to M/s Swastik 
Textile Trading Co. Ltd, Bombay. 

LICENCES REVOKED/SURRENDERED 

(Information pertains to particular licences 
only) 

Dr. Kanshi Ram Gauri, Ghaziabad— 
rubber contraceptives & billigenic active 
compound food dyestuff; M/s Merck Sharp 
& Dhomc of India Ltd, Bombay multi¬ 
vitamin tablets and analgesic tablets; 
M/s Madras Tube Co. Ltd—E.R.W. tubes; 
M/s Karur Mills Ltd, Karur.^adras— 
cotton yarn; Srec Shankara Textiles Mills 
Ltd, Davangerc, Mysore—cotton yarn; 
Asian Industries Corp., Bombay—cotton 
yarn; M/s Sri Anjaneya Cotton Mills, 
Davangerc, Mysore—cotton yarn; M/s 
Madras Spindle Cq. Ltd—spindles and 
Butted rollers. 
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COMPANY MEETIGNS 

THE TATA IRON AND STEEL COMPANY LIMITED 

Chairman’s Statement 

The following is the statement of Mr. J.R.D. Tata, Chairman of the Tata Iron & Steel 

Company Limited, for the year 1968-1969. 


To tho Members. 

Although the results of the year under lcviev^ have been 
somewhat better than those of the previous year, the condi¬ 
tions under which our Company and the whole steel industry 
operated remained basically the same as in the previous 
year. We and our colleagues in the industry have continued 
to sufler from the same relentless squeeze between costs and prices, 
from the same resulting lack of adcqu^le resources to plough back 
into modernisation^ diversification and growth, and from the 
same confused and unpredictable political situation in the States 
in which the private sector has its plants. In fact most of what 
I said in my statement last year is just as true today as it was then. 

Changes—Bad and Good 

2. Taking the country as a whole, however, there have been 
a few significant changes, some for the better and some for tlic 
worse. On the debit side is the delerioration in the law and order 
situation in many parts of the country, and an alarming increa.se 
in the resort to violence for the redress of grievances and for the 
achievement of political objectives. The problems faced by 
Government at the Centre and in the States arc admittedly 
complex and difficult. Some of them arc of such a nature that 
their solution must necessarily take many years during which all 
that can be expected from Government is patience, tact and a firm 
adherence to principles and long-term national objectives. Others, 
on the other hand, can and must be solved by urgent and positive 
action, too often replaced these days by indecision and delay 
which only aggravate the problem. 

3. One particular item, which clearly calls for immediate 
and decisive action, is the open challenge of one party in the 
country which has now brazenly announced its objective as being 
“to break the Constitution from within*’ and to bring about a 
class war in the country as a means of captuiing power, 

4. On the credit side is the welcome picture of increased 
strength presented on balance by the Indian economy during the 
past year. Thanks to a great extent to the improved agricultural 
output of the countiy, the inflationary trends have been, if not 
arrested, at least slowed down; the industrial recession is dis¬ 
appearing particularly in regard to the demand for steel; exports 
have soared to new heights and the investment market has staged 
a significant recovery from many long and languishing years of 
depression. 

5. The business and industrial community has had reason 
over the years to criticise Government for their economic policies 
and the resulting failures and shortcomings in our economy. It 


is only right, therefore, that wc compliment them on the substantial 
progress made in agricultural production, which has led to some 
degree of stability in food prices, and on the sucess of their 
export drive both of which were largely the result of Government 
strategy and action. 

Ideology 

6 . It is a pity that Government continue to deny us the 
pleasure of congratulating them also on their industrial policies 
which arc still heavily swayed by ideology and by an obsolete 
and incorrect interpretation ol socialism as it has evolved in the 
world over the years. The clamour for the nationalisation of 
banks, which can achieve no useful purpose that cannot be 
achieved by social control, is a typical example of the injection 
of political expediency into purely economic affairs. 

7. The sound and w^elcomc trend towards a liberalisation of 
licensing policies seems to have receded. As a result, the expansion 
of the country’s industrial base has slowed down dangerously 
and the slow progress in the development of consumer industries 
is not only retarding the march of I he economy as a whole, but 
also laying the foundations lor an aggravation of inflation in the 
future. This will be inevitable if the mounting demand for con¬ 
sumer goods generated by higher earnings, particularly in the 
agricultural sector, tails to be met by an increase in the supply 
of goods. Here again, ideology raises its head. The Planning 
Commission and powerful elements in Government advocate 
that consumer industries should be made the exclusive preserve 
of small-scale industry and denied to large-scale organised 
industry. 

Lsconomic Power and the Mythical Crorc 

8 . The alleged need to prevent a mythical concentration of 
economic power in private hands has become the fashionable 
slogan of the day in leftist circles and has led the latter to an 
absurd interpretation of bigness in the modern world. A crore 
has become the magic ligurc and the symbol of bigness and there¬ 
fore o( monopoly. Consequently, any project of a crore or more 
must be denied to the Private Sector and reserved for the Public 
or Cooperative Sector, it docs not seem to be appreciated in such 
quarters that a crorc means little more than about ten lakhs thirty 
years ago, both because of the debasement of the currency and 
because of the much greater investment in plant and equipment 
required to be made in modern industry. 

9. In other countries, the industrial progress of which India 
aims to emulate, industrial projects or ventures of £550,000 or 
S 1.3 million, equivalent to Rs 1 crore, would rightly be considered 
small-scale enterprises. In our own industry even the sniiallcst 
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sled plant, bused for instance on a couj>lc of small dccliic fur¬ 
naces, a continuous casting train and a rolling mill, which would 
Isc a ^ cry small unit by any standard, would cost, w ith all ancillary 
facilities, at least ten times our socialist friends’ magic crorc. 

The Ycar'.s Results 

M). ('oniing to our own allaij s, the results of the year wcjc 
somewhat less disappointing than last year’s, thanks largely to 
the price incrciisc granted by Governmem from August 1968, 
and to a more remunerative product-miv resulting from the in¬ 
creased production and siile of skelp and galvanised sheets. On 
the other hand, because of a three months’ delay in sanctioning 
it, the inadequate increase of Rs 4<) per tonne in steel prices was 
in force for only eight months of the year and thus averaged 
only Rs 27 per tonne over the whole year, f urthermorc, a subs¬ 
tantial pai t of the increase was absorbed during the year by further 
increases in costs due to factors beyond management’s control. 

11. We have once again in a representation drawn Govern¬ 
ment’s attention to the large increases in costs caused by various 
factors beyond the Company’s control, such as increases in the 
Company's wage bill due to increased dearness allowance and 
wage Board awards, increase in the prices of coal and other 
raw materials, in freight charges and in a variety of Government 
imposts which have taken place since 1964. We have pointed out 
the substantial extent to which the small price increases sanc¬ 
tioned by Government in 1967 and 1968 ha\’c left these costs 
uncompensated. 

Steel Prices-the Basic Fact5» 

12. In my Statement last year, I reviewed the history of steel 
prices, a subject which has unfortunately l>ccome controversial 
and the basic facts of which seem to be forgotten or ignored. 
In view of the crucial importance to us of the subject, 1 shall devote 
to it most of the rest of my remaiks. The facts underlying steel 
prices are straightforward and simple and should be quite un- 
controversial. 

13. Steel, along with electric power and basic chemicals, 
is universally recognised as one of the most important elements in 
the industrial infrastructure of any country, because of its impact 
on all other industries. It is, therefore, in the vital interests of 
the country and of the secondary industries depending on these 
key industries, that the latter be kept healthy and efficient. It is, 
of course, also in the interests of user industries that the price 
levels of the products and services of these basic industries Nhoiild 
be kept as low as possible. 

Tlie Problem.... 

14. The problem is to reconcile these two objectives in deter¬ 
mining from time to time what such price levels should be. I 
submit that this should be done on the basis of the answers to 
the following questions : 

fi) Are current steel prices adequate to enable well- 
managed steel plants to meet the criteria of efficiency, 
low cost, quality and product range? 

(ii) Are the domestic prices charged by the steel plants in 
India higher or lower than those charged by the steel 
plants in other countries ? 
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(iii) Docs the Indian-steel industry make excessive profits? 

(iv) If the answers to the above questions point to a 
necessity to raise price.s, will it place an excessive 
burden on steel users? 

.,. .aiul Answers 

15. The answer to the fust of these four questions is clear: 
no capital-intensive industry can maintain high efficiency without 
a continuous investment in new plant and equipment for replace¬ 
ment and modernisation, and in research. In turn, no such 
investment is possible without an adequate generation of resources 
from current operations to linance a part of such investment and 
to support fresh borrow ing and/or capital issues for the balance. 
The price structure must, therefore, provide fully for the normal 
erosion of assets, f.t*., for the depreciation, cost of borrowed money 
and for a reasonable return on capital. 

16. The price structure imposed year after year on the Indian 
steel industry has clearly failed to meet these requirements in 
respect ot cither works costs or overheads. As against increases 
in works costs since 1964 totalling Rs 130 per tonne, due solely 
to factors beyond the industry's control, mentioned earlier. 
Government have allovsed price increases of only Rs 88 upto 
August 1968. 

17. In regard to overheads, the 7‘arill Commission, at Us 
last enquiry held into the affairs of the steel industry in 1962, 
had recommended that steel prices should include Rs 172 per * 
tonne lor depreciation and return on ‘‘a notional standard gross 
block” of Rs 1,3(X) per capacity-tonne. Government arbitrarily 
cut the provision to Rs 156, by reducing the .standard block to 
Rs 1,176. In fact, today the average capital cost of the Jamshed¬ 
pur plant is about Rs. 1,640 per tonne and is steadily rising as old 
equipment is replaced by new, while the average of the three 
Hindustan Steel plants is in the neighbourhood of Rs 2,500 per 
tonne. 

18. Similarly, Government cut down the figure of Rs 9 per 
tonne at 5 % on working capital recommended by the Commission 
by Rs 3. Today, not only has the quantum of working capital 
increased l-iecausc of the higher costs of inventories, but the rate 
of interest has nearly doubled. 

19. Tlius, between uncomivensated escalation cost increases, 
depreciation, interest on working capital and return on block— 
out of which, it is important to note, must come bonus to em¬ 
ployees, management costs, taxes, dividends and minimum 
accretions to reserve for plough back—current steel prices arc 
short of requirements by not less than Rs. 116 per tonne in the 
case of Tata Steel. This is the increase we have requested, out of 
which Government would in any case take back Rs 58 in income- 
tax. 

20. The answer to the first question is, therefore, that current 
steel prices are not adequate to enable steel plants to meet the 
above-mentioned criteria of efficiency, low cost, quality and 
product range. 

21. The aoswtf to the second question, whether the prices 
charged by the Indian steel plants are higher or lower than those 
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dialed by steel plants in other countries, is that, excluding excise 
duty, the Indian ex-works price of steel in a representative product- 
ihix is about Rs. 655 against Rs 835 in the UK. Rs 1,070 in the 
USA, Rs 790 in Japan, Rs 795 in West Germany and Rs 785 
in Australia. In alt cases, therefore, Indian steel producers, 
get less for their steel than their counterparts in the major steel- 
producing countries of the world and to that extent they subsidise 
steel-using industries and other consumers. 

Oppressive Excise Duties 

22. The whole price structure of Indian steel is grossly dis¬ 
torted by the oppressive excise duties on steel against which we 
have protested innumerable times, but to no avail upto now. 
Starting with a levy of Rs 5 per tonne of finished steel in 1935, 
which remained unchanged till 1957, this pernicious impost has 
progressively increased to the present average figure of Rs 150 
per tonne on our product-mix. While no one can dispute the 
need for taxes for development—and we arc all aware of the 
tremendous problem faced by the Finance Minister in raising lax 
revenues*--there is an unanswerable case against taxing heavily 
a product like steel, the principal raw material for all engineering, 
construction, transportation and many other industries. No 
other country, to my knowledge, has imposed an excise duty on 
steel. The objection to the Indian excise duty is all the greater 
because of the magnitude of the impost. Government collect 
over Rs 70 crorcs annually from this source, of which we contri¬ 
buted no less than Rs 23 crorcs last year, which is almost four 
times our profits after tax! Wc have unfortunately failed upto 
now to convince Government of the imperative need to reduce 
excise duties on .steel and can only hope (hat the facts of the case 
themselves will, in due course, persuade Government to do so. 

23. The answer to the third question, whether the Indian 
steel industry makes excessive profits, is clear from the fact that 
we and Indian Iron arc unable to pay dividends from current 
profit. 

24. The answer to the fourth question, whether steel consu¬ 
mers can afford an increase in steel prices, is admittedly, more 
difficult, but an objective assessment of the various elements and 
factors must dearly show that the answer is in the affirmative. 
For instance, an increase of the order of Rs 100 per tonne in the 
cost of steel annually purchased by the Railways—the largest 
single consumer of steel in the country—would come to about 
0.7% of their annual expenditure. 

25. In the case of engineering products, the percentage of 
their selling prices represented by the cost of steel naturally 
varies according to the steel content of each product. It ranges, 
for instance, from about 2% in a typewriter to 24% in a railway 
wagon. Hence, an increase of Rs 100 or so, equivalent to about 
11 % of present selling prices of steel, inclusive of fieight and 
excise duty, would represent only about 0.2% to 2.5% of their 
respective selling prices. 

26. What the engineering industry really suffers from today 
is not an excessive price for mild steel but the Jack of an adequate 
variety of steels, particularly quality steels. The steel industry 
cannot expand and diversify into these additional varieties ot 
steel without the financial resources required for research and 


development and the creation of the necessary specialised 
capacity. 

27. It does not seem to be realised in our country that, so 
far as engineering products are concerned, ordinary mild steel 
has virtually ceased to be used in the world and alloyed and other 
forms of quality steels have now almost totally replaced them. 
Therefore, if Government arc really anxious to encourage exports 
of engineering goods, they, surely, should themselves encourage 
the steel producers to enlarge the range of steels made In the 
country and allow them the financial means of doing so. 

28. Being our.<clvcs closely involved in the engineering 
Industry, 1 hope its members will not mind my suggesting that 
it would be far more in their interests to agitate for the rapid 
development of the manufacture of the wide variety of fiat-rolled 
and other special steels they need and which their counterparts 
in other countries have in abundance, rather than to resist a small 
increase in the price of ordinary mild steels. 

29. It is a remarkable fact that, amongst the basic industries 
mentioned earlier, it is only in the case of steel, that Government 
deny to efficient producers prices which cover costs, depreciation 
and a reasonable return. To sacrifice the basic needs of the steel 
industry, perhaps the most important of all national industries, 
by charging excessively high excise duties on steel, is nothing less 
than to sacrifice the national interests. 

A Conclusive Case 

.30. Concluding this analysis of the problem of steel prices 
1 submit that there is an irrefutable case lor an upward revision 
in steel prices which can be denied only at the cost of a gradual 
decline in the Indian steel industry's capacity to meet the coun¬ 
try’s needs, with disastrous consequences to its future industrial 
growth. I hope events will disprove the somew'hat gloomy 
newspaper reports recently announcing u determination on 
the part of Government not to consider any price increase. 

Abolition of Managing Agencies—Two Consequences 

31. As shareholders arc awatc. Parliament have enacted 
legislation to implement Governmenrs decision to abolish the 
managing agency system by April 1970. As 1 discussed the , 
subject at length in my Statement last year, f wish only to 
touch upon two aspects of the matter, not publicly discussed 
upto now and which Government evidently had not taken into 
account when they decided to destroy the managing agency 
system. 

32. Firstly, as recent events in stock exchanges have high¬ 
lighted, attempts are made from lime to time by individuals or 
groups to capture control of a company for speculative purposes 
or, possibly, with a view' to deriving personal profits in various 
ways from the operations of the company. Undei the managing 
agency system, such capture of management control was difficult, 
because management control was in the hands of managing 
agents under period agreements approved by shareholders and 
Government. Even if voting control were acquired in a 
company managed by managing agents, the new possessor 
of such control would find it difficult, if not impossible. 
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to acquire tlic management control necessary to enable 
him, through speculation based on internal knowledge 
or from commissions on sales and other devices, to exploit his 
voting power to his benefit. There was thus a real deterrent 
to such raids in the stock exchange. 

33 . One result of the abolition of the managing agency 
system will thus be to render companies previously^'using that 
system of management vulnerable and possibly defenceless against 
such raids. That the transfer of management powers resulting 
from such raids will be to the detriment of the companies and, 
therefore, of the shareholders themselves, seems obvious, for it is 
difficult to believe that speculators would undertake the risks 
of cornering the shares of a company except with the object of 
gaining control over its management with a view to making profits 
for themselves out of the company’s funds and operations, which 
they could not have made otherwise. 

34 . In this context, it is heartening to find that Ciovernment 
seem to have awakened to the dangers involved in such piratical 
raids. 1 am aware that the drastic step they have taken to abolish 
forward trading in shares will be resented and disapproved of in 
some quarters but I, for one, welcome it and congratiilalc Govern¬ 
ment on a rare example of decisive action on their pari. 

35. The other point to which I want to draw Government s 
attention is that by abolishing the managing agency system, 


instead of preventiag the concentration of economic ,power which 
was their principal purpose in taking such a stop, they wilj have 
facilitated and encouraged such concentration, and in a parti¬ 
cularly harmful form. Managing agents operating under con¬ 
tracts approved by shareholders and Government and subjected 
to specific restraints and controls in fact exercise very little real 
economic power, as I know only too well from personal experience 
over the last forty-five years. On the other hand, the acquisition 
of control over the management of companies through stock 
exchange manipulations or other means by wealthy speculators 
devoid of scruples and managerial experience for the purpose of 
quick personal profits, will represent a real and vicious form of 
concentration of economic power in private hands. 

36. May 1 conclude by expressing once again, on your belvilf 
and on behalf of the Directors, appreciation to the management 
and employees of the Company for their efforts to improve the 
w'orkingof the Company during the past year? In these turbulent 
days when indiscipline, subversion and violence stalk the land, 
it is heartening to find the Jamshedpur community of workers 
continuing year after year to maintain industrial, social and 
communal peace in their city and thus setting an example of good 
sense, maturity and civic responsibility for others to emulate. 

J. R. D. Tata 

Bombay, 18th July, 1969. Chairman. 


THE ORIENTAL FIRE AND GENERAL INSURANCE CO. LTD. 

Speech on the Report and Account, 1968, by the Chairman, Shri M.R. Bhide 


Gentlemen, 

J have great plcasuic in welcoming you all to the Twcntylirst 
Annual General Meeting ol the Company. The report. Accounts 
and Balance Sheet for the year ended 31st December. 1968 are 
already in your hands and with your permission 1 propose to take 
them as read. 

(2) At the outset, I mention with deep regret the sudden and 
sad demise of our illustrious President, Dr. Zakir Husain on 
3rd May, W69. I^r. Zakir Husain’s death is a stunning blow 
to ihecntire nation. He was a symbol of Indian Unity, Secularism 
and Patriotism. An anguished Nation and the lovers of peace 
throughout the world have lost a valiant leader. His life will be 
a shining example for the present generation. 

(3) The Insurance (amendment) bill 1968 has been passed by 
the Parliament and has now become an Act effective from 1 st June, 
1969. The main object of the Act is to provide for the extension 
of social control over insurers carrying on general insurance 
business. I hope this will help the general insuiancc industry to 
develop on sound lines. 

(4) Turning to the results of the year’s working, the net 
premium of the company has gone up by Rs 132.12 lacs from 
Rr. 902.38 lacs in 1967 to Rs 1,034.50 lacs in 1968. Asa result 
departmental reserves have gone up by Rs 84.05 lacs from 
Rs 520.75 lacs in 1967 to Rs 604.80 lues in 1968. After providing 


additional reserves amounting to Rs 84.05 lacs, the gross profit 
for the year subject to tax is Rs 44.06 lacs compared to Rs 64.95 
lacs in 1967. After making provision for taxation to the extent 
of Rs 13.00 lacs and after taking into account the balance 
of Rs 51,412 from the last year’s account, there is a surplus of 
Rs 31.57 lacs out of which Rs 15.00 lacs have been transferred 
to General Reserve and Rs 16.50 lacs to Dividend Reserve. 

(5) The overall claims ratio of net claims to net premium 
has shown an upward trend i.e., from 47.71 % in 1967 to 56.39 
in 1968. It is mainly due to adverse experience in the Marino 
Department. The overall ratio of expenses of management and 
commission to net premium is 37.86% in 1968 as against 39.28% 
in 1967. 

(6) Our investments as at 31st December, 1968 aggregated to 
Rs 853.07 lacs as against Rs 754.49 lacs on 31st December, 1967. 

(7) Your Directors have recommeneded dividend at the 
rate of 15 % (subject to deduction of tax at the prescribed rates). 

(8) In conclusion, 1 take this opportunity to express my 
thanks to our Clients and Well-wishers both in India and abroad 
who have continued to extend us their support. I also thank 
all Officers and other members of the staff for their sincere and 
loyal work, 

AJ9 This does not purport to be a record of the proceedlng$ 
of the Annual General Meeting. 
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Report of the Industrial Licensing Committee 


THE REPORT of the Industrial Licensing Policy Inquiry Com¬ 
mittee was placed on the table of both the Houses of Parliament 
on July 21. The inquiry was headed by Mr S. Dutt. The 
other members of the committee were Dr. H. K. Paranjape and 
Mr S. Mohan Kumaramangalam. 

The terms of reference of the committee were to: (i) inquire 
whether the larger industrial houses have secured undue advan¬ 
tage over other applicants in the matter of issue of industrial 
licences and, if they received a disproportionately large share of 
such licences, whether there was sufficient justification 
therefor; (ii) assess to what extent the licences issued to the 
larger industrial houses have been actually implemented and 
whether the failure to do has resulted in pre-emption of capacity 
and the shutting out ofother entrepreneurs; and (///') examine to 
what extent the licences issued have been in consonance with the 
policy of the government as laid down in the Industrial Policy 
Resolution, particularly in regard to the regional dispersal of 
industries, the growth of small-scale and medium industries and 
the policy of import substitution. 

The committee was also to inquire whether, and is so how far, 
the policies followed by specialized Gnancial institutions in 
advancing loans to industries have resulted in any undue pre¬ 
ference being given to the larger industrial houses. 

A summary of the recommendations and conclusions of the 
committee is reproduced below: 

We were asked to examine how the industrial licensing system 
has operated regarding the share obtained by the larger industrial 
houses in the licences issued and the shutting out of other entre¬ 
preneurs, and also how far the results of its working were in conso¬ 
nance with the Industrial Policy Resolution of 1956. 

Lack of Guidelines 

It should be remembered that the licensing system did not 
always have before it clear guidelines about these matters. The 
IDRA attempted to set up a system which would bring “under 
central control the development and regulation of a number of 
important industries, the activities of which aflfcct the country as 
a whole and the development of which must be governed by econo¬ 
mic factors of all India import**, and it was also thought that 
“planning of future development on sound and balanced lines 
could be secured through the use of licensing. 

It was, however, apparent from the beginning that licensing 
had to be used in combination with various other instruments at 
government's disposal if the major objectives of its industrial 
policy and plans had to be attained. While the necessity to use 
these different instruments in a well-designed combination was 
realised even at the time of the first five-year Plan, adequate 
operational methods for such co-ordinated use of these instru¬ 
ments were never devised. 

Our examination of the working of the financial institutions 
cl^ly suggests that there was inadequate co-ordination regarding 


the use of licensing and financial assistance—the two most im¬ 
portant instruments available to government for regulating, guid¬ 
ing and assisting industry in the private sector. 

We have already pointed out that while the general objective 
of preventing concentration of economic power and monopolistic 
tendencies was emphasised on a number of occasions from 1948 
onwards, no specific instruction was given that the licensing authori¬ 
ties should keep this purpose in view. 

Licensing Objective 

Our studies show that licensing in the earlier years was guided 
far mere by technological than by economic, leave alone, social 
considerations. It may, therefore, not be considered surprising 
that during a large part of the period of our inquiry, not only was 
no attempt made to use licensing to prevent the further growth of 
the larger industrial houses, but the process actually worked in 
their favour. It was only in 1960 that the problem of concentra¬ 
tion and disparities was specifically posed, leading to the appoint¬ 
ment of the Mahalanobis committee and later to the Monopolies 
Inquiry Commission. After the report of the MIC was published 
in October, 1965, for the first time a list of large industrial houses 
(or business groups) with their composition was available to the 
licensing authoi itics. Even after this no clear direction was issued 
to the licensing authorities and the financial institutions regarding 
how they should treat applicants from large houses. 

Unlike the objective of preventing concentration of economic 
power, the objective of planned industrial development had been 
accepted as rcicvent for the licensing system right from the begin¬ 
ning. However, the licensing system as it actually worked could 
not ensure the development of industries mainly according to plan 
priorities. The lack of clarity about plan targets and their implica¬ 
tions in terms of creation of capacity, the failure of the planning 
authorities to work out inter se priorities among different industries, 
the uncertainty about resources that prevailed, and the non-avail¬ 
ability of any properly worked out industry plans on the basis of 
which individual decisions on licensing could be taken within a 
rational framework—all these contributed to the inadequacies and 
failure of the licensing system. Difficulties in defining the concept 
of ‘capacity’, combined with a persistent failure to work out clear 
ideas on the subject, made the position worse. 

The result was that such industrial development as took place 
according to the priorities indicated by the plans was cither in 
the public sector or to the extent it was found any way profitable, 
in the private sector. Licensing failed to prevent the growth of 
capacity in less essential industries; and it could not be expected 
direettly to ensure the creation of capacity in the more essential 
ones. The Planning Commission’s vagueness about the importance, 
to be attached to the targets given and its failure to insist on 
maintenance of the priorities indicated also contributed to this, 
development. 

Import substitution was one of the main objectives of the plans. 
The role of licensing in it had to be confined to ensuring that with- 
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in the franiew ork of development laid down, such saving of foreign 
exchange was attempted as was consistent with the long-term 
objectives of development and self-reliance. Our study of licen- • 
sing together with other accompanying measures such as authori¬ 
sation of capital goods imports and approval of foreign collabora¬ 
tions shows that these did not in many cases operate effectively 
towards the attainment of the objective. 

While the “indigenous angle” was emphasized in authorising 
capital goods imports, in numerous instances capacities were per¬ 
mitted to be created in less essential industries while the more 
essential ones were starved of resources. Foreign collaboration 
agreements including foreign equity participation were permitted 
in non-essential areas and in repetitive ways. Short-term balance 
of payment considerations were allowed in many cases to 
outw'eigh the long-term impact on import substitution and self- 
reliance, Foreign or foreign associated concerns were permitted 
to establish capacities in industries where and when they had no 
special contribution to make, to the disadvantage of indigenous 
manufacture and technical know-how. 

Regarding regional dispersal, the licensing system, as we have 
already pointed out, could have played only a limited role. 

A more positive role would have been possible if there had been 
industry plans regarding the development of important industries 
on a long range basis, broadly indicating the appropriate regional 
dispersal of the industry. In a few cases like fertilisers where 
attempts were made from time to time to work out such plans, 
licensing did attempt to ensure regional dispersal. In the absence 
of such plans, however, there was little that the licensing authori¬ 
ties could do in this respect. 

Poor Implementation 

Our studies show that from time to time, the licensing authori¬ 
ties attempted to favour locations in industrially less developed 
states, and these have resulted in some industrial units being 
established in such states. However, not many proposals for 
location in industrially less developed states were received, and in 
some of them, where licences were granted, implementation 
was poor. 

There was also the practical difficulty that licensing could not 
'discriminate among states, especially as there was no generally 
agreed list of industrially advanced and backward states or regions. 
The problem of favouring better locations also came up against 
strong political pressures as in the case of the sugar industry. Such 
pressures led to licensing more capacity than necessary, or, alter¬ 
natively, distributing capacity among uneconomic units so as to 
satisfy the demands for location from a larger number of states. 

The growth of small and medium industries could be encoura¬ 
ged through the licensing system only in areas where reservations 
for certain products or processes could be successfully enforced 
at an appropriate stage of the development of the concerned indus* 
tries, and these were accompanied by supporting measures such 
as technical, financial and marketing assistance. We have also 
observed how, in a number of instances, this objective was over¬ 
looked cither because of a lack of clear guidelines or because the 
authorities apparently gave way to various kinds of pressures. 

In the matter of ensuring that the approach laid down in the 
Industrial Policy Resolution regarding the role of the public, 
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co-operative and private sectors, the licensing system covld not 
do much by itself. The lack of growth of the public sector to any 
significant extent in industries listed in Schedule 'B’ cannot be 
principally ascribed to a failure of the licensing authorities. The 
cause of this failure to a large exteni lies elsewhere. 

Tf.e same can be said about the failure to help the development 
of the co-opcraiive sector in industry. 

Our studies, however, show that when there was a choice bet¬ 
ween the public sector on the one side and the private sector on the 
other, the licensing authorities in some important cases took 
decisions in favour of the private sector. 

How Licensing Worked 

Finally, what can be clearly staled about the licensing system 
is that even within the limits of the system, the attempt to Closure 
the attainment of its specific objectives was half-hearted. Licences 
were issued in excess of capacity targets even in non-essential 
industries, fnfiuential parties and large houses were permitted 
to pre-empt capacities. The foJIow-up of licences was unsystema¬ 
tic and licences remained uiiimplcmcntcd for long periods without 
any steps being taken to revoke them* at the same time, others 
were refused licences on the ground of no scope. When authoris¬ 
ing capital goods imports, the scrutiny in important cases was 
so inadequate that a number of concerns were able to establish 
capacities far in excess of thos's licensed to them; and the plea 
of substantial expansion at little or no foreign exchange cost was 
later used as a method to obtain regularisation. In quite a few 
cases regularisation was permitted even without any such forma¬ 
lity. Production far in excess of licensed capacity has gone on for 
years in the case of a number of concerns without government 
taking any steps. 

The general conclusion is that the licensing system worked in 
such a way as to provide a disproportionate share in the newly 
licensed capacity to a few concerns belonging to the large industrial 
sector. The maximum benefit of all this went to a few larger 
houses. 

Our conclusion, therefore, is that the licensing system was 
not properly organised for the purposes which it was expected to 
achieve; the authorities concerned were not clear about these 
objectives and no clear guidelines for their attainment were ever 
laid down. The result has been that the licensing system has not 
contributed adequately to the attainment of the social and econo¬ 
mic objectives of the Industrial Policy Resolution and plans. 

The licensing system by itself, however, can only be held partially 
responsible for this failure. 

Licensing to Continue 

The question now before us is whether, in spite of its failures 
in the past, the system should be maintained with necessary 
improvements in its organisation and procedures, or it should be 
abandoned. ' 

Wc have received a largo number of memoranda from indi¬ 
viduals as well as various professional organisations, and study of 
these reveals that there is agreement on the necessity to maintain 
the licensing system in some form while removing its defects. 
Specialised bodies set up by government have also made recoimnen- 
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Gallons to goverianient. AJI of them suggest not abolition but 
modhUcation of the licensing s>^tem. 

The Swaminathan committee and its successor, while examining 
the procedures of industrial licensing, came to certain conclu¬ 
sions about Che manner in which the scope of licensing should be 
oiodihed, and following this government has implemented a 
policy of delicensing u number of industries. It has been stated 
that such delicensing has been etfected in the case of industries in 
which no significant import of capital goods was involved, which 
could be considered as of sufficient priority to encourage their 
development and which would not be expected to intrude into fields 
, reserved for small-scale industries. Wc are not certain that all the 
industries delicensed satisfy these criteria. Following another 
recommendation of the Swaminathan committee, the exemption 
limit was raised in 1964 to Rs 25 lakhs so as to reduce the number of 
undertakings regarding which scrutiny will have to be made by 
licensing authorities and also to free undertakings of this si/.c 
from the difficulties involved in the licensing process. 

Prof. R.K. Hazari, in his report on industrial licensing, had 
recommended that this exemption limit should be raised further to 
Rs 1 crorc. He justified this proposal on similar grounds. More 
recently, the Planning Commission in the draft fourth five-year 
Plan has suggested a revision in the scope and operation of the 
licensing system as a part of an overall “revision of the present 
regime of controls’*. 

Widespread Realisation 

All these indicate that Miere is a widespread realisation that, 
in the conditions that exist in India, if the problems that the 
country faces are to be solved with speed, we cannot but continue 
on the path of planned development that we have adopted. If 
industrial development is to take place as a pan of an overall 
development plan, and at the same time wc have to attempt lo 
achieve the objectives enunciated in the Constitution and spelt out 
in the Industrial Policy Resolution of 1956, it is essential to have an 
instrument for industrial planning such as the one forged through 
the Industries (Development and Regulation) Act. 

As three out of our four terms of reference were specifically 
related to the undue advantage obtained from the licensing system 
as well as the financial institutions by the larger industrial houses or, 
to use the concept that we have used, the ‘large industrial sector’, 
it would be appropriate initially to deal with the question 
whether we expect licensing in future to play an clTective role in 
preventing such advantage from accruing to the large industrial 
sector. 

It is our view' that licensing has only a small role to play in rev- 
pect of this objective of preventing concentration of economic 
power, both in the sense of the growth of large industrial houses 
and concerns, and in the sense of productwisc monopolies. The 
major instrument for the attainment of this objective is the pro¬ 
posed Monopolies Commission, and a bill for this purpose has 
already been introduced in Parliament. We hope that as a result 
of this proposed legislation, a Monopolies Commission will be 
set up with sufficient powers and adequate organisation to deal 
with the problems of concentration of economic power as well as 
product monopolies. Such an organisation can effectively prevent 
undue growth of an individual house in a variety of industries tor 
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which there is no special technical or economic justification. It 
will also be useful in preventing the misuse of monopolistic power 
where product monopolies are involved. 

The limitation of the licensing instrument in this respect is 
that it is not only a negative instrument but it can only be used 
for a specific purpose, namely, permission or refusal of permission 
to start a new unit or to expand existing capacity. Wc have come 
across many instances where applications for licences were 
made in various names - individuals as well as business concerns 
—though the iitlimate beneficiary of the licence was expected 
to be a particular industrial house. It would be difficult for the 
licensing authorities in every case to find out whether and to what 
extent an applicant is related to an existing industrial house, and 
whether after obtaining the licence, he intends to bring in some 
industrial house for the implementation of the licence. Moreover, 
when wo find that this practice was not uncommon even at a 
time when there was no definite policy against permitting largo 
industrial houses to grow further, the use of various subterfuges 
to obtain licences through nominees or to acquire control over 
concerns which have obtained licences is likely to become more 
widespread when such a policy is clearly laid down. 

Wc have also indicated in the report the manner in w'hich 
industrial licensing can be used as an instrument for preventing 
the growth of concerns associated with the large industrial sector 
in certain fields of industry. Licensing can also bo so used as to 
prevent unduly large capacities being given to existing producers 
with the object of preventing monopolistic control of certain 
products. But as mentioned earlier the objective of preventing con¬ 
centration and I urlher growth of the large industrial sector has to 
be attempted principally through other means. This may include, 
in addition to the proposed antimonopoly legislation, the use of 
proiw fiscal devices and also what has been emphasised from the 
time of the second five-year Plan, the use of the public sector. 

Role of Fiiuincial Institutions 

The report has also dealt with the manner in which financial 
institutions should operate in combination with licensing and other 
instruments. An attempt is made here lo deal with a major aspect 
of the role of the financial institutions with reference to the preven¬ 
tion of concentration of economic power on the one hand and the 
growth of the public sector on the other. 

Though it was contemplated in the Industrial Policy Resolu¬ 
tion of 1956 that in a number of newly developing industries listed 
in Schedule ‘B’ the state will play an increasingly active role, this, 
in fact, has not happened to any significant extent. One of the 
main grounds for this failure is said to be the lack of financial 
resources available with the public sector for further development. 
We have already seen how, what in our opinion is a wrong inter¬ 
pretation of the assurance of the Finance Minister at the time of 
nationalisation of life insurance, has resulted in investment funds 
which could be made available by the LIC to the priority in¬ 
dustries in the public sector being diverted to the private sector. 
Wc have also seen that a number of new industrial projects in the 
private sector have been established only on the basis of a large 
proportion of their costs being met through financial assistance pro¬ 
vided by public financial institutions. In many concerns the state, 
through the LIC and other financial institutions holds significant 
proportions of equity capital. But this equity has not been uti- 
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Used for effective participation in the management of these con¬ 
cerns. By providing a large part of assistance in the form of 
debentures or loans, the public financial institutions have also 
denied themselves a share in capital appreciation. 

It is our view that a thorough change in these policies is neces¬ 
sary. Where a very large proportion of the cost of a new project 
is going to be met by public Unancial institutions either directly 
or through their support, normally these projects should be set 
up in the public sector. This docs not mean that ordinary share¬ 
holders and even .some private concerns may not be associated 
with such projects. The Companies Act already has provisions 
relating to government companies under which equity in such 
companies can be shared by central and state governments and 
private parlies. 

Main Advantages 

There would be two main advantages of this policy. On the 
one side private interests - - and in the case of large projects these 
arc likely to belong to the large industrial sector—would thus not 
be permitted to build up huge industrial empires and obtain 
the benefits accruing from them while essentially using in large 
part public funds and support for such devclopmcnl. On the 
other hand, the objection raised to permitting large projects to be 
developed, even though such a si/e might be necessary on tcchno- 
cconomic grounds, because of the (ear that this would help build 
up a private industrial empire would become ir»clevant. On 
both these grounds, therefore, it is necessary that such projects 
should be treated as belonging to the public sector. 

We do not propose to go into details about what proportion 
of project cost being met from the state sector should be treated 
as the cut-off point for including a project in the public sector. 
There would also be the question whether such proportions should 
be applicable to all industries uniformly or they should vary 
from industry to industry. We suggest that government should lay 
down policies in this matter on the basis of considerations such as 
the availability of personnel and organisation, and also the private 
partners, Indian or foreign, that have to be associated with parti¬ 
cular projects, their experience and background, and the extent 
of their participation. 

The Moint Sector’ 

It may be that for some time to come government might decide 
to permit projects with significant proportions of public financial 
assistance to remain in the private sector. In that case, however, 
we would like to emphasize that they should be clearly treated as 
belonging to the ‘joint sector* and not to the private sector. The 
‘joint sector* would, in our view, include units in which both public 
and private investment has taken place and where the state takes an 
active part in direction and control. 

We consider it important that when public sector financial 
assistance on any significant scale is provided for the private 
sector, not only should an appropriate share in the benefits accru¬ 
ing from the project after it is convpieted be available to the state, 
but the project should also necessarily be treated as belonging 
To the ‘joint sector*, with proper representation for the state in its 
management. This purpose may be achieved by the financial 
institutions insisting on the whole or part of their assistance in the 
lormol loans and debentures being convertible into equity at 
their option and, if necessary, the law should be amended to 
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provide for this. It also follows that equity holdings of various 
public financial institutions, the most notable among ihom 
being the LIC and the DTI. should be effectively used for enlar¬ 
ging the role of the state in the management of private sector 
industry. 

We need not go into the details of the organisational devices 
for this purpose. It will obviously be necessary to create a suitable 
well trained managerial cadre of full time public directors who will 
represent the stale on the joint sector industrial concerns. In view 
of what we are recommending later regarding financial institu¬ 
tions, probably the best agency to which this whole task may 
be entrusted would be the IDBT. 

However, that may be organised, we would like to emphasise 
that the idea that financial assistance and even equity holdings 
should not be normally used by the state and the pubjic 
financial institutions for appropriate participation in the private 
sector concerns so assisted needs to be firmly set aside. This would 
ensure that the management of industry is conducted according 
to the overall policies laid down by government, and that public 
interest and not merely private profit would guide the operations 
of large industrial undertakings in the private sector. This 
would also he an important means of curbing the increasing con¬ 
centration of economic power. Thus the development of the 
‘joint sector’ on these lines is, in our view, an important instrument 
for the attainment of this objective, and it is likely to be more 
effective than licensing. 

Other Objectives 

Rven for the attainment of objectives other than the prevention 
of concentration, namely, the growth of industrially backward 
regions, that of small and medium industries and import substi¬ 
tution, the role of licensing will be somew'hat limited. As a nega¬ 
tive instrument, licensing can prevent wrong locations, but it 
cannot necessarily further right locations. It should also be re¬ 
membered that even if, in order to ensure belter regional distribu¬ 
tion, licences are given for locations in hitherto less industrialised 
regions, these might not be impIcnTented. This has happened in 
the past. 

Similarly, licensing may prevent the development of large scale 
units where it is contemplated that small-scale units can be econo¬ 
mically efficient and socially desirable; but cannot by itself ensure 
the growth of the small-scale units. It can similarly prevent the 
bringing into existence of industrial units which are cither of low 
priority or which in their operation would require large-scale 
maintenance imports over a long period. But it cannot by itself 
help bring into existence the more desirable industries. 

All these limitations of licensing as an instrument have to be 
taken into account when considering its future role. 

Our review of licensing has clearly revealed that one of the 
reasons why licensing is ineffective in most cases is that there is no 
properly worked out overall framework or plan of development 
on the basis of which individual decisions on licensing can be 
taken by the concerned authorities. If a licensing decision has 
to be a rational one, taking into account the overall requirements 
of the industry and the economy, it has necessarily to be based 
upon a previously worked out detailed plan of development of the 
particular industry. This would have to be a plan which fits In 
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With ^ ovorall schemo of oconomlp developimfU oontemplatod 
IbrJHo coutitiy And the expfcted imar-itidustiy r0l|itiooj»hip$ in 
projected period, It has abo to take note of the available 
technologies and m view of these, decide what would be the opti¬ 
mum one in our conditions and for how many projects, what the 
total number of projects should be and how they should be phased, 
what the locational distribution of the projects should be and which 
of the locations should come earlier and which later. Moreover, 
taking note of the fact that in many industries the gestation periods 
run Into a few years and in some they may run for longer than one 
plan period, the licensing decisions taken during one plan period 
have to be related to the scheme of development envisaged 
not only for that plan period but for the next one, if not for the 
n^xt but one. The detailed plan for the industry has, therefore, to 
cover a ten-year period, if not a fifteen year one, and it has to be 
co-ordinated with the overall perspective plan for the country. 

Detailed planning would be necessary for all the industries 
where industrial licensing is to be used as a positive instrument for 
co-ordinated and planned development. Without detailcsd 
planning, decisions relating to applications for licences, whether in 
terms of size, technical process or location, would continue to be 
ad hoc and purely discretionary in character. In that case, the 
various faults that the licensing system has been found to sulTor 
from cannot be avoided. 

Scramble for Resources 

With all the possible improvements in the machinery for detailed 
industrial planning — both in the Planning Commission and in the 
various developmental agencies such as the concerned ministries, 
the DGTD and other technical authorities, the development 
councils, etc., — it is not likely that such detailed and fully co¬ 
ordinated plans will be formulated in respect of all the industries 
that arc included in the Schedule to the IDR A. What is important, 
however, is that industries that constitute the basic, strategic and 
critical sectors of economic development should be so planned. 
This would include all the industries whose products enter into the 
production processes of a large number of industries, those which 
arc potentially capable of production for defence requirements 
and those whose development is crucial for the overall economic 
growth of the country. This sector may include industries such 
as basic metals, heavy machine building and heavy chemicals. A 
major reason for plan priorities not being observed in the licens¬ 
ing process was that the overall requirements of investment as 
well as foreign exchange, if all the targets laid down in the plans 
were to be attained, were much larger than the available resources. 
The result was that the grant of an industrial licence could not en¬ 
sure that resources for the setting up of the industrial unit would 
actually be available. There was, therefore, a scramble for resour¬ 
ces in which priorities often came to be overlooked. Once it is 
decided to work out detailed plans for the sector comprising basic, 
strategic and critical industries, it will be possible to ensure tliat 
licensing decisions in these fields arc based on the framework 
provided by these plans. This would provide criteria to ensure 
rational decisions and avoid ad hoc and arbitrary ones. 

It is true that a significant proportion of the projects to be deve¬ 
loped in this sector of industry might be those reserved for the 
public sector. To that extent, of course, licensing would not be 
important. However, it is likely that quite a number of projects 
even fai this area would have to be developed in the private or rather 



in the sector' as explained above. licensing pan play 
• a crucial role because proposals submitted by different applicants 
would have to be considered within the frameworlc provided 
by the plan- for the industry. I^use of the oxtsience of the 
framework, and also because the number of proposals to bo 
considered would be small in relation to the machinery available 
for scrutiny of the applications, the examination could be more 
meaningful and not superficial as in the past. 

It appears to us that in the present circumstances, the use of 
industrial licensing as a positive instrument should be confined to 
industries which come within the basic, strategic and critical sec* 
tors for which detailed industry plans should be prepared. At 
the other end of the spectrum we contemplate the use of a sys- 
tem of reservations and bans for the purpose of preventing undesir¬ 
able developments. Reservations should be mainly utilised, as 
to some extent they are already being utilised, for the purpose of 
protecting certain areas of production for the development of 
small-scale industry. Leaving aside the comparatively small area 
of traditional and village industries, the most important and crucial 
development in this field is that of modern smaJl-scaJe industries. 

From the lime of the Karve Committee’s report, it has been 
envisaged that after a certain period of protection, with proper 
technical guidance and the development of financial and marketing 
facilities, units in this sector should be able to withstand competi¬ 
tion from large-scale units. Therefore, the reservations would be 
temporary. The DCSSI continues to work out lists of areas where 
such reservations are recommended by it and these arc examined 
by government and decisions on reservations and bans are taken. 

In our view, this policy of reserving certain areas of production 
for appropriate periods of time for small and medium industries 
is the right one and should be continued. 

Product Bans 

Bans on the creation of further capacity should be utilised for 
preventing the development of industries whose growth for any 
reason is considered undesirable for a period of time. In parti¬ 
cular, there may be industries producing non-essential luxury 
goods which are likely to make large drafts on scarce resources. 
Wc do not contemplate the use of bans against all industries pro¬ 
ducing luxuries, but only such as would make inroads on essential 
development through their use of scarce resources, including 
foreign exchange. In our view, it is more useful to ban further 
development of such industries for a definite period of time rather 
than license limited development and then find that the actual 
development is far larger than was permitted. Limited licensing 
in such industries, which would obviously not belong to the core 
sector of detailed industry planning, would also have the disad- 
' vantage that licensing decisions will have to be ad hoc. With 
profit possibilities, there would be many pressures and the 
w'eakncsscs of the licensing system will thus necessarily lead to its 
misuse, as wc have seen. 

Hence the imposition of clear bans should be preferred, 
especially in rcfaltcn to non-essential products. Such bans should 
be reviewed not every six months or every year, for such frequent 
reviews create too much uncertainty and make long-term planning 
whether by government or by industry difficult. Ordinarily, they 
may remain in force for a five-year period. Where a particular 
industry has already developed to a certain extent, but in the inte* 
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rests of conserving resources is banned for fVirther development for a 
whole plan period, appropriate steps must be taken through excise 
duties and other measures to ensure that the scarcity situation 
brought about by such a ban is not utilised by the existing pro¬ 
ducers to earn cxessivc profits. 

It is also possible to consider the use of bans negatively for re¬ 
gional dispersal in the sense that further development of large- 
scale industrial units in areas where there is already considerable 
industrial concentration can be banned. Such bans have been in 
operation in some metropolitian areas like Bombay. This princi¬ 
ple can be applied further. This method will be more effective 
than attempting to use the licensing system to determine the loca¬ 
tion of a unit of industry, in that the entrepreneur will be clearly 
told where he w'ill not be permitted to locale a new unit. The 
rest of the country outside the banned areas will be open for him 
in order to decide an appropriate location on tcchno-cconomic 
considerations. We firmly believe that without detailed planning 
of the type mentioned earlier, positive guidance cannot be given by 
a central authority in the matter of location. 

Various fi.scal and other devices may also be used for the pur- . 
pose of encouraging the location of industries in well-defined 
backward areas. The five-year plans through the development of 
infrastructure facilities have to some extent attempted to help 
this process. The licensing system can make a contribution to 
this mainly through bans on further locations in certain congested 
and over-developed industrial areas. The imposition of such bans 
would be largely a matter for the state governments. While the 
central government may have the legal authority to take such de¬ 
cisions. it may perhaps be more appropriate if such bans are de¬ 
cided upon and implemented by the state governments. In the 
core areas where detailed planning would bo done, licensing, of 
course, would take care of a proper location policy for these in¬ 
dustries. 

The Crucial Question 

The scheme of industrial regulation described above with a 
group of core industries on the one side where detailed planning 
will be done and licensing would be in force, and an area of bans 
on the other regarding particular products reserved for small 
and medium industries, other non-essential industries not to be 
developed and certain locations banned for further industrial deve¬ 
lopment, leaves a large middle area. The crucial question is what 
is to be done about this remaining area : whether it should be 
completely delicensed, or it should be subjected to partial licensing 
in one way or the other. 

We find that two approaches have been suggested to deal with 
the industries in this area. Prof. Hazari’s suggestion of raising 
the exemption limit for licensing purposes to Rs 1 crorc of invest¬ 
ment would in his view reduce the number of units which will 
have to apply for licences and also automatically eliminate from the 
field of licensing industries whose optimum size of operation is 
comparatively small. At the same time, giant units of all kinds 
would be subject to the rigour of licensing. The Planning 
Commission has taken a somewhat different view. For delimi¬ 
ting the area where licensing should remain in force, the 
criterion the Planning Commission seems to emphasise is that of 
foreign exchange. 

The Planning Commission's view is that even industries which 
may not belong to the basic and strategic category but where the , 
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capital equipment In the nature of imports required exceeds 10 
per cent of total capital value^ should be subject to licensing. It 
has also added that industries where the proportrmt of mam* 
tenance imports would be high would be subject to licensing. 

It may be true that foreign exchange is at present the most 
critical resource for the economy and, therefore, industries which 
require a substantial share of it should be subjected to rigorous 
scrutiny. However, since it is not contemplated that detailed plans 
for the development of these industries would be prepared, the 
decisions of the licensing authorities as well as those of the Capital 
Goods Committee would be subject to the same vagaries of dis¬ 
cretion and nd hocism to escape from which the Planning Commis¬ 
sion presumably supports the removal of other industries from the 
scope of industrial licensing. 

It is not within our field of inquiry to go into the details of 
measures which can be taken to enable the demand and supply of 
foreign exchange to be brought into balance. Various devices can 
be thought of which would raise the effective value of foreign ex¬ 
change to particular categories of users to a level where the pres¬ 
sure on the foreign exchange allocating machinery can be signi¬ 
ficantly reduced. To the extent that industries in such categories 
arc non-essential or less essential, some of them can be included in 
the‘banned’ list. Others maybe exposed to the rigours of devices 
where in effect they will pay a much higher price for foreign ex¬ 
change. If such measures, fiscal and other, are taken, it would 
not be necessary to subject these industries to industrial licensing 
for this purpose. 

Core Industries 

The Planning Commission has pointed out how important it 
is that basic and strategic industries should bo carefully planned, 
their effective performance ensured and their development closely 
watched. The grant of a licence in such a case becomes a matter 
of privilege, which makes certain that the licensee obtains credit, 
foreign exchange and other scarce resources speedily so that the 
development of the licensed units takes place in the shortest 
possible lime. 

If this is to be done for the core industries, and at the same time, 
licensing is to be maintained for a number of non-core industries 
merely on the ground of non-availability of foreign exchange, not 
only would the discretionary and irrational element in licensing 
remain but the character of industrial licensing would also not 
change as recommended by us. 

In our view an industry should not be included in the core 
and therefore subject to the full rigour of positive licensing only 
on the ground that it requires a large amount of foreign exchange 
for its development and operation. It may be right to take into 
account the scarcity of foreign exchange when deciding whether 
the industry should or should not be included in the core. But 
if it does not satisfy the basic criteria for inclusion in the core, it 
should be possible to devise measures other than licensing, which 
would subject it to some kind of market mechanism for con¬ 
trolling and guiding its development and operatic. If the 
development of the industry can be safely postp>oned for a 
five-year period, a ban should be imposed on its development 
thus preventing any utilisation of foreign exchange by it. 

As we have motioned earlier, it is our view that while licensing 
is an important instrument of regulating and guiding Industrial 
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devefDpnient» it is not the only instrument. Various other instru¬ 
ments, the most important among which arc fiscal measures and 
financial assistance, have also to be properly used for the attain¬ 
ment of the major objectives of the Industrial Policy Resolution and 
plans. 

We have already indicated how every project that requires an 
investment of some magnitude applies to the public financial insti¬ 
tutions for assistance. Part of this assistance is also provided in 
the form of foreign exchange loans to meet the import require- 
inonls of the project, ft is necessary that public financial institu¬ 
tions before granting assistance should take note of the overall 
goals of industrial policy and plans. They should consider not 
only whether the particular proposal is a sound one, in Che sense 
that it is likely to prove technologically as well as financially a 
success, but also whether it deserves to obtain support from the 
limited capital funds available with the institutions, firoud guide¬ 
lines in these matters need to be laid down by government in con¬ 
sultation with the Planning Commission, and these should be 
invariably followed by the institutions. 

There is also no reason why the institutions should not discrimi¬ 
nate between priority industries and non-priority industries in the 
matter of grant of loan or rate of interest, fn view of the economic 
conditions in our country and the scarcity of capital, the rates 
charged by public financial institutions are low. There is no reason 
why the benefit of such cheap credit should continue to be avail¬ 
able to non-priority industries. 

Similarly, when scrutinising proposals for assistance, the 
financial institutions should exercise greater care than they do to¬ 
day by way of examination of proposed locations, processes, plant 
and machinery and other aspects of the project so as to ensure 
that overall considerations of efficiency from the national vie\\- 
point are kept in mind, when taking these decisions. Such pur¬ 
posive use of financial assistance is likely to achieve more positive 
results in the non-core industries than the mere use of industrial 
licensing. 

Criterion for Rejection 

This approach takes into account the fact that even m non¬ 
priority industries of any considerable size, a large amount of the 
capital necessary to get the project going would come from the 
the public financial institutions. The duty of the financial insti¬ 
tutions in respect of applications for assistance from non-priority 
industries must also be to examine whether as between different 
applicants, applications of concerns connected with the larger 
houses should be rejected and other applications sliould be 
granted. If government declared this to be its policy, it should 
not be difficult to insist that the financial institutions implement 
it rigourously. 

We arc later making the recommendation that licences for 
non-priority industries should not, as a rule, be granted to con¬ 
cerns belonging to the larger industrial houses and associated 
concerns. But this should not absolve the financial institutions of 
the responsibility of making an independent examination of 
each application to determine whether it is of a concern con¬ 
nected with the larger houses and hence liable to be rejected. 

We have indicated in the above paragraphs how various other 
instruments, especially public financial institutions, can be effcciiv- 
oty used for the attainment of important objectives of industrial 


policy and plans. This does not, however, mean that industrial 
licensing has no role to play in the middle sector that is neither 
included in the core nor covered by bans and reservations. We 
think it necessary that in the main the development of industries 
in this middle area should be left free, subject to market forces and 
fiscal and financial devices. But this should not lead to concerns 
belonging to the larger houses dominating this area which 
ordinarily they would be able to do by virtue of the larger re¬ 
sources at their command and other advantages that they enjoy. 

It is our view, therefore, that for the limited purpose of pre¬ 
venting such a development, industrial licensing in this area also 
.should continue. Licensing under the I DR A should continue 
to apply to all units in the Scheduled Industries except those which 
are below the exemption limit of Rs 25 lakhs. But applications 
for licences in this area should be freely granted except in the case 
of certain types of applicants. 

It is our view that concerns belonging to houses which arc 
already quite large in si/e. such as those included in our classifica¬ 
tion “larger industrial houses”, should concentrate their resources 
on the development of complex and heavy investment industries 
which would mainly belong to the core .sector. 

Similarly, foreign concerns either subsidiaries or brunches 
of foreign concerns - - should be permitted only in that sector. 

Automatic Rejection 

The industries outside the core should be open for develop¬ 
ment only by entrepreneurs not belonging to these categories. 
Therefore, applications from concerns belonging to industrial 
houses w'liose total assets exceed a specified size, say Rs 35 crores. 
which has been our basis of classifying the larger industrial houses, 
as well as those from foreign concerns should be automatically 
rejected in the case of industries in this middle area. 

Government will also have to revise this list from time to time^ 
as the increase in the assets o( other business groups renders them 
liable for inclusion in this category. 

Thus for this middle area the licensing system will operate 
essentially as a negative instrument preventing the establishment 
of units by the larger industrial houses and foreign concerns, and 
leaving the area free for development by others. The grant of a 
licence in this area would obviously be only a permission and will 
not carry any approval or guarantee regarding the grant of financial 
assistance, foreign exchange or other facilities. The would-be 
entrepreneur would have to obtain these on merit and under the 
constraints of fiscal and monetary measures that vve have already 
mentioned above. 

Wc have also mentioned earlier that government has delicenscd 
certain industries in the last few years. Some of these would 
belong to the core sector others would attract the provisions for 
hails and reservations recommended by us. Lven the industries 
that remain out ol these two categories should obviously not conti¬ 
nue to be delicenscd. As recommended by us, they should be sub¬ 
jected to licensing for the limited purpose of restricting entry of 
larger industrial houses. Wc, therefore, suggest that the entire 
list of dcliccnsed industries be rcview'cd in the light of our re¬ 
commendations. 

Our approach therefore is that licensing as a positive instru¬ 
ment of industrial planning and development should be used for 
the core sector, i.c., the group of industries for which detailed in¬ 
dustry plans will be prepared. Some other areas of industry would 
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be subject to bans and reservations so that no new large-scafc 
industrial units can Itc established, no substantial expansion can 
lake place or the products produced through diversification of 
existing capacities. In the remaining area licences would be freely 
granted to applicants not belonging to the larger industrial houses 
and foreign firms. This middle area would be subject to licensing 
only for the purpose of preventing the entry into this area of con¬ 
cerns belonging to the larger industrial houses and foreign con¬ 
cerns. 

In ease government considers that an exception should be made 
for certain industries cither because the investments required 
are large, the technology complex or foreign collaborations 
vital, the exception will have to be specifically justified and such 
an industry should be included in the ‘joint sector', with consider¬ 
able participation by the state in its management. 

We realise that in this middle area, in spile of the use of fiscal 
devices and more purposeful use of financial assistance, it is possible 
that free grant of licences may lead to wrong developments. There 
might be some waste of resources through excess capacities in some 
industries and inadequate capacities in others, the locational 
balance may not be quite what it should be, and technology, either 
outdated or ultra-modern, unsuited to the present stage of India's 
economic development, might be introduced. All these mistakes 
can possibly occur in so/ne industries to .wmr extent, but these 
arc risks inherent in this approach. The main point is that our re¬ 
view of licensing as well as the possibility of improving the system 
suggests that the maintenance of licensing over the whole area is 
not capable of preventing such mistakes. It is also likely to per¬ 
petuate a number of abuses of the discretionary authority vested 
in government in areas where detailed planning is not possible. 
The solution suggested by us will be, we think, less harmful than the 
maintenance of licensing in its present form. 

An important question arising out of our recommendation 
would be regarding the industries that are to be included in the core 
sector. The Planning Commission has defined the core sector as 
industries ‘involving significant investments or foreign exchange’. 
The Commission has also indicated what appears to be its concep¬ 
tion of the core sector. 

No Single Criterion 

We have already indicated earlier, that in our view the core 
sector should include all the basic, strategic and critical industries 
and no single criterion such as that of foreign exchange require¬ 
ments should govern the definition of the core sector. It is also 
obvious that the core cannot remain fixed for all times. As the 
economy develops and certain industries gel established, industries, 
formerly in the core sector might no longer remain so, while some 
new industries, whose development might not have been possible 
earlier, might be brought in. 

A comparison of the priorities in the field of industry as laid 
down in the different five-year documents from the first Plan to 
the draft fourth Plan indicates how, to some extent, in the light of 
the development of the economy as had already taken place, the 
concept of priorities and therefore of the essential and the core 
group has been changing. 

The list of core industries should not grow so large that detailed 
long-term planning on a competent scale as an essential part of the 
total perspective plan for the country cannot be effectively undcr- 
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taken. At the same time, the criteria for includijtig an industry in 
the core group should not change very frequently. 

For reasons already explained; detailed planning in nt^jor 
industries is bound to spill over more than one plan period, if 
not longer. We assure that the Planning Commission and other 
appropriate authorities will keep these considerations in mind 
when they decide what industries should be included in the 
core group. We also assume that the preparation of detailed 
industry plans for the core sector will be organised by the Planning 
Commission and other authorities at a very early date. Unless 
this is done, the new approach to the development and regulation 
of the core sector recommended by us cannot be cfTcctivcly 
implemented. 

Streamlining I.lccnsing 

Thus it is our view that, with all its defects, the industrial 
licensing system has an important role to play in planned indbs- 
irial development. We, however, envisage a more purposive 
and rational use of the licensing instrument. It is also essential 
that licensing should l^e accompanied by the qsc of other instru¬ 
ments, especially financial assistance and fiscal devices, in proper 
co-ordination for regulating, guiding and assisting industry in the 
private .sector. It is also nocessury that the operation of the 
licensing system should be streamlined. 

In our view', the IDRA provides a good framework for the 
licensing system as we envisage it. All scheduled industries, 
except those belonging to the small-.scalc sector, would continue 
to be subject to licensing. It may also be necessary to add some 
industries to the schedule so that their development can be 
properly regulated. 

While applying these recommendations, care will have to bo 
exercised about certain matters. We have already indicated 
that where government decides to ban the creation of further 
capacity in certain industries, either because they are non-essontial 
or because further development in them is re.scrved for the small- 
scale sector, established producers should not be permitted to 
obtain large profits as a result of such bans. So also, wherever 
as a result of licensing restrictions of one kind or the other, 
capacity is restricted and it is found that output is significantly 
short of demand, similar measures will have to be taken. These 
may take the form of price controls or, where that is not consi¬ 
dered practicable, of excise duties so as at least to ensure that the 
profits arising from such restrictions mainly go to the public 
exchequer and not to private pockets. 

Certain components or materials needed by small-scale indus¬ 
tries have to be produced on a large scale for technological and 
economic reasons. We suggest that proper measures should bo 
instituted to ensure that the small-scale sector is able to obtain 
these on fair conditions relating to price, quality and delivery 
period. One possible method of ensuring this would be to permit 
only those producers who are themselves not engaged in the 
business of producing the final product in competition with the 
small-scale producers. Preference might perhaps be given to 
co-operatives of small producers in this respect. 

The implementation of the reformed licensing policy on the 
basis suggested by us can be effectively ensured only if a number 
of other reforms in the organisation and procedures of the system 
are brought about speedily. It has already been emphasised that 
under the new approach to licensing, the core area would be 
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a ptivttoged area. It should not therefore be necsessary to dcli- 
cense any priority tnduslry to secure its speedy development. 
Where the development of an industry is crucial to the economy« 
it should belong to the core and therefore to the fully regulated 
area in industry. Once a licensee has been given a licence in this 
area, he should be accorded priority in matters like capital goods 
authorisation and approval of foreign collaboration. 

We found that the work of the dilTercnt bodies such as the 
Licensing Committee, the Capital Goods Committee and the 
Foreign Agreements Committee, was not sufficiently well co-or¬ 
dinated in the past. We would stress the importance of adequate 
co-ordination in the working of these bodies with a view to faci¬ 
litating the speedy implementation of projects in the core sector 
as also to ensure that capital goods imports authorised are really 
essential for creating the capacity licensed. 

In our view fiscal and other devices should be so used as to 
make foreign exchange for low priority industries significantly 
costlier as compared to the core industries. Otherwise, the 
system of licensing proposed by us for the middle area might per¬ 
petuate ad hoc decision making at the capital goods authorisation 
level though eliminating it at the Licensing Committee level. 

Grant of Licences 

Following our recommendations, the setting up of a new unit 
or substantial expansion of an existing undertaking in the Scheduled 
Industries would continue to require a licence under the IDRA. 
As wc are contemplating that in the middle sector of industries, 
industrial licences would be freely granted except to applicants 
belonging to larger industrial houses, applications for units in 
these industries may be entertained at any time. The information 
contained in thCvse applications should be adequate for scrutinising 
■ whether the applicant in any way belongs to a larger industrial 
house or is a foreign concern, and also to ascertain whether w hat is 
proposed to be done infringes the area covered by the bans and 
reservations specified by government. The applications should 
also furnish adequate information about the project proposal 
which would be needed by the planning agencies in these fields. 

Propo.sals in regard to industries in the core sector where 
licensing will be based on detailed industry plans will, however, 
have to be differently treated. In this area we are expecting that 
detailed industry plans would be available as a basis for licensing. 
For example, the number of projects to be licensed in a particular 
area, their broad locations and phasing, the alternative technical 
processes open in view of the availability of raw materials, etc., 
would be adequately known. It is necessary that this information 
should be made public and applications invited within a certain 
period of time. The information to be supplied by an applicant 
should be sufficiently detailed to make a real scrutiny of the alter¬ 
native applications possible. While it is understandable that at 
the first application stage, details about processes, foreign col 
laboration and a few such matters wherever detailed studies and 
negotiations are involved cannot be provided, the application 
should be based upon adequate study in the nature of w'hat is 
termed as a preliminary feasibility report. Any application that 
is sent in without such a proper study should be rejected. 

Scrutiny of applications and subsequent discussions and 
correspondence cost government quite large amounts. To make 
certain that applications are not frivolously made, it is necessary 
that the application fee should be substantial in the core group 
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of industries. The receipt of applications for different industries 
should be so phased that the various authorities concerned \vould 
not have too much pressure of scrutiny work at one time. 

The scrutiny of applications may require that the producer 
will have to be asked for some additional data. But except for 
very substantial reasons, the scrutiny of all applications should 
not be held up because some applicant has failed to provide 
adequate data in his application.It should be possible for the 
initial decision regarding the choice of a party to be taken within 
the period of three months prescribed under the rules and a letter 
of intent should be issued after such scrutiny. 

It is necessary to make it clear that the grant of u letter of intent 
is a matter of some importance because the grant of a letter to 
one party for a project is bound to mean that other parties inter¬ 
ested in the same project would have to be refused; and in case 
the party to whom the letter of intent is issued is not successful 
in its efforts, not only would the opportunity to establish the 
project have been denied to the competing parties but the growth 
of the industry itself w'ould have been delayed. The first scrutiny 
for the issue of the letter of intent itself would, therefore, have 
to be careful and based on a feasibility report, as mentioned 
earlier. 

The letter of intent should also lay down a phased programme 
of how the party selected should proceed. The expectations about 
what it has to do, and within what period of time, should be 
clearly and realistically laid dovvn so that the applicant can be 
held accountable for not fiilfilling these terms. 

As wc have already suggested that core industries should be 
treated with high priority in matters such as capital goods authori¬ 
sation and foreign collaboration agreements approval, it should 
be possible for the parly obtaining the letter of intent to be able 
to finalise its proposals within a comparatively short period of 
lime. After this a licence should be issued to the party. 

Implementation Programme 

The scrutiny of applications should also lake note of who the 
applicant is, and especially whether the applicant is merely acting 
for some other industrial interests or is himself genuinely the 
promoter of the proposal. We have seen cases of applications of 
individuals being considered without any indication in the records 
regarding the party on whose behalf they are acting and any in¬ 
vestigation or their capacity to implement the licences granted. 
It i.s also necessary that the scrutinising authorities, where neces¬ 
sary with the co-operation of Company Law Administration, 
indicate w hat the standing of the party is, what its affiliations are 
and also state what is its past record regarding the implementation 
of other licences. As a result of the data processing system that 
wc arc suggesting later, we hope that all the information on these 
matters would come on record. 

The licence itself should lay down in clear and concrete terms 
the programme of implementation of the licence. At present the 
licensee has to take ‘effective steps* within u period of six months 
and implement the licence in a given period of time, while there is 
no precise definition of both ‘effective steps* and implementation 
This is clearly quite inadequate for the purpose of ensuring effec¬ 
tive implementation. Wc have already explained how the 
result of this has been that large numbers of licences have remained 
unimplemented and capacities pre-empted, thus affecting adversely 
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the growth of the industries concerned, and therefore of the eco¬ 
nomy. To some c.\tcnt, the manner in which the ‘effective steps* 
have been defined and the lack of any phased programme of 
implementation made it inevitable that no adequate check could 
be exercised regarding the progress of implementation. We 
suggest that specific time-limits and concrete steps of implementa¬ 
tion should be laid down at the lime of the grant of a licence in 
the core sector and a form of return devised which would 
provide information regarding implementation as compared to 
ihc agreed programme, it is also necessary to organise a system 
of scrutiny of these forms which would speedily bring cases of 
delayed implementation to the notice of the progressing 
authorities. 

Penalties 

It is essential that the lailuie to carry out obligations regarding 
impJementationn should carry penalties so that letters of intent or 
licences arc not obtained by applicants, who have no intention 
or serious desire to implement them. We would also suggest 
that for all important transgressions of the directives issued under 
IDRA, adequate penalties need to be imposed. 

We have come across a number of cases where producers have 
installed capacity far larger than licensed and have actually pro¬ 
duced outputs much larger than the capacity licensed to them. 
Sometimes certain concerns arc even found to have produced 
items for which no capacity was licensed to them. Such pro¬ 
ducers arc often leniently treated by government. It is our view 
that taking a lenient view of transgressions of this kind removes 
all teeth from the licensing regulations. It should, therefore, 
be made clear that transgressions will not be tolerated and penal¬ 
ties for such transgressions will be heavy. 

We have indicated earlier how we were handicapped in our 
work because after the MIC had submitted its recommendations, 
efforts had not been made by any govornmental agency to keep 
information about the large business groups up-lo-dulc. We 
think it necessary that some governmental agency should be en¬ 
trusted specifically with the task of collecting information about 
the large industrial sector so that it would be easily possible to 
identify concerns belonging to it. This is specially important in 
view of our recommendation that licences in the middle .sector 
should ordinarily be refused to concerns belonging to the larger 
industrial houses and foreign concerns. The list of such houses 
and information about their composition must be kept up-to-date 
for this purpose. This may also be of use in the working of the 
proposed Monopolies Commission. 

Our study of foreign collaborations has indicated that there 
arc many lacunae in the implementation of the overall policy 
regarding foreign collaborations as officially laid down by govern¬ 
ment in 1949 and reiterated from time to time. Some of these 
may be rectified as a result of the new procedure that has recently 
been laid down together with the constitution of the Foreign 
Agreements Board. However, we have been struck by the fact 
that even basic data about the terms of all collaboration agree¬ 
ments, leave alone how they have operated in practice, are not 
readily available in government. It is likely that the formulation 
of the policies has to some extent been handicapped as a result 
of this information gap. 

Wc recommend that a full scale study of the foreign colla¬ 


borations that have been approved by government in the period 
since 1949 bo organised so as to bring together all relevant data 
and help draw lcs.sons for future policies. 

One of (he weaknesses of the financial institutions is the lack of 
effective co-ordination among them. To some extent, this posi¬ 
tion has been rectified by government’s decision that the IDBl 
should act as an apex term financing institution and by making 
the IFCI virtually its subsidiary. It does not, however, seem to 
us necessary to have the IDBI as well as the IFCI operating 
practically in the same field, and sometimes both of them giving 
assistance along the same lines to the same project. While there 
might be some justification for keeping the ICICI as essentially 
a private sector financing agency, there is no such justification 
for diiplici'tion between the IFCI and the IDBT. 

We would therefore urge consideration of the following alfer- 
nutives. The IFC! could merge with the IDBI alternatively, 
the operation of the IFCI could be confined to projects of a certain 
size and those of the IDBI to projects above tl^t size. The IDBI 
would, of course, continue to exercise functions of guiding and 
co-ordinating the policies of all financing institutions. The 
IDBI would also be in a good position to infiucnce the working 
of state level institutions such as the SFCs and the SIDCs through 
its refinancing activities. It is necessary that the scope of JDBl’s 
refinancing i.s extended to cover the SIDCs and that it develops 
special start to guide and supervise the functioning of these state 
level institutions. 

Refinancing Policies 

If government decides at any stage to dertnc some regions 
and states as backward, and special steps are to be taken for 
helping their industrial development, the limits of refinancing in 
any such regions or slates might be put at a higher level by the 
IDBI. Careful and expert use of its refinancing policies can make 
the IDBI a powerful force in guiding industrial development 
throughout the country. 

As regards the other financial institutions, we do not see any 
special merit in the investment institutions such as the LIC getting 
involved in the grant of terra loans to industries. It is appro¬ 
priate that these institutions should confine themselves in this 
field to the functions of underwriting and investing in shares and 
debentures of private sector and joint sector industry. The deve¬ 
lopment by the SBI of term financing activities might be consi¬ 
dered appropriate in view of the large coverage of the State Bank 
and its subsidiaries throughout the country. Wc suggest that this 
activity of the SB! should be directed to help in particular small 
and medium industries and the newly coming-up entrepreneurs 
and not mainly to provide additional term finance to already 
well established houses. 

We have noted that all these financial institutions are 
directly or indirectly under the supervision of the 
Ministry of Finance, and there is no organisational 
relationship between them and the ministries directly 
concerned with industrial development. We do not know 
to what extent, in practice, the policies followed by the financial 
institutions are discussed between the ministries concerned. We 
think it necessary to draw attention to the point that the ministries 
directly concerned with industrial development should be doscly 
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associated in some way with policy making and direction of the 
financial institutions set up for helping industrial development. 

The term financing institutions have not organised themselves 
adequately for the work expected of them by building up expertise 
and competence for scrutiny of proposals on the one hand and 
provision of technical assistance to new and independent entre¬ 
preneurs on the other. This is a vital part of the functions of 
these institutions. Unless this is adequately performed, the 
domination of the existing large industrial sector cannot be 
adequately restricted. 

While this will have to bo done by all the institutions, at the 
state level as well as the all-India institutions, the IDBI should 
plgy a special role in this. It should build up un adequate body of 
expertise to be able not only to scrutinise projects within its own 
field but to help other financial institutions in this respect. This 
may also assist the IDBI to take over the responsibility mentioned 
earlier regarding the equity holding of the state in the private 
sector institutions. In view of the heavy responsibilities that we 
have suggested should be undertaken by the 1DBT, it will have to 
build up its own separate organisation under an autonomous 
management. 

Regarding the question whether the public financial institu¬ 
tions should discriminate between would be borrowers on the 
basis of whether they belong to the large industrial sector or not, 
it is our view that the primary distinction should be between 
priority projects and non-priority projects. The former should 
always get financial assistance to a large degree, more expedi¬ 
tiously and on better terms than the latter. At the same time, 
it would be necessary for the financial institutions to examine 
whether the promoters and collaborators arc doing all they cun 
to find an adequate proportion of the project cost on their own. 
Business groups should not be permitted to obtain funds from 
these institutions while using their own funds for low priority 
purposes, especially in areas where quick profits can be made. 

Difficulties of Small Industries 

Wc are not convinced from our study that financial institutions 
have always taken care to scrutinise this aspect of applications 
for assistance. However, wc would like to repeat our observation 
made earlier that in thq middle area (non-corc industries) the 
financing institutions-should encourage new applicants not be¬ 
longing to the larger houses. At this stage we also consider it 
necessary to mention that we have received a number of com¬ 
plaints from the representatives of small and medium industries 
that the criteria for assessing creditworthiness and for granting 
financial assistance are too rigid and do not make an allowance 
for the difficulties faced by the small industrialists. These com¬ 
plaints deserve proper examination. 

As regards assistance provided in (he form of underwriting, 
the fact is that large proportions of underwritten issues have 
devolved on term financing institutions, though they have not 
always wanted to hold them. This is an indication that their 
expectations about what the capital market would take on the 
basis of their support were in many cases not well founded. One 
can understand that this may happen in the case of comparatively 
Jess known concerns where it is the responsibility of the financial 
Institutions to assist a public issue of shares through their under¬ 
writings. But when this happens to a greater extent in the case of 
concerns belonging to large industrial houses, it is clear that under¬ 
writing has become merely another method of providing further 
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assistance to the large industrial sector. In this way» almost 
interest free Amds are made available for long periods of time to 
large houses. This has a bearing on the overall problems affecting 
the capita] market and we do not want to go further into them* 

It appears to us that if the capital market is not likely to take 
up new equities and debentures on a large scale, even with the 
support provided by financial institutions, it is much better that 
the institutions provide assistance in (he form of loans for projects 
which are considered worthwhile, rather than underwrite issues 
which largely devolve on them. These may take the form of 
loans or debentures convertible into equities at the option of the 
institutions. 

Public Sector Finance 

Another question relating to the operation of the financial 
institutions is regarding whether they should extend the scope of 
their activities to cover corporations and companies in the public 
sector. The SBl and its subsidiaries provide short-term credit 
to these as also to private sector concerns. The IDBI has recently 
announced that it will hence forward enter the field of financing 
public sector concerns. It is only appropriate that core industries 
should epioy priority in financing and the fact that they are in the 
public sector should not be to their disadvantage just as the fact 
that they arc in the private sector should not be to their advantage. 
The Lie already invests in the securities issued by certain types of 
public sector concerns such as the electricity and housing boards. 
There is no reason why it should not be possible for it also to hold 
shares and debentures of other public sector concerns, provided 
of course that holding such securities would also be justified in 
the interest of its policy holders. 

We have already indicated that the ICICI was set up especially 
as a private sector financing institution. We have also noted that 
the initial object that its shareholding should be so spread out 
that no business interests are able to dominate over it was not 
attained. We do not understand why government has agreed 
that in spite of the LIC having a substantial shareholding in the 
ICICI, it should not participate in its management. Tn keeping 
with our overall recommendation about the cfieclivc use of equity 
holdings in the hands of the state and state-sponsored institutions, 
it is necessary that no exception of this kind should be continued 
in the case of the ICICI. Govcrnmcni already has a rcpre.senta- 
tivc on the board because of the interest-free loan that it has given 
to the ICICI. Wc hope that government, through this represen¬ 
tation on the hoard, will ensure that the ICICI also follows policies, 
which are recommended for financial institutions and in keeping 
with the original objectives with which the ICICI was set up. 

We have referred earlier to the fact that a large number of 
government nominees on the boards of directors of the public 
financial institutions arc industrialists. A significant number 
among them belong to the large industrial sector. It is our view 
that to some extent this has been responsible for the undue ad¬ 
vantage that the large industrial sector concerns obtained in the 
assistance provided by these institutions. While it is necessary 
(hat these institutions should have available to them the advice 
of persons with experience and knowledge of industry, it is prefer^ 
able that these persons should not be associated with large indus¬ 
trial houses. It would be more useful to rely on professional 
experts such as engineers, economists, accountants and managers. 
We ha^e alicsdy suggested that if these institutions are to play 
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their proper role, they will have to build up their own expertise 
and in the course of a few years it should be possible to have a 
large functional dement in the boards of these institutions. 
Similarly, the IDBI or whatever institution is expected to represent 
the state on the basis of the public sector equity holdings in private 
sector concerns, would also have to take steps to build up a special 
cadre of full time directors for this purpose. 

Finally we may again draw attention to the major lacunae 
that we have observed in the collection, maintenance and process-* 
iiig of data in the governmental organisations connected with licen¬ 
sing and related industrial subjects. While considerable data are 
obtained from the applications for licences, capital goods and 
foreign collaboration agreements as well as the ‘G’ form returns, 
these data are so maintained and processed that no effective use of 
them cither for the purpose of taking a proper decision in the 
particular case or for assisting overall planning of the industry 
is possible. 

We have already drawn attention to the point that the present 
system cannot even ensure that the applicant does not give different 
information at different stages of the processing of his proposal 
for licensing, capital goods and foreign collaboration. We have 
also drawn attention to the necessity of more data being obtained 
for purpose of scrutiny at different stages, ft is, however, neces¬ 
sary that mechanised data maintenance and processing methods 
should be used so that discrepancies can be detected automatically, 
checks arc exercised rigorously and in proper time, and further 
use of the data for feedback in the planning process is facilitated. 

Inherent l.imitatluns 

Wc have in the course of our work attempted to computerise 
the data collected by us, both on the licensing and the financing of 
private industry. Because of the inherent limitations of a com¬ 
mittee like ours, wc had to improvise and experiment. There 
arc various lines of analysis of the data collected by us that we 
could not pursue because of the limitations of lime. However, 
certain essential and basic data on both these aspects are now 
available in a form where large scale mechanical analysis of them 
is possible. It is our hope that government will not permit this 
effort to be wasted and that steps will be taken to continue and 
develop an effective system for the compilation, maintenance and 
processing of data on these vital aspects of industry*. 

The problem of ensuring that the country's attempts at eco¬ 
nomic growth lead to better opportunities and improved living 
for all and not to accentuating the already existing inequalities of 
income and adding to the concentration of economic power in the 
hands of a few dominant business groups has been in the fore¬ 
front of policy discussions right from the time of Independence. 
Attention has been specially focussed on this problem since I960 
and our Committee was appointed after concern was voiced in 
Parliament on Prof. Ha/ari's conclusion that the licensing 
system had unduly helped the larger industrial houses. We have 
attempted ihiough our inquiry to indicate the extent to which 
this fear was justified and what conclusions for policy and ad¬ 
ministrative action follow from it. 

It is obvious that licensing and financial assistance have to be 
considered in a certain overall context. The framework for this 
is provided by the Constitution and especially by the Directive 
Principles. The government resolution setting up the Planning 
Commission (1950) and the Industrial Policy Resolution (1956) 


both reiterate these principles. The country has chosen the pAlh 
of planned economic development. The Industrial Policy Reso¬ 
lution sets out the approach adopted by government in the field 
of industry in the context-of the goal of a socialistic pattern of 
society adopted by Parliament in 1954. Our recommendations 
fit in with this overall framework. 

Attaining National Objectives 

An industrial licensing and financial assistance arc only two— 
though important—-among the many instruments available to 
government for the attainment of national objectives, it is neces¬ 
sary to use these together. Wc have therefore made certain 
suggestions about how the other complementary instruments 
should be used. We believe that it is quite practicable to imple¬ 
ment these measures though we have left the details to be worked 
out by appropriate agencies. All these recommendations*are 
based upon an integrated approach to industrial and economic 
development. 

Our recommendations about the refashioning of industrial 
licensing to make it more purposeful and effective, the reorienta¬ 
tion and reorganisation of public financial institutions and the 
development of the ‘joint sector' all stand together and are aimed 
at attaining the basic national objectives of growth and equality. 
Moreover, their effectiveness depends a great deal upon other 
complementary steps, the most important among them being 
the laying down of specific guidelines on industrial policy, the 
refashioning of planning so as to ensure the formulation of detailed 
industry plans for the core sector, the strengthening and stream¬ 
lining of licensing and financing organisations and building up 
their personnel, the adoption of appropriate fiscal and other 
devices and the constitution of a Monopolies Commission. The 
improvements recommended by us will not yield adequate results 
unless government implements the various reforms in policies, 
organisation and procedures as parts of an integrated approach 
to industrial policy and planning. 
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Bill on Nationalisation of Banks 


AN ORDINANCE was promulgated on July 19 
nationalising 14 mi^or Indian scheduled com¬ 
mercial banks with deposits of Rs 50 crores 
Of more. A bill to replace the ordinance was 
introduced In the Lok Sabha on July 25 and 
it will have retrospective effect ffom July 19. 
The text of the bill follows: 

A bill to provide for the acQuisition and 
traitsfer of the undertakings of certain banking 
companies in order to serve better the needs 
of development of the economy in conformity 
with national policy and objectives and for 
matters connected therewith or incidental 
thereto. Be it enacted by Parliament in the 
Twentieth Year of the Republic of India as 
follows 

CHAPTER 1 

PREUMIN4RV 

Short title and commencement 

1. (I) This Act may be called the Banking 
Companies (Acquisition and Transfer of Under¬ 
takings) Act, 1969. 

(2) It shall be deemed to have come into 
force on the 19th day of July, 1969. 

Definitions 

2. In this Act, unless the context otherwise 
requires,— 

(a) “banking company'* does n^t include a 
foreign company within the meaning of 
section 591 of the Companies Act, 1956; 

(b) “existing bank* * means a banking com¬ 
pany specified in column 1 of the First Schedule, 
being a company the deposits of which, as 
shown in the return as on the last Friday of 
June, 1969, furnished to the Reserve Bank un¬ 
der section 27 of the Banking Regulation Act, 
1949, were not less than rupees fifty crores; 

(c) “corresponding new bank", in relation 
to an existing bank, means the body corporate 
specified against such bank in column 2 of the 
First Schedule; 

(d) “Custodian" means the person who 
becomes, or is appointed, a Custodian under 
section 10; 

(c) “prescribed" means prescribed by rules 
made under this Act; 

(f) “Tribunal" means the Tribunal consti¬ 
tuted under section 7; 

(g) words and expressions used herein and 
not defined but defined in the Banking Regula¬ 
tion Act, 1949, have the meanings respectively 
assigned to them in that Act. 

CHAPTER U 

Transfer of the undertaking of exi-stino 
BANKS 

EstabUshment of corresponding new banks and 
batinasa tbeceof 

3. (1) On the commencement .of this Act, 
there shall be constituted such corresponding 


new banks as arc specified in the First Sche¬ 
dule. 

(2) The paid-up capital of every correspond¬ 
ing new bank constituted under sub-section (I) 
shall, until any provision is made In this behalf 
in any scheme made under section 13, be equal 
to the paid-up capital of the existing bank in 
relation to which it is the corresponding new 
bank. 

(3) The entire capital of each corresponding 
new bank shall stand vested in and allotted 
to the central government. 

(4) Every corresponding new bank shall 
be a body corporate with perpetual succession 
and a common seal and shall sue and be sued 
in its name. 

(5) Every corresponding new bank shall 
carry on and transact the business of banking 
as defined in clause (b) of section 5 of the 
Banking Regulation Act, 1949. and may engage 
in one or more forms of business specified in 
sub-section (1) of section 6 of that Act, and 
and shall have power to acquire and hold 
property, whether movable or immovable, for 
the purposes of its business and to dispose of 
the same. 

(6) Every corresponding new bank shall 
establish a reserve fund to which shall be trans¬ 
ferred the share premiums and the balance, if 
any, standing to the credit of the existing bank 
in relation to which it is the corresponding new 
hank, and such further sums, if any, as may be 
transferred in accordance with the provisions 
of section 17 of the Banking Regulation Act, 
1949. 

Undertaking of existing banks to vest In corres¬ 
ponding new banks 

4. On the commencement of this Act, the 
undertaking of every existing bank shall be 
transferred to, and shall vest in, the corres¬ 
ponding new bank. 

Oeneral effect of testing 

5. (1) The undertaking of each existing bank 
shall be deemed to include all assets, rights, 
powers, authorities and privileges and all 
property, movable and immovable, cash 
balances, reserve funds, investments and all 
other rights and interests arising out of such 
property as were immediately before the 
commencement of this Act the owner¬ 
ship, possession, power or control of the exist¬ 
ing bank in relation to the undertaking, whether 
within or without India. And all books of 
accounts, registers, records and all other docu¬ 
ments of whatever nature relating thereto and 
shall also be deemed to include all borrowings, 
liabilities and obligations of whatever kind then 
subsisting of the existing bank in relation to the 
undertaking. 

(2) If, according to the laws of any country 
outside India, the provisions of this Act bv 
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themselves are not effective to transfer of vest 
any asset or liability situated in that emmuy 
which forms part of the undertakjing oT^ an 
existing bank to, or in, the corresponding new 
bank, the affairs of the existing bank in relation 
to such asset or liability shall, on and from the 
commencement of this Act, stand entrusted 
to the chief executive officer for the time being 
of the corresponding new bank and the elder 
executive officer may exercise all 
powers and do all such acts and things as may 
be exercised or done by the existing bank for 
the purpose of effectively winding up the affairs 
of that bank. 

(3) The chief executive officer of the corres¬ 
ponding now bank shall, in exercise of the 
powers conferred on him by sub-section (2)., 
take all such steps as may be required by the 
laws of any such country outside India for the 
purpose of effecting such transfer or vesting, 
and in connection thcrewitit may either himself 
or through any person authorised by him in 
this behalf realise any asset and discharge any 
liability of the existing bank. 

(4) Notwithstanding anything contained in 
sub-section (2), on the commencement of this 
Act, no person shall make any claim or 
demand or take any proceeding in India against 
any existing bank or any person acting in its 
name or on its behalf except in so far 
as may be necessary for enforcing the 
provisions of this section or except in so far as 
it relates to any offence committed by such 
person. 

(5) Unless otherwise expressly provided by 
this Act, all contracts, deeds, bonds, agree¬ 
ments, powers of attorney, grants of legal 
representation and other instruments of 
whatever nature subsisting or having effect 
immediately before the commencement of this 
Act and to which the existing bank is a party 
or w'hich arc in favour of the existing bank stiall 
be of as full force and effect against or in favour 
of the corresponding new bonk, and may be 
enforced or acted upon as fully and effectually 
as if in the place of the existing bank the 
corresponding new bank had been a parly 
thereto or as if they had been issued in favour 
of the corresponding new bank. 

(6) If. on the date of commencement of this 
Act, any suit, app*‘al or other proceeding of 
whatever nature is pending by or against the 
existing bank, the same shall not abate, be 
discontinued or be. in any way, prejudicially 
affected by reason of the transfer of ihe under¬ 
taking ol the existing bank or of anything 
conuined in this Act, but the suit, appeal or 
other proceeding may be continued, prosecuted 
and enforced by or against the corresponding 
new bank. 

(7) Nothing in this Act shall be construed as 
applying to the assets, rights, powers, authori¬ 
ties and privileges and property, movable and 
immovable, cash balances and investments in 
any country outside India (and other rights and 
interests arising out of such property, of any 
existing bank operating in that country if, 
under the laws in force in that country, it is 
not permissible for a banking company, owned 
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or controlJcd by govcrnnienl, to carry on the 
business of banking there. 

CHAKrrR HI 

PAYMtNF AND DLTRMINAriON OF i'OMPENSAI ION 

Pajment of compensation 

6. (I) The central government shall give 
conipcn.sation to each existing bank for the 
acquisition of its undertaking and such com¬ 
pensation Shalt be determined in accordance 
with the principles specified in llie Second 
Schedule and in the manner hereinafter set 
out, that is to say, 

(a) where the amount of compensation can 
be fixed by agreement, it shall be determined in 
accordance witli such agreement; 

(b) where no such agreement can be reached, 
the central government shall refer the mattei- 
to the Tribunal within a period of three months 
from the date on which the central government 
and the existing bank fail to reach an agree¬ 
ment regarding the amount of compensation. 

t2) Notwiihslanding that sepai ate valuations 
arc calculated under the principles specihed 
in the Second Schedule in respect of the 
several matters referred to therein, the 
amount of compensation to be given shall 
be deemed to be a single compensation to be 
given for the undertaking as a whole. 

(3) The amounl of compensation deter¬ 
mined in accordance with the foregoing pro¬ 
visions shall be paid to each existing bank in 
promissory notes or stock certificates of the 
central goviernmcnt, issued and repayable at 
par, and maturing at the end of ten years from 
the date on which the compensation is paid and 
carrying interest at the rate of four and a half 
per cent per annum ; 

Provided that where the amount of such 
compensation is not a multiple of one hundred 
rupees, any excess over the highest such multi¬ 
ple shall be paid by a cheque drawn on the 
Reserve Bank. 

Constitution of the Tribunal 

7. (1) The central govermcnl may. for the 
purposes of this Act, constitute a Tribunal 
which shall consist^of a chairman and two 
other members. 

(2) The chairman of the Tribunal shall be a 
person who is, or has been, a Judge of a High 
Court or of the Supreme Court, and, of the two 
other members of the Tribunal, one shall be 
a person who, in the opinion of the central 
government, has had c.xpcrience of banking and 
the other shall be a person who is a Chartered 
Accountant within the meaning of the 
Chartered Accountants* Act, 1949. 

(3) If, for any reason, a vacancy occurs in 
the office of the chainnan, or any other member 
of the Tribunal, the central government may 
fill the vacancy by appointing another person 
thereto in accordance with the provisions of 
sub-section (2) and any proceeding may be 
continued before the Tribunal so constituted 
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from the stage at which the vacancy had 
occurred. 

(4) The Tribunal may for the purpose of 
determining any compensation payable under 
this Act, choose one or more persons having 
special knowledge or experience of any rele¬ 
vant matter to assist it in the determination 
of such com|*)cnsation. 

Tribunal to have powers of a Civil Court 

8. The Tribunal shall have the powers of 
Civil Court, while trying a suit under the Code 
of Civil Procedure 1908, in respect of the follo¬ 
wing matters, namely : 

(a) summoning and enforcing the attendance 
of any person and examining him on oath; 

(b) requiiing the discovery and production 
of docujnents; 

(c) receiving evidence on affidavits; 

(d) issuing commissions for the examination 
of witnesses or docujnents. 

Procedure of the Tribunal 

9. <l) The Tribunal shall have power to 
jcgulalc its own procedure. 

(2) The Tribunal may hold the whole or any 
part of its inquiry in camera. 

(3) Any arithmetical or clerical error in 
any order of the Tribunal or any error arising 
therein from an accidental slip or omission 
may, at any time, be corrected by the Tribunal 
cither of its own motion or on the application 
of any of the parties. 

CHAPTER IV 

Management of corrfsponding new banks 

Head office and branches 

10. (I) The head office of each correspond¬ 
ing new bank shall be at such place as the 
central government may, by notification in the 
Official Gazette, specify in this behalf, and, 
until any such place is so specified, shall be at 
the place at which the head office of the existing 
bank, in relation to which it is the correspond¬ 
ing new bank, is on the date of the commence¬ 
ment of this Act, located. 

(2) The general superintendence and direc¬ 
tion of the affairs and business of a correspond¬ 
ing new bank shall, until any provision to the 
contrary is made under any schejne made under 
section 13, vest in a Custodian, w'ho shall be 
the chief executive officer of that bank and 
may exercise all powers and do all acts and 
things as may be exercised or done by that 
bank. 

(3) The Chairman of the existing bank hold¬ 
ing office as such immediately before the com¬ 
mencement of this Act, shall be the Custodian 
of the corresponding new bank and shall re¬ 
ceive the same emoluments as he was receiving 
immediately before such commencement; 

Provided that the central government may, 
if it is of opinion that it is necessary so to do, 
appoint any ojher person as the Custodian of a 
corresponding new bopk and the Custodian so 
appointed shall revive such emoluments as 
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the central government may specify in this 
behalf. 

(4) The Custodian shall hold office during 
the pleasure of the central government. 

Corresponding new bank to be guided by the 
directions of the central government 

11. (I) Every corresponding new bank shall, 
in the discharge of its function, be guided by 
such direction in regard to matters of policy 
involving public interest as the central govem- 
ment may, after consultation with the Gover¬ 
nor of the Rc.serve Bank, give. 

(2) If any question arises whether a direction 
relates to a matter of policy involving public 
interest, it shall be referred to the central 
government and the decision of the central 
government thereon shall be final. 

0 

Advisory Board to aid and advise the Custodian 

12. (1) There shall be an Advisory Board 
to aid and advise the Custodian in the discharge 
of his duties : 

Provided that the Advisory Board shall be 
dissolved on the constitution of a Board of 
Directors in pursuance of a scheme made under 
clause (b) of sub-section (2) of section 13. 

Provided further that the central government 
may, if it is of opinion that it is necessary so 
to do, dissolve the Advisory Board at any other 
time. 

(2) The Advisory Board shall consist of such 
persons as the central govermnent may, by 
notification in the Official Gazette, appoint. 

Power of central government to make scheme 
13 (1) The central govcrnjnent may, after 
consultation W'ith the Reserve Bank, make a 
scheme for carrying out the provisions of this 
Act. 

(2) In particular, and without prejudice to 
the generality of the foregoing power, the said 
scheme may provide for all or any of the fol¬ 
lowing matters, namely :— 

(a) the capital structure of the corresponding 
new bank, so however that the paid-up capital 
of any such bank shall not be in excess of rupees 
fifteen crorcs; 

(b) the constitution of the Board of 
Directors, by whatever name called, of the 
corresponding new bank and all such matters 
in connection therewith or incidental thereto 
as the central government may consider to be. 
necessary or expedient. 

(c) such incidental, consequential and supple- 
jnental matters as may be necessary to carry 
out the provisions of this Act. 

(3) The central government may, after 
consultation with the Reserve Bank, make a 
scheme to amend or vary the ^eme made 
under sub-section (1). 

CHAPTER V 

M18CELLANEOU.S 

CloMira of accotmti and dispbaal Of grofftt 
14. (1) Every comspondingjiewbaiik iball 
cause its books dosed and bataoeed on 
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wheresoever you may be 
CENTURY RAYON is with thee 


Century Rayon is with you in the suit^ shirts, 
lies, underwear, sarees and dresses which you 
wear; in your bedsheets, pillow-covers, blan¬ 
kets and carpets, as well as in the curtain and 
furnishing fabrics around you at home, or in 
the transport you use. 

When you ride a car, scooter or bicycle, you 
are, in fact, riding on Century Rayon’s 
continuous filament high-teoacity viscose 
'tvyon yarn from which the lyres used in 
th^ vehicles arc made. The tractor which 
tills the earth, the truck that Transports 
food, clothing and other materials for you 
as well as for the nation, and the vehicles 
that safely transport over rough terrain the 


jawans and their su|^lies,also use this mira« 
culous yam in their tyres. The tarpaulins, 
tents, drive belts, hoses, ropes and cot^s used 
in farming, defence and industries, also use 
Century Rayon yarn. 

Your sewing and embroidery threads, your 
ribbons and laces, the zari borders for your 
sarees, the elastic tape used in your dresses, 
gas mantles for petromax lanterns, even the 
humble lace of your shoes and the straps of 
your fancy chappals very likely contain 
Century Rayon's versatile yarn. 

T his IS how Century Rayon always serves you, 
no matter where you arc and what you arc 
doing. 


CENTURY RAYON 

H.O. INDUSniY HOUSB, CHURCHOATB RECLAMATION, BOMBAY-20. 
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YES! 

You can obtain 
Product Improvement 
with Cost Reduction 
in your industry 
with 
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EXTRUSIONS 

Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HINDALCO Aluminium 
Extrusions. There are endless applications 
in every industry using fabricated metal 
shapes as components of assembly. A sin¬ 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed In a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, H-sections, hollow shapes 
or semi-hollow shapes or special shapes. 

Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? it will pay you handsomely to 
do so I Please write to: 

HINDUSTAN ALUMINIUM 
CORPORATION LTD. 

Works: Renukoot, U.P. 

Offices: BOMBAY 
4IELHI-CALCUTTA-MADRAS 
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thfl 31st day of Dscombei^ oTeach year and shall 
appoint, with the previous approval of the 
Reserve Bank, auditors for the audit of its 
accounts. 

(2) Every auditor of a corresponding new 
bank shall be a person who is qualified to act 
as an auditor of a company under seciion 226 
of the Companies Act, 1956, and shall receive 
such remuneration as the Reserve Bank may 
fix in consultation with the central government. 

(3) Every auditor shall be supplied with a 
copy of the annual balance-sheet and profit 
and loss account and a list of all books kept 
by the corresponding new bank, and it shall be 
the duty of the auditor to examine the balance- 
sheet and profit and loss account with the 
accounts and vouchers relating thereto, and in 
the performance of his duties, the auditor- 

fa) shall have, at all reasonable times, access 
to the books, accounts and other documents 
of the corresponding new bank, 

(b) may, at the expense of the corresponding 
new bank employ accountants or other persons 
to assist him in investigating such accounts, 
and 

(c) may, in relation to such accounts, exa¬ 
mine the Custodian or any member of the Ad¬ 
visory Board or any officer or employee of the 
corresponding new bank. 

(4) Every auditor of a corresponding new 
bank shall make a report to the central govern¬ 
ment upon the annual balanc«rshcct and 
accounts and in every such report shall state— 

(a) whether, in his opinion, the balance- 
sheet is a full and fair balance-sheet containing 
all the necessary particulars and is properly 
drawn up so as to exhibit a true and fair view 
of the affairs of the corresponding new bank, 
and in case he had called for any explanation 
or information, whether, it has been given and 
whether it is satisfactory; 

(b) whether or not the transaction^ of the 
corresponding new bank, which have come to 
his notice, have been v ithin the powers of that 
bank; 

(c) whether or not the returns received from 
the offices and branches of the corresponding 
new bank have been found adequate for the 
purpose of his audit; 

(d) whether the profit and loss account shows 
a true balance of profit or loss for the period 
covered by such account; and 

(e) any other matter which, he considers 
should 1^ brought to the notice of the central 
government. 

(5) The report of the auditor shall be verified, 
signed and transmitted to the central govern¬ 
ment in such manner as mav be prescribed. 

(6) The auditor shall also forward a copy 
of the audit report to the corresponding new 
bank and to the Reserve Bank, 

^7) After making provision for bad and 
doubtful dibts^ depreciation in assets, contrl- 
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buttons to staff and superannuation fUnds and 
all other matters for which provision is necessary 
under any law, or which are usually provided 
for by banking companies, a corresponding new 
bank shall transfer the balance of profits to the 
central government. 

Removal fkom office of directors, etc. 

15. (I) Every person holding office as Chair¬ 
man, managing or other director of an existing 
bank shall, on the commencement of this Act, 
be deemed to have vacated office : 

Provided that nothing in this sub-section shall 
be construed as preventing any existing bank 
from constituting a Board of Directors or 
appointing any managing or other director with 
a view to transacting the following business, 
namely 

(a) registration of the transfer or transmission 
Qf^f shares; 

(b) arriving at an agreement about the 
amount of compensation payable under this 
Act or apF>earing before the Tribunal for ob¬ 
taining a detennination as to the amount of 
compensation; 

(c) distribution to each shareholder of the 
amount of compensation received by it under 
this Act for the acquisition of its undertaking; 

(d) carrying on the business of banking in 
any country outside India if under the law in 
force in that country any bank, owned or 
controlled by government, is prohibited from 
carrying on the business of banking there; 

(e) carrying on any business other than the 
business of banking : 

Provided further that such Board of Directors 
or managing or other director may be appointed 
at a meeting of the shareholders of the exist¬ 
ing bank convened— 

(1) in accordance with the provisions of 
section 169 of the Companies Act, 1956, or 

(ii) by the central government, where the 
shareholders of the existing bank have not 
convened such meeting. 

(2) The central government may, if it is of 
the opinion that it is necessary so to do, autho¬ 
rise an existing bank to bear such reasonable 
expenditure for discharging any of the func¬ 
tions referred to in clause (a), (b) or (c) of the 
proviso to Alb-section I (1) and may further 
authorise the corresponding new bank to ad¬ 
vance any amount in connection therewith to 
the existing bank and any amount so advanced 
shall be recouped from out of the compensation 
payable to the existing bank under this Act. 

(3) Save as otherwise provided in sub-section 

(1), all officers and other employees of an exist¬ 
ing bank shall become, on the commence¬ 
ment of this Act, officers and employees of the 
corresponding new bank and shall hold their 
offices or services in that bank on the same 
terms and conditions and with the same riglits 
to pension, gratuity and other matters as would 
have been admissible to them if the undertaking 
of the existing bank had not been transferred 
to and vested in the corresponding new bank 
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and continte to do so unless and until their 
employment in the corresponding new bank is 
terminated or until their remuneration, terms 
or conditions arc duly altered by the corres¬ 
ponding new bank. 

(4) For tfic persons who immediately before 
the commencement of this Act were the 
trustees for any pension, provident, gratuity or 
other like fund constituted for the officers 
or other employees of an existing bank, there 
shall be substituted as trustees such persons 
as the central government may, by general or 
special order, specify. 

(5) Notwithstanding anything contained in 
the Industrial Disputes Act, 1947, or in any 
other law for the time being in force, the transfer 
of the services of any officer or other employee 
from an existing bank to a corresponding new 
bank shall not entitle such officer or any other 
employee to any compensation under this Act 
or any other law for the time being in force 
and no such claim shall be entertained by any 
court, tribunal or other authority. 

Obligations as to fidelity and secrecy 

16. (I) Every corresponding new bank shall 
observe, except as otherwise required by law, 
the practices and usages customary among 
bankers, and, in particular, it shall not divulge 
any information relating to or to the affairs of 
its constituents except in circumstances in which 
it is. in accordance with law or practice and 
usage customary among bankers, necessary or 
appropriate for the cor res pond irtg new bank 
to divulge such information. 

(2) Every director, member of a local board 
or a corruTiittee, or auditor, adviser, officer or 
other employee of a corresponding new bank 
shall, before entering upon his duties, make a 
declaration of fidelity and secrecy in the form 
set cut in the Third Schedule. 

(3) Every Custodian of a corresponding new 
bank shall, as soon as possible, make a decla¬ 
ration of fidelity and sccrccy in the form set 
out in the Third Schedule. 

Custodian to be public servant 

17. Every Custodian of a corresponding new 
bank shall be deemed to be a public servant for 
ffie purposes of Chapter IX of the Indian Penal 
fbde. 

Certain defects not to invalidate acts or 
proceedings 

18. (1) All acts done by the Custodian, act¬ 
ing in good faith, shall, notwithstanding any 
defect in his appointment or in the procedure, 
be valid. 

(2) No act or proceeding of any Board of 
Directors or a local board or committee of a 
corresponding new bank shall be invalid merely 
on the ground of the existence of any vacancy,, 
or defect in the constitution of, such board or 
committee, as the case may be. 

(3) All acts done by a person acting in good 
faith as a director or member of a local board 
or committee of a corresponding new bank 
shall be valid, notwithstanding that it may 
afterwards be discovered that his appointment 
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was invalid bv reason of any defect or disqualifi- 
cafion or had icrininaicd by virtue of any pro 
vision contained in any law for the lime being 
in foicc; 

Provideil that nothing in this section shall be 
deemed to give validity to any act done by a 
director or member of a local board or commi¬ 
ttee of a corresponding new bank after his 
ap|X>intincnt has been shown to the correspond¬ 
ing new bank to be invalid or to have terminated. 

Indemnity 

19. (1> Every Custodian of a corresponding 
new bank and every officer of the central govern¬ 
ment and of the Reserve Bank shall be indem- 
nilicd by such bank against all losses and ex¬ 
penses incurred by him in or in relation to the 
discharge of his duties except such as have 
been caused by his own wilful act or default. 

(2) A director or member of a local board or 
committee of a corresponding new bank shall 
not be responsible for any loss or expense 
caused to such bank by the insufficiency or 
deficiency of the value of, or title to, any pro¬ 
perty or security acquired or taken on'behalf 
of the correponding new bank, or by the in¬ 
solvency or wrongful act of any customer or 
debtor, or by anything done in or in relation'to 
the c.xccution of the duties of his office, unless 
such loss, expense, insufficiency or delicicncy 
was due to any wilful act or default on the part 
of such director or member. 

References to existing banks on and from the 
coramencement of this Act. 

20. Any reference to any existing bank in 
any law, other than this Act, or in any contract 
or other instrument shall be construed as a 
reference to the corresponding new bank in 
relation to it. 

Dissolution 

21. (1) Notwithstanding'^anything contained 
in any other law for the time being in force, an 
existing bank shall, on such date as the central' 
government may, by notification in the Official 
Ga/eite, specify in this behalf, stand dissolved. 

(2) No provision of law relating to winding 
up of corporations shall apply to a correspond¬ 
ing new bank and no corresponding new 
shall be placed in liquidation save by ordeRf 
the central government and in such manner 
as it may direct. 

Power to make rules 

22. (I) The central government may, by 
noiificalion in the Official.Gazette, make such 
rules as it may think fit to carry out the pro¬ 
visions of this Act 

f2) In particular, and without prejudice to 
ihe generality of the foregoing powers, such 
jules may provide for all or any of the following 
matters, namely :— 

(a) the manner in which the business of the 
Advisory Board shall be transacted and the pro¬ 
cedure to be followed at the meetings thereof; 

<b> fees and allowances which may be paid to 
members of the Advisory Board for attending 


any meetings of the Board or of any Conunittoe 
that may be constituted by the Board; 

(c) the formation of any committee whether 
of the Advisory Board or of the corresponding 
new bank and the delegation of powers and 
functions lo such committees ; 

(d) any other matter which is required to be, 
or may be, prescribed. 

Rule? and schemes to be laid before Parliament 

23. Every rule and every scheme made by the 
central government under this Act shall be 
laid, as sison as may be, after it is made, before 
each House of Farliainent while it is in session 
for a total period of thirty days which may be 
comprised in one session or in two successive 
sessions, and if, before the expiry of the session 
in which it is so laid or the session immediately 
following, both Houses agree in making any 
modification in the rule or scheme or both 
Houses agree that the rule or scheme should 
not be made, the rule or scheme shall thereafter 
have cfTcct only in such modified form or be 
of no effect, as the case may be; so, however, 
that any such modification or annulment shall 
be without prejudice to the validity of anything 
previously done under that rule or scheme, as 
the case may be. 

Power to make regulations 

24, (I) The Board of Directors of a corres¬ 
ponding new bank may, after consul¬ 
tation with the Reserve Bank and with the 
previous sanction of the central government, 
make regulations, not inconsistent with the 
provisions of this Act and any rule or scheme 
made thereunder, to provide for all mailers for 
giving cfTcct to the provisions of this Act. 

(2) In particular and without prejudice to the 
generality of the foregoing power, the regulations 
may provide for all or any of the following 
matters, namely :— 

(a) the powers, functions and duties of local 
boards [and restrictions, conditions or limita¬ 
tions, if any, subject to which they may be 
exercised or performed, the formation and 
constitution of local committees and commi¬ 
ttees of local board (including the number of 
members of any such committee), the powers, 
functions and duties of such committees, the 
holding of meetings of local committees and 
committees of local boards and the conduct 
of business thereat; 

(b) the manner in which the business of the 
local boards shall be transacted and the pro¬ 
cedure io connection therewith; 

(c) the delegation of powers and functions 
of the board of directors of a corresponding new 
bank to the general manager, director, officer 
or other employee of that bank; 

(d) the conditions or limitations subject to 
which the corresponding new bank may appoint 
officers, advisers and other employees and fix 
their remuneration and other terms and condi¬ 
tions of service; 

(e) the duties and conduct of officers, ad¬ 


visers and other empibyees of the corresponding 
new bank; 

(f) the establishment and maintenance of 
superannuation, pension, provident or other 
funds for the benefit of officers or employees 
of the corresponding new bank or of the de¬ 
pendants of such officers or employees and the 
granting of superannuation allowances, annui¬ 
ties and pensions payable out of such funds; 

(g) the conduct and defence of legal proceed¬ 
ings by or against the corresponding new bank 
and the manner of signing pleadings; 

(h) the provision of a seal for the correspond¬ 
ing new bank and the manner of effect of its 
use; 

(i) the form and manner in which contracts 
binding on the corresponding new bank may bo 
executed; 

(j) the conditions and the requirements 
subiect to which loans or advances may be 
made or bills may be discounted or purchased 
by the corresponding new bank; 

(k) the persons, or authorities who shall ad¬ 
minister any pension, provident or other fund 
constituted for the benefit of officers or em¬ 
ployees of the corresponding new bank or their 
dependants; 

(1> the preparation and submission of state¬ 
ments of programmes of activities and financial 
statements of the corresponding new bank and 
the period for which and the time within whicK 
such statements and estimates arc to be pre¬ 
pared and submitted; and 

(m) generally for the efficient conduct of the 
afTairs of the corresponding new bank. 

(3) Until any regulation is made under sub¬ 
section (1), the articles of association of the 
existing bank and every regulation, rule, bye¬ 
law or order made by the existing bank shall, 
if in force at the commencement of this Act, 
be deemed to be the regulations made under sub¬ 
section (1) and shall have effect accordingly 
and any reference therein to any authority of 
the existing bank shall be deemed to be a 
reference to the corresponding authority of the 
corresponding new bank. 

Amendment of certain enactments 

25. (1) In the Banking Regulation Act 
1949.— 

(I) In section 34A, in sub-section (3), for 
the words “and any subsidiary bank* the words 
figures and brackets “a corresponding new bank 
constituted under section 3 of the Banking 
Companies (Acquisition and Transfer of Under¬ 
takings) Act, 1969, and any subsidiary bank’* 
shall be substituted. 

(b) In section 36AD, in sub-section (3), 
for the words “and any subsidarf bank*', the 
words, figures and brackets “a corresponding 
new bank constituted under section 3 of the 
Banking Companies (Acquisition and Transfer 
of Undertakings) Act 1969, and any subsidiary 
bank'* shall be substituted. 

(c) In section 51, for the words **or any 
other bunking institution notified by the central 
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And bmotwts *‘br any correapoiuliftg taw bank 
coo^tut^ under section 3 of the Banking 
CofO{>aliite (Acquisteion and Transfer of 
Undertaldogs) Act, or itity othef banking 
ifutitutioii notifin<l by the oentral government 
in this behalf* shaU be substituted. 

(2) 1ft the Industrial Disputes Act. 1947. 
in section 2, in clause (bbX for the words *'and 
any subsidiary bank** the words, iigutes and 
brackets **a corrcspofjding new bank constituted 
under section 3 of the Banking Companies 
(Acquisition and Transfer of Undertakings) 
Act. 1969, and any subsidiary bank” shall be 
subtiluted. 

(3> in the Banking Companies (Legal 
Practioners' Clients* Accounts) Act, 1949. 
in section 2, in clause (a), for the words **and 
any subsidiary bank”, the words, ligures and 
brackets corresponding new bank consti¬ 
tuted under section 3 of the Banking C ompanies 
(Acquisition and Transfer of Undertakings) 
Act, 1969, and any subsidiary bank” shall be 
substituted. 

Removal of difficulties 

26. If any difficulty arises In giving clVcci 
to the provisions of this Act, the central govern¬ 
ment may make such order, not inconsistent 
with the provisions of this Act. as may appear 
to it to be necessary for the purpose of removing 
the difficulty : 

Provided that no such power shall be exer¬ 
cised al'ler the expiry of a period of two years 
from the commencement of this Act. 

Repeal and saving 

27. (1) The Banking Companies (Acqui¬ 
sition ajid Transfer of Undertakings) Ordinance. 
1969, is hereby repealed. 

(2) Notwithstanding such repeal, any¬ 
thing done or any action taken, including any 
order made, notification issued or direction 
given, under the said Ordinance shall be deemed 
to have been done, taken, made, issued or 
given, as the case may be, under the corres¬ 
ponding provision of this Act. 

THE FIRST SCHEDULE 
(See sections 2, 3 and 4) 

Existi/iff bank Corresponding new 

hank 

Central Bank of India Central Bank of India 
Limited 

Bank of India Limited Bank of India 
Punjab National Bank Punjab National Bank 
Lixnitej 

Bank of Baroda Bank of Baroda. 

Limited. 

United Commercial United Commercial 
Bank Limited. Bank. 

Canara Bank Limited Canara Bank. 

United Bank of India United Bank of India. 
Limited. 

Dena Bank Limited. Dena Bonk. 

Syndicate Bank Limited Syndicate Bank. 

Union Bank of India Union Bank of India. 
Limited. 

Allahabad Bank Allahabad Bank. 

Limited. 

Indian Bank Limited. Indian Bank. 

Bank of MahamahCra Bank of Maharashtra. 
Limited. 

Indian Overseas Bank Indian Overseas Bank. 
Ltmited.' 
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(See section 6) 

Principles or compensation 

L' The compensation to be paid by the 
central government to each existing bank in 
respect of the acquisition of the undertaking 
thereof shall be an amount equal to the sum- 
total of (he value of the assets of the existing 
bank as on the commencement of this Act, 
calculated in accordance with the provisions 
of Part 1, less the sum total of the liabilities 
computed and obligations of the existing bank 
calculated in accordance with the provisions 
of Part 11. 

Fart Assets 

For the purpose.^ of this Part, ‘‘assets” means 
the total of the following : - 

(n) the amount of cash in hand and with 
the Reserve Bank and the State Bank of India 
(including foreign currency notes which shall 
be ctmverted at the market rate of exchange); 

(b) the amount of balances with any bank, 
whether on deposit or current account, and 
money at call and short notice, balances held 
outside India being converted at the market 
l atc of exchange. 

Provided that any balances which arc not 
realisable in lull shall be deemed to be debts 
and valued accordingly; 

(c) tlic market value, as on the day imme¬ 
diately before the corruncnccment of this Act, 
of any securities, .shares, debentures, bonds and 
other investments, held by the bank concerned. 

Explanation —For the purposes of this clause ■ 

(/) securities of the central and state govern¬ 
ment (other than the securities specified in 
clauses (it) and (///) of this Expianuiion) matur¬ 
ing for redemption within five years from the 
commencement of this Act shall be valued at 


239 

the face value or the maiket value, whichever 
is higher: 

(if) securities of the central government 
such as Post .Office Certificates and Treasury 
Savings Deposit Certificates and any other 
securities or cettifleates issued or to be issued 
under the Small Savings Schemes of the cenftal 
government, shall be valued at their face value 
or the enca.shablc value as on the. day imme¬ 
diately before the commencement of this Act, 
whichcv'cr is higher; 

(i7/) where the market value of any govern-' 
ment security such as the zamindari abolition 
bond or other similar securities in respect of 
which the principal is payable in instalments, is 
not ascertainable, or is, for any reason, not 
considered as reflecting the fair value thereof or 
as otherwise appropriate, the securities shall 
be valued at such an amount as is considered 
reasonable having regard to the instalments of 
principal and interest remaining to be paid, 
the period during which such instalments arc 
payable, the yield of any security, issued b> 
government to which tHc security pertains 
and having the same or approximately the same 
maturity, and other relevant factors: 

(iV) where the market value of any security, 
share, debenture, bond or other investment 
is not considered reasonable by reason of its 
having been affected by abnonnal factors, the 
investment may be valued on the basis of it^ 
average market value over any reasonable 
period; 

(r) where the market value of any security, 
share, debenture, bond or other investment is 
not ascertainable, only such value, if any. 
shall be taken into account as is considered 
reasonable having regard to the financial 
ITosition of the issuing concern, the dividend 
paid by it during the preceding live years and 
other relevant factors; 

(d) the amount of advances (including loans, 
cash credits, overdrafts, bills purchased and 
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discouttted) and other debts, whether secured 
for unsecured, to the extent to which they are 
reasonably considered recoverable, having 
r^ard to the value of the security, if any, the 
operation on the account, the reported 
worth and respectability of the borrower, the 
prospects of realisation and other relevant 
considerations. 

(e) the market value of any land or building; 

(/) the total ajnount of the premia paid, 
in respect of all lease-hold properties, reduced 
in the case of each such premium by an amount 
which bears to such premium the same pro¬ 
portion as the expired term of the lease in 
respect of which such premium shall have been 
paid bears to the total term of the lease; 

(^> the written down value as per books, 
or the realisable value, as may be ccmsidcred 
reasonable, of all furniture, lixtures and 
fittings; 

ih) the market or realisable value, as may be 
appropriate, of other assets appearing on the 
books of the bank, no value being allowed 
for capitalised expenses, such as share selling 
commission, organisational expenses and 
brokerage, losses incurred and similar other 
items. 

Pari II Liabilities 

For the purposes of this Part, ^'liabilities'’ 
means the total amount of all outside liabilities 
existing at the commencement of this Act, 
and all contingent liabilities which, the corres¬ 
ponding new bank may reasonably be expected 
to be required to meet out of its own resources 
on or after the date of commencement of this 
Act. 

Ckktain DivioF.Nns Nor ro nt takln into 
ACCOUNI 

2. No separate coinpensation shall be pay¬ 
able for any dividend in respect of 
any periott immediately preceding the com¬ 
mencement of this Act. 

Provided that nothing in this paragraph 
shall preclude the payntent of any dividend 
which was declared before such comjncnce- 
mcni. 

THE THIRD SCHEDULE 
sub-sections (2) and O) of section 16) 
Declaration oi- fidelity and secrlcy 

1. do hereby declare 

that I will faithfully, truely and to the best of 
my skill and ability execute and perform the 
duties required of me as Custodian, Director, 
member of Local Board, member of local Com¬ 
mittee, auditor, adviser, officer or other em¬ 
ployee (as the case may be) of the* 
and which properly relate to the office or posi¬ 
tion in the said* held by me. 

1 further declare that 1 will not communicate 
or allow to be communicated to any person 
ndt legally entitled thereto any information 
rdatihg to the affairs of the* or to the 

affairs of any person having any dealing with 
the* nor will 1 allow any such 

person to inspect or, i^Cve access to any books 
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** 

or documents belonging to or in the possession 
of the* and relating to the business 

of the* or to the 

business of any person having any dealing with 
the* 

•Name of corresponding new' bank to be 
filled in. 

btoies on clauses 

Clause 2 seeks to insert deffnitioos of certain 
new expressions in the Act. The profx>fied 
definitions are self-explanatory. 

Clause 3 seeks to provide for the eonslilution 
of 14 new banks w ith the share capital of each 
bank being allotted to the central government. 
Each new bank shall be a body corporate and 
shall carry on the business of banking. 

Clause 4 seeks to provide for the transfer 
and vesting of 14 existing banks, as mentioned 
in the First Schedule, in the corresponding 
new banks. 

Clause 5 clarifies the general effect of vesting 
so that the business of each new bank continues 
uninterrupted. 

Clause 6 seeks to provide for the payment of 
compensation to each existing bank for the 
acquisition of the undertaking in accordance 
with the principles specified in the Second 
Schedule. Siicli compensation will be paid 
m the central government promissory notes or 
stock certificates at par of a maturity of 10 years 
at 4i per cent interest. If no agreement is 
reached with the bank, regarding the quantum 
of compensation the clause provides for the 
reference of the question to the Tribunal. 

Clause 7 seeks to provide for the constitution 
of a Tribunal consisting of a chairman and two 
other members. 

Clause 8 seeks to confer the powers of a 
Civil Court oa the Tribunal. 

Clause 9 seeks to confer on the Tribunal ihc 
power to regulate its own procedure. 

Clause 10 seeks to spccily the head office of 
each bank and to provide for the appointment 
of the Chairman of an existing bank as the 
Custodian for the new bank until the constitu¬ 
tion of Board of Directors in terms of the 
scheme that may be framed by the central 
government under section 13 of the Act. It 
also seeks to empower the central govern¬ 
ment to appoint any other person as a Cus¬ 
todian of the new bank, if the central govern¬ 
ment so consideres it necessary. 

Clause 11 seeks to provide for the issue of 
directions by the central governntent in regard 
to matters of policy involving public interest. 

Clause 12 seeks to provide for the consti¬ 
tution of an Advi.sory Board pending the 
constitution of a Board of Directors in pur¬ 
suance of a scheme that may be framed under 
section 13 of the Act. 

Clause 13 entpowers the central government 
to make a scheme for the capital structure of 
each bonk and for the constitution of the Board 
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of Directors for the new bank and all other 
matters which are necessary for carrying out 
(he provisions of the Act. 

Clause 14 contains provisions regarding 
accounts and audit of each bank. 

Clause 15 provides for the vacation of office 
of the existing directors of each bank, but 
allows it to constitute a Board of Directors 
for the transaction of certain specified typ»cs of 
business. The more iintxirtant of which arc 
the distribution to each sharclu^der of tlie 
amount of compensation received by it and 
for carrying on the business of banking in 
any country outside India if under the law of 
that country the transfer of business to a bank 
owned by tlie government is not permissible. 

Clause 16 seeks to place an obligation on 
•very new bank as to the fidelity and secrecy 
relating to accounts of the individual consti¬ 
tuents of every bank. 

Clause 17 seeks to make every Custodian of 
new bank a public servant for the purpo.se of 
Chapter IX of the Indian Penal Code. 

Clause 18 .seeks to provide protection for 
anything done in good faith to the Custodian' 
Board of Directors for any «Tction irrespective 
of any defect in their appointment. 

Clause 19 seeks to provide indemuity to every 
Custodian of the bank and officer of tlic central 
government or the Reserve Bank against ail 
losses not w'ilfiilly caused. 

Clause 20 provides for the construction of 
refercoces. 

Clause 21 provides for the dissolution of 
existing bank. 

Clauses 22 to 24 provide for tlie rule and 
icgulation making pow'cr of the central govern¬ 
ment. 

Clause 25 pros ides for the application t»f 
certain enactments to the new ban|i>. 

Clause 26 empowers the central govcrjuneni 
to make orders to remove any difficulties in 
the application of the Act. 

Clause 27 provides for the re|X*al of the 
Ordinance. 

FINANCIAl MEMORANDUM 

Clausc.s 4 and 6 provide for the acquisition 
of the undertaking of the existing banks and 
llic payment of compensation on the basis of 





And miles to go before I slee|i'*« 
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I he niarkel value of ihe assets less the outside 
liabilities in accordance with the principles 
set out in the Second Schedule. The compen- 
saiion IS payable in the form of marketable 
central government securities to be is,sued at 
par . ('laiise 7 provides for the constitution of 
a riihunal, consisting of a chairman and two 
other membcis to determine the comtscn^uition 
payable in the ease of any existing bank if the 
amount arrived at m accordance with the 
provisions in the Second Schednie and oHcrcd 
by the central government is not acceptable 
to that bank. 

2. Ihe compcnsatu>n will be payable with 
refeicnee to the actual assets and liabilities 
ot the existing banks as on the date ol the com¬ 
mencement of the Banking Companies (Acqui¬ 
sition and IVansler of Undertakings) Oidi- 
nance, 19(/U The value of these assets and 
the extent of tile liabilities will have to be as¬ 
certained after an investigation and scrutiny 
of the record? of the existing banks and may 
^ also have to l>e settled by the rribunal if a 
reference is made to Ihe rribunal under clause 7 
of the Bill. It IS not possible at this stage to 
indicate the precise amount of the compensa¬ 
tion, which will be payable by the central 
government but it is estimated that having 
regard to the total amount of the assets and 
liabilities of the lourtecn existing banks, the 
cojnpensatK»n payable tor the acquisition ol 
their undertakings may be about Rs7.^croies, 
This amount may Iiave to be paid by the 
c'cnti'al government over a period of two to 
ihiec years bin it is nvU possible to indicate 
at this stage the exact quantum of compensa¬ 
tion that may have to be disbursed in the 
current or the tollowing linancial years. 

3. As regards reemring cxpcndituie this 
will arise out of interest on government sevu- 
ritics paid for compensation. 1 he rate tvl 
interest specified in the Bill is 4.50 pci cent 
for a maturity of ten years. On this basis 
the amount of the interest liability every year 
will be Rs 3.375 erorcs. 

4. As regards the expenditure on the setting 
up of a Tribunal, this is likely to be incurred 
only if such a Ti ibunal is set up in the event of 
an agreement not being reached with any ol 
the existing banks. If a Tribunal is set up, 
recurring expenditure at the rale of about 
Rs 3 lakhs per annum may be incurred during 
the period for which it continues to function. 
The non-recurring expenditure is not likely to 
exceed Rs 50,000. 

MEMORANDUM REGARDING DELE¬ 
GATED LEGISIATION 

Clause 13 of the Bill empowers the central 
government to make a scheme in consultation 
with the Reserve Bank for carrying out the 
provisions of the Act. The scheme will inter 
aha provide for matters relating to capital 
>1 rue lure of the corresponding new bank, 
ihc constitution of the Board of Directors 
on such incidental or consequential matters 
as may be before both Houses of Parliament 
and every such scheme be subject to modifica¬ 
tion or annulment by Parliament. 

Clause 14 empowers the central government 


to prescribe the manner of verification and 
transmission of the report of the auditor. 

Clause 22 of the Bill empowers the central 
government to make rules to carry out the 
purposes of the Act. The matters in rcsjicct of 
which such rules may be made, inter aha, relate 
to the manner in whicli the business of the 
Advisory Board shall be transacted, fees and 
allowances etc., which may be paid to the 
members of the Advisory Board, the forma¬ 
tion of any committee of the Advisory Board or 
of tlie corresponding new bank and for similar 
matters. Every rule made by the central 
government shall be laid before both Houses of 
Parliament and shall be subject to modification 
or annulment by Parliament. 

C lause 24 empowers the Board of Diicctois 
of a new bank to frame regulations (for the 
(ransactiim of its business) in consultation with 
the Reserve Bank and with the previous sanction 
of the central government. Such regulations 
shall not be inconsistent with the provisions of 
the Act or the rules made thereunder to carry 
out the purposes of the Act. 

Ihe maiters in respect of which any scheme, 
rule and regulation may be made are gencially 
matters of piocedure and administrative detail 
and jt is not piaclicabic to provide for them 
in the Bill itself. I he delegation of legislative 
power IS. therefore, of a normal character. 

ANNEXURL 

Ext a At IS rROM tml Banking Rluulanon 
Act,1949 

(10 of 1949) 

PART II 

Busi.sf.ss OF Bankim; Companiks 
Production of Documents of Confidentiul Nature 

34.\. i\) 

(3) For the purposes of this section, 
“banking company” includes the Industrial 
Development Bank of India, the Reserve Bank, 
the State Bank of India and any subsidiary 
bank. 


PART IIB 

PROHIBinONOf CTRIAIN ACTIVITJfSIN KFIAIJON 

TO Banking Compamis 

Punishments for Certain Activities in Relation 
to Banking Companies 

36AD. (1) 

(3) For the purposes of this section, “banking 
company” includes the Reserve Bank, the 
Industrial Development Bank of India, the 
State Bank of India, and any subsidary bank. 

PART IV 

MlSfTLLANEOUS 

Application of Certain ProYistotts to the State 
Bank of India and oilier Notified Banks. 

51. Without prejudice to the provisions of 


the State Bank of India Act, 1955, or any other 
enactment, the provisions of section 10, 13 
to 15, 17, 19 to 21, 23 to 28, 29 (excluding 
sub-section (3), 31, 34, 35, 35A, 36 (excluding 
clause (d) of sub-section (1)), 46 to 48. 50, 52 
and 53 .shall also apply, so far as may be. to 
and in relation to the State Bank of India or 
any other banking institution notified by the 
central government in this behalf as they apply 
to and in relation to banking companies: 

Provided that - 

(r/) nothing contained in clause (c> of 
sub-scelion (1) of section 10 shall apply to the 
chairman of the State Bank of India or to a 
general manager of any subsidiary bank in 
so far as the said clause precludes him from 
being a director of, or holding an office*in, 
any institution approved by the Reserve Bank. 

(/>) nothing contained in section 19 shall 
apply to the holding by the Stale Bank of India 
shares in the capital of any such subsidiary 
bank; and 

(c) nothing contained in section 46 or in 
section 47A shall apply to any officer of the 
central government or the Reserve Bank or 
the State Bank of India, nominated or appoin¬ 
ted as director of the State Bank of India, or 
any such subsidiary bank or any other banking 
iastitijtion notified by the central government 
under this section. 

EXTRACIS I ROM llIE INOUSIRIAL Dl.SPLTfc.S 

Act, 1947 
(Hof 1947) 

CHAPTER I 
Preliminary 

Definitions 

2. In this Act, unless there is anything 
repugnant in the subject or context,-— 

(hh) “banking company" means a banking 
company as defined in section 5 of the Banking 
Companies Act, 1949, having branches or 
other establishments in more than one state, 
and includes the Industrial Development Bank 
of India, the Reserve Bank of India, the State 
Bank of India and any subsidiary bank as 
defined in the State Bank of India (Subsidiary 
Banks) Act, 1959. 

E.XTRArTS FROM THE BANKING COMPANIES 

(Legal, Pr actitjoners* Clients’ Acl'glints) 
Acr, 1949 
(46 OF 1949) 

Definitions 

2. In this Act* unless there is atiything 
repugnant in the subject or context, ^i«r 

(a) “banking company' * means any banking 
company as defined in section S of the Banking 
Companies Act, 1949, and includes the State 
Bank of India and any subsidiary bank as 
defined in the State Bank of India (Subsidary 
Banks) Act. 1959; 

(h) “legal practitioner” has the same mean¬ 
ing as in the Legal Practioners Aet, 1879. 
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NEEDED: A DIALOGUE, NDTA DUEL 

THE BUSINESS community was rather slow to react to the twist which the Prime 
Minister has lately given to the central government’s economic policies. To some 
extent this was because the abruptness of the development had taken business¬ 
men by surprise; many of them perhaps believed that the nationalisation of 
banking was an act of political aberration committed by Mrs Gandhi while she 
was under intense strains of a personal nature and that it indicated no real break 
with what had been the general line of the government’s thinking on economic 
affairs. To the extent that the business community was taken unawares, it cer¬ 
tainly needed time to collect Us thoughts and respond in a considered manner to 
the new economic policy which the Prime Minister was evidently resolved to 
follow. 

The business community’s reticence, however, might not have been wholly 
due to the clement of surprise in Mrs Gandhi’s strategy. On the contrary, an ugly - 
suspicion is abroad that the restraint shown by it was no voluntary virtue, but was 
dictated by apprehensiveness about the future, even if not by fear of the govern¬ 
ment. In any case, it was certainly rather unusual for the apex body of the busi¬ 
ness community, the Federation of Indian Chambers of Commerce and Industry, 
not only to have observed complete silence but to have gone into a veritable 
purdah. Its prestige and reputation were not enhanced by reports circulating in the 
country of what passed between a delegation of its leaders and the Prime Minister 
on whom they had called soon after the promulgation of the ordinance nationalis¬ 
ing the 14 largest commercial banks. According to these reports, the representa¬ 
tives of the FICCl listened without murmur or protest to a harsh castigation by the 
Prime Minister of the private sector and all its works and came away without ven¬ 
turing to present their point of view. If this version, which has received wide 
publicity in the land, is true, the image it presents of the business community is 
certainly not a very attractive one. 

It may be suggested that (he way the representatives of the business community 
choose to order their relations with the government in power is their business after 
all. We do not agree. The primary concern of those who run industries or 
manage trade is, no doubt, to produce goods and distribute them. But business 
as an institution in a democratic community has certain political and social obli¬ 
gations as well. As an organic entity, in the structure of a free society, it is clearly 
committed to be active and effective in preserving and promoting that structure. 
The larger national community has a right to claim from it a due discharge of this 
responsibility. 

The men who are engaged in industry and commerce, we are sure, expect the 
rest of the community in a democratic political order to stand by them in defence 
of their right to practise a profession or to carry on trade or business — a right 
which, in our Constitution, has been enshrined in a chapter on Fundamental 
Rights. In return, the business community should be able and willing, when neces¬ 
sity arises, to stand up for all the other democratic freedoms which are vital to the 
entire community, including itself. It would be a sad day for private enterprise in 
our country if the public is to lose confidence in the capacity or availability of the 
business community for participation in the preservation and pursuit of these 
larger freedoms. 

This does not mean that we arc not aware of the tremendous political pressures 
under which businessmen, individually or collectively, have to function these days, 
but we are convinced that these pressures will intensify rather than ease with 
every failure on the part of the business community to display legitimate lirmness 
and courage in resisting such economic policies of the government of the day as 
are clearly hostile to the full and free functioning of the institutions of private 
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enterprise subject only to the disciplines 
of a democratic political system. 

Fortunately for the business commu¬ 
nity, a belated attempt is being made to 
set the record straight. A meeting of the 
Indian Merchants’ Chamber Bombay, 
held in that city on August 7, is a case 
in point. The representative character 
of this meeting may be gauged from the 
fact that it represented over 120 asso¬ 
ciations affiliated to the chamber and, 
speaking collectively, a wide cross- 
section of trade and industry, compri¬ 
sing over 15,000 industrialists and busi¬ 
nessmen, big or small. The discussion 
at this meeting disclosed that there was 
unanimity of opinion among those who 
participated in or were present at it that 
recent trends in government thinking 
seemed to strike at the very existence 
of the private sector and that, at such a 
crucial juncture, it was important that 
the business community should stand 
united and face the challenge with 
courage. 

The keynote speech of the meeting, 
delivered by Mr J.H. Doshi, President 
of the Indian Merchants’ Chamber, 
was a remarkably frank and forthright 
speech and was without any suggestion 
of the fear complex which it seems to be 
the business of the political propaganda 
now raging in the country to whip up 
among the people, particularly business¬ 
men. Mr Doshi confessed that busi¬ 
nessmen were at a loss to understand 
the rationale behind such sudden and 
precipitous acts of the central govern¬ 
ment as the abrupt taking away of the 
Finance portfolio from Mr Morarji 
Desai, the issue of an ordinance for 
nationalising 14 banks just on the eve 
of the meeting of Parliament and the 
haste with which the bill to replace the 
ordinance was subsequently rushed 
through the central legislature. 

Besides passing strictures on the 
arbitrariness of the nationalisation of 
banking and its potential for inflicting 
harm on the economy, Mr Doshi 
joined issue with the Industrial Licens¬ 
ing Policy Inquiry Committee and ex¬ 
posed the crude and shallow econo¬ 
mics of the pretentious recommenda¬ 
tions of that committee. He sounded a 
warning against indiscriminate inter¬ 
ference with the institutions and pro¬ 
cesses of the private sector as well as 
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against the reckless expansion of the 
public sector. Facing squarely the 
committee’s charge that there had been 
a growth of monopolies and concentra¬ 
tion of economic power through the 
functioning of the private sector, he 
argued that to the extent that there had 
been distortions in the healthy growth 
of the private sector, it had been largely 
because of the wrong licensing policy 
often persisted in by the government 
against the advice or protests of the 
business community. 

Pleading that the only way to remove 
mass poverty or reduce inequalities 
of income was to adopt a positive 
approach to the problems of economic 
development by stimulating production 
and productivity, he emphasized the 
fact that a programme of nationalisa¬ 
tion was no real alternative to this 
approach as it would merely concen¬ 
trate economic power in political hands 
and promote bureaucratisation, there¬ 
by impairing the initiative and enter¬ 
prise of businessmen and endangering 
the freedom and liberty of all individuals. 
Finally, striking a valiant blow for the 
dignity and self-respect of the business 
community, Mr Doshi called the go¬ 
vernment’s bluff by declaring the willing¬ 
ness of private enterprise to face the 
inquiry into its working which the 
Prime Minister or other ministers have 
been threatening it with. He asserted 
that there could be no objection to such 
a probe if it was calculated to serve the 


THERE is perhaps no better instance 
of a hastily drafted legislation than is 
provided by the Banking Companiej 
(Acquisition and Transfer of Under¬ 
takings) Ordinance or even the bill 
subsequently passed by Parliament. 
It is rather amazing that there were 
many gaps in the ordinance which were 
sought to be filled by the bill. Even here 
the elaborate amendments to the bill first 
circulated among Members of Parlia¬ 
ment had to be amended again. The. 
fact is that there is considerable con¬ 
fusion in thinking and not even aware¬ 
ness of what arc the technical issues 
involved. It has taken nearly a fort¬ 
night to accept that the corporate entity 
of the existing bank is still alive and 
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national interest and if it was related to 
the operational efficiency of the private 
sector. 

For ourselves, we have no doubt in 
our mind that any impartial or objective 
evaluation of the individual functioning 
of enterprises representing a cross-sec¬ 
tion of the corporate sector would clear¬ 
ly establish, in terms of all the relevant 
criteria, such as industrial expansion, 
diversification of industries, import 
substitution, export promotion, return 
on capital, contribution to public 
revenues, remuneration of labour and 
dividend to shareholders, the lifrge and 
dynamic contribution which private 
enterprise has made to the advancement 
of the economy over the last 22 years. 
The question is whether the govern¬ 
ment is interested in this kind of study. 
For the sake of its own prestige as well 
as for the good of the country, the 
government would do well to initiate 
a new approach of a friendly and pro¬ 
ductive dialogue with the business 
community. The establishment of this 
positive relationship has become all 
the more necessary in view of the dis¬ 
trust and discontent aroused by re¬ 
cent developments in the government’s 
economic attitudes and policies. The 
proceedings of the meeting of the Indian 
Merchants’ Chamber, we hope, have 
shown that the business community is 
not Jacking in the strength to resist the 
forces of demoralisation that may be 
Jet loose on it. 


that only the business of the undertaking 
had been transferred to the correspond¬ 
ing bank. The paid-up capital of the 
latter will be equal to the paid-up 
capital of the former and not be the 
paid-up capital of the former. The 
existing bank will receive the compen¬ 
sation paid by the government and there 
will be no distribution to the share¬ 
holders directly as proposed by the 
union Law Minister. 

Apart from the technical difficulties 
Involved in this procedure, considerable 
confusion would be created if the share¬ 
holders had to apply to the government 
directly for compensation within a 
stipulated period. Under the la^st 
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airaugemeitt the compensation would 
be paid to the shareholders of the exist¬ 
ing bank as on My 19» 1969, and any 
holder who had not been able to get. 
his shares transferred or who had ob¬ 
tained them from the registered share¬ 
holder on the basis of a definite under¬ 
standing would have to get his compen¬ 
sation from the shareholder concerned. 
This procedure may appear to be correct 
though it passes one’s comprehension 
why share transfers should not be 
effected at least in those cases where the 
transaction [had been concluded prior 
to the promulgation of the ordinance. 

The method of compensation is more 
or less on the lines adopted in the case 
of the state associated banks when the 
excess of assets over liabilities was 
valued on the basis of market prices 
for securities and other investment and 
a careful scrutiny of advances. This 
valuation is considered fair especially 
as it is suggested that the ascertainable 
value of buildings would be taken into 
consideration for determining the sur¬ 
plus. But there is a fundamental 
difference between the two situations. 
In the case of the stat^ associated banks 
there was only part nationalisation and 
compensation was paid in cash. Those 
who wanted to surrender fully their 
holdings got paid in cash though the 
objective of the government was only 
to acquire a controlling interest of 55 
per cent in the paid-up capital. On 
the present occasion, however, all the 
shares of the nationalised banks arc 
being taken over by the government, 
perhaps with a view to eliminating 
“vested interests”. But it was con¬ 
templated in the ordinance that pay¬ 
ment should be made only in market¬ 
able securities to the bank as a whole 
and the advisory board will take a de¬ 
cision in regard to the manner of pay¬ 
ment of compensation to the share¬ 
holders. 

After considerable debate and con¬ 
fusion, it has been eventually decided 
that all the shareholders will get com¬ 
pensation on (he basis defined by 
government in such proportion which 
their holdings bear to the paid-up 
capital of the affected banks and the 
existing banks will be responsible for 
diatributlng the compensation. In the 
first amendment to tUs clause it was 
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suggested that the shareholders should 
get compensation directly and not 
through the existing banks. This pro¬ 
posal has been abandoned perhaps due 
to legal difBculties and the confusion 
that might be created by asking indi¬ 
vidual shareholders to send their share 
certificates to the Reserve Bank or any 
other agency nominated by the govern¬ 
ment for getting payment. The existing 
banks will now be responsible for distri¬ 
bution of compensation and no claim 
can be entertained by the government 
from a shareholder directly, the exis¬ 
ting banks being liable in this regard. 
In the first amendment it was also 
proposed that even a single shareholder 
can complain to the tribunal and ask 
for a wording on the fairness of the 
compensation determined by the go¬ 
vernment. The banks will probably 
dispute the compensation and ask for 
a reference to the tribunal if it was felt 
that the basis adopted had not been 
correct or fair. 

The payment of compensation will 
be in the form of 4i per cent 10-ycar 
bonds or 5*^ per cent 30-year bonds 
and the existing banks will have the 
option to accept payment in cither of the 
securities or both. The option once 
exercised cannot be modified. The 
government has, however, agreed to 
pay some part of the compensation in 
cash in order to help the small share¬ 
holders. The arrangement to pay inte¬ 
rim compensation within one month 


A policy of full Cfnplo>inent may be said to 
have become the new caiegorical imperative 
for any democratic s>’st<?ni of Government. 
To the generation which has been haunted by 
the compelling fear of massive unemployment 
as during the inter-war pcriod/Trecdom from 
want**naturaUy appears as an essential compo¬ 
nent of a liberal system of freedom. The masses 
wielding effective power in a modern state will 
never tolerate mass unemployment and chro¬ 
nic economic insecurity. Consequently, it is 
hardly to be wondered ut that the British Go¬ 
vernment’s recent While Paper on “Fmploy- 
ment Policy” (Cmd. should open with 
the word that ’’the Gove, ‘nent accept as one 
of their primary aims and responsibilities the 
maintenance of a high and stable level of 
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a good gesture. 
But icilfitoOT been more a^ro- 
priate if the government had agre^ to 
pay compensation in cash or securities 
to the full extent of the face value of 
shares. It is now proposed to distri¬ 
bute only 50 per cent of the paid-up 
capital to the existing banks as interim 
payment. It has also been agreed that 
cash should be paid up to a maximum of 
Rs 5,000 to the shareholders and where 
50 per cent of the face value of holdings 
exceeds Rs 5,000 the balance will be 
paid in 4i per cent bonds or 5i 
per cent bonds as the case may be. The 
interim payment will be taken into 
account when further payments have 
to be made in full satisfaction of the 
compensation. It has, however, been 
pointed out that the remaining amount 
will be made available only in the form 
of .securities and shareholders who are 
entitled to compensation only up to 
Rs 5,000 in respect of their holdings 
would receive the balance in securities, 
even though a shareholder whose hold¬ 
ings had a right to compensation over 
Rs 10,000 and who had also shares of 
the face value of Rs 10,000 would have 
received cash payment up to Rs 5,000. 
This will obviously involve hardship 
for the small shareholders. 

While the decision providing for 
interim payment up to 50 per cent of 
the paid-up capital in cash and/oi 
securities is to be welcomed as this 
arrangement will help the shareholders 


cmplomcnt after the war”. Altliough the 
White Paper has in many quarters been hailed 
as “a landmark in economic history”, it is note¬ 
worthy that the document caused less public 
stir than the Beveridge social security scheme— 
probably because of the former being more 
technical in details. However, an examination 
of these technical details which the British 
White Paper adumbrates, shows how different 
from Britain's is the problem of an adequate 
full employment policy in India in the context 
of our overriding economic problems. From 
the point of view of the nature of economic 
problems which face us in India, we would 
indeed not be far from correct if we said that 
although the White Paper Is written with a 
positive ring, actually its true tone is negative. 


£scjtezn ^Iconomidi 25 l^ea.t6 
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to receive some part of the compen¬ 
sation witliout delay, there is a strong 
case for raising the amount payable in 
cash to at least Rs 10,000 per shai*c- 
holder where the face value of his 
holdings docs not exceed this amount. 
Also, the government would not be 
taking any undue risk by agreeing to 
effect payment towards compensation 
to the extent of the paid-up capital. 
An analysis of the reserve position of the 
14 nationalised banks even at the end 
of 1968 (the details are given in the table 
below) will show that except in the 
case of two banks the amount payable 
will be more than or nearly twice the 
paid-up capital, in some cases 2i 
times and in one case over three times. 
This would clearly suggest that every 

PAID-UP CAPITAL AND RESERVES 
OF 14 NATIONALISED BANKS 

(Rs crores) 

Name Paid-up Rese- Paid-up Col. 4 
of the capital rve?. capital as per- 
bank & re- centage 

serves of col. 2 


1 

2 

3 

4 

5 

Central 

Bank 

4.79 

7.63 

12.42 

2.59 

Bank of 
Baroda 

2.50 

3.41 

5.91 

2.36 

Bank of 
India 

4.05 

6.52 

10.57 

2.61 

Punjab 

National 

2.00 

5.01 

7.01 

3 .51 

United Co 
mmercial 

2.80 

4 38 

7.18 

2.56 

United 

Bank 

2.68 

1.33 

4.01 

1.50 

Syndicate 

Bank 

1.29 

1.57 

2.86 

2.22 

Canara 

Bank 

1.50 

1.53 

3.03 

2.02 

Indian 

Overseas 

1 00 

1.14 

2.14 

2.14 

Indian 

Bank 

0.89 

1.14 

2.03 

2.28 

Bank of 
Mahara¬ 
shtra 

1.48 

0.64 

2.12 

1.43 

Union 

Bank 

1.25 

1.15 

2.40 

1.92 

Allahabad 

Bank 

1.05 

1.49 

2.54 

2.42 

Dena 

Bank 

1.25 

1.61 

2 86 

1 29 

Total 

28.53 38.55 

67 08 

2 35 
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shareholder would receive by way of 
compensation more than twice the 
amount of the paid-up capital except in the 
case of the United Bank of India and the 
Bank of Maharashtra. The government' 
will be causing unnecessary loss of in¬ 
come for the shareholder and prolong¬ 
ing the period of uncertainty by paying 
only 50 percent of the paid-up capital 
immediately. 

There is reason to believe that the 
actual surplus will be more than the 
published reserves apart from the fact 
that there would have been fresh addi¬ 
tions out of the earnings for the first 
half of this year. Again, the market 
value of investments has appreciated 
significantly in the past two years with 
buoyancy of the gilt-edged market. 

It is also likely that in spite of the cumb¬ 
rous process proposed to be adopted 
by the government in regard to the 
valuation of buildings, there will be a 
sizable surplus over book cost, which 
would mean that the actual surplus wall 
be much more than the disclosed re¬ 
serves. There will, of course, have to 
be a careful examination of outstanding 
advances and it might happen in some 
cases that the provision against bad and 
doubtful debts is not considered ade¬ 
quate. However, it is unlikely that 
unrealisablc advances will constitute 
any large amount. Tn any case there 
is no danger of the reserves being wiped 
out by sticky or bad advances even 
where the reserves do not constitute 


more than 50 per cent of the paid-up 
capital. 

The government should, therefore, 
take a generous view in regard to the 
payment of compensation and the 
valuation of the assets and liabilities. 
It will be benefited to a great extent by 
the annual surpluses that will be rea¬ 
lised out of current earnings as it has 
been roughly estimated that the earnings 
of the 14 nationalised banks will be 
over Rs 7 crores after taxation, for the 
current year while it will be paying only 
Rs 3.375 crores by way of interest 
charges on 4i percent 10-year bonds. 
Even if shareholders elected to receive 
compensation fully in the form of 
53 per cent 30-ycar bonds, the 
interest charges will not work out to 
more than Rs 4 .125 crores. 

Apart from the advantage that may be 
derived by the government as a result 
of a diversion of resources of the bank¬ 
ing system to the public sector to a 
greater extent than now, it will be readily 
recognised that the nationalisation of 
banks is being achieved on a cheap basis. 
Over and above the immediate gaiq that 
will be secured, the scope for a further in¬ 
crease in earnings is vast as latterly new 
trends in the growth of deposits have 
been emerging and all indications suggest 
that there will be a faster spread of 
the banking habit and a spectacular 
growth in the stature of banks in the 
coming years if only nationalisation did 
not reverse these healthy trends. 


Crude Prices Tussle 


IHE prices of imported crude oil 
are again in the news. With a view to 
making the three private sector re¬ 
fineries of Burmah Shell, Esso and 
Caltcx reduce their f.o.b. crude prices 
from SI .38 to SI .28 a barrel (Aghajari. 
light Iranian crude), the Ministry of 
Petroleum and Chemicals has been 
curtailing the allocations of foreign 
exchange to them by 7.5 per cent with 
effect from June last. The implication 
of this step is that if the oil refineries 
want to import the same quantities 
of crude as they had been bringing 
in prior to June, the f.o.b. price they 
can pay is 28 a barrel. If they 
continue to effect imports at a higher 
price, they have to cut down the 
quantity. 

The government has asked the three 


oil refineries to reduce their crude 
prices because it feels that as a result 
of excess supply, larger discounts are 
now available over the posted prices 
of crude in west Asia than was the case 
some months ago. As evidence of 
this, it is understood to have brought 
to the notice of the managements of the 
three refineries three offers of supply 
of light Iranian crude, though in modest 
quantities, at «1.28 a barrel. Pre¬ 
sumably, the offers in question were 
(i) of Petrofina, the Belgmn oil conv- 
pany, for the supply of some 180,(XX) 
tonnes of crude to the Cochin refinery 
which Was said to have been made in 
M^y; ill) of International Company, 
also to the Cochin refinery made some 
time after tb^ Petrofina offer; and 
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(Hi) of the Continental Oil Company 
of the United States which envisaged 
supply of one or two million tonnes 
to the government. 

The government is also reported to 
have asserted that some consignments 
of west Asian crude have been shipped 
by oil companies in the recent past to 
two Latin American countries at 
lower f.o.b. price than what is being 
charged from this country. Another 
argument put forth is that supplies 
to Japan and Pakistan were being 
effected at rates lower than SI.38 a 
barrel. 

As under their refinery agreements, 
the three oil managements are obliged 
to match their import prices with the 
prevalent rates at any given time, the 
government apparently is well within 
its rights in asking for the lowering 
of import prices by the three manage¬ 
ments. If the latter fail to do so. the 
government may legitimately urge 
them to accept, of course, on a pro rata 
basis (along with the three private 
refineries, there arc another two public 
sector refineries that are coast-based), 
the crude imported by it at lower prices, 
even though the refinery agreements 
give the freedom to the oil companies 
to procure supplies from sources of 
their choice. 

But is it fair to bring undue pressure 
to bear on the oil refineries for the 
acceptance of a price which may not 
be commercial? Petrofina has denied 
having made any offer to the Cochin 
refinery, directly or indirectly. The In¬ 
ternational Company, the Minister for 
Petroleum, Dr Triguna Sen, revealed 
in Parliament a few days ago, had also 
backed out after signing a contract 
with the Cochin refinery. The Conti¬ 
nental Oil Company is reported to have 
said that the facts about its offer have 
not been divulged fully and correctly. 
Linked as it is said to be with the 
supply of liquid ammonia for a ferti¬ 
lizer project, the offer of Continental 
surely cannot be styled “commercial”. 
In view of these facts, the government 
obviously has to substantiate its 
case much more fully than it has done. 

As regards supplies of west Asian 
crude to Japan» due recognition perhaps 
has not been given by the government 
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to the commercial praettoe of giving 
some lai^ger concessions if the quanti¬ 
ties sold are huge. The case of sup¬ 
plies to Latin American countries 
perhaps is no different, as the tradi¬ 
tional source of supply of crude to these 
nations is the Caribbean Islands. So 
far as the supplies to Pakistan arc 
concerned the contract is for three years 
at a fixed price of S 1 .53 per barrel. 
Such a contract apparently cannot be 
acceptable to this country in view of 
the declining trend in the prices of west 
Asian crude, especially following the 
closure of the Suez Canal. 

Among the oil companies, Burmah 
Shell is stated to have offered to reduce 
its f.o.b. price by four cents a barrel 
in recognition of ihe fact that the 
west Asian crude prices have tended to 
soften. The actual reduction in the 
c. & f. price, which a few months ago 
was about S 1.54 a barrel, may 
be somewhat more as freight charges 
from the Persian Gulf ports have also 
gone down in the recent past. Despite 
the fact that freight charges to Bombay 
arc about two cents more than to 
Karachi, the c. & f. price of Burmah 
Shell now may amount to 1.49 a 
barrel. The other two companies can 
be expected to fall in line with Burmah 
Shell as they have been doing in the 
past. But the crucial question is 

Taxing in 

THE road transport industry is faced 
with one of the most tantalising dilemmas 
confronting our industrial economy. This 
industry has not only vast scope for expan¬ 
sion, a point on which official and non- 
official viewpoints arc not at variance, 
but is actually assigned an ambitious target 
in the fourth five-year Plan, and the auto¬ 
mobile industry too is anxious to achieve 
the target. Yet it is not able to seize the 
opportunity, partly because accepted 
policies arc not being implemented by the 
authorities and partly because the genuine 
grievances of automobile manufacturers 
are not heeded promptly. Merely assigning 
an ambitious target is not enough; it should 
be rendered possible by active official 
assistance, wherever needed. The mini¬ 
mum essentials for the healthy growth of 
this industry outlined by the outgoing 
President of the Association of Indian 
Automobile Manufacturers (A 1AM), 
Mr K. V. Srinivasan, the other day, do not 
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SfadPs offer will to 
acceptable to the government. The 
indications, as at present, are that it is 
not. 

In case the government is not able 
to arrange expeditiously supplies of 
light Iranian crude at $ 1.28 a barrel 
(f.o.b.) to establish that discounts over 
the posted prices are available to the 
extent it feels, its bargaining position 
with the oil refineries will indeed weaken 
considerably. The recent cut in the 
foreign exchange allocations to the 
refineries can perhaps be kept up for 
another month as demand for petro¬ 
leum products is usually at a low ebb 
till then. This implies that negotia- - 
lions with oil refineries will have to to 
completed soon. Shortages of petro¬ 
leum products, when demand picks 
up in October, may otherwise create 
complications. 

Incidentally, the persistent softening 
of crude prices in west Asia over the 
past few years has put the government 
in an unenviable position. In its en¬ 
thusiasm for pushing the public secto^ 
towards the commanding heights of the 
oil refining industry, the government 
has burdened the country for several 
years to come with a fixed f.o.b. price 
of $ 1.35 a barrel (high sulphur Darius 
crude) in the case of the Madras refinery. 

the Dark 

appear to be unreasonable, Here they are: 

(j) Treat the automobile industry as 
a basic industry. 

(ii) Remove controls on price and 
distribution. 

(iii) Facilitate full utilisation of instal¬ 
led capacity and permit expansion 
of existing units to achieve econo¬ 
mics of scale. 

(iv) Implement the recommendations 
of the Road Transport Taxation 
Enquiry Committee as well as 
those of the Study Group on 
Road Transport Planning. 

To this list may be added the continual 
complaints of automobile manufacturers 
that they do not receive sufficient supplies 
of steel, whether indigenous or imported, 
as also of tyres and quality components. 
This appears to be the major bottleneck, 
and it is a pity that it should manifest 
itself at a time when the industry bids 
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fair to undertake the manufacture of com¬ 
plete vehicles. As it is, the Indian auto¬ 
mobile industry claims to have attained 
98 per cent indigenous content. The 
tragedy is that, though there aie sufficient 
supplies of steel, these do not reach the 
industry because of a senseless lack of co¬ 
ordination as between two important 
economic ministries—the Ministry of 
Industry and the Ministry of Steel. The 
Ministry of Industry considers the auto¬ 
mobile industry as a priority industry, but, 
strangely enough, the Ministry of Steel 
does not appear to regard it so. What is 
simply incredible is that the Steel Ministry 
should continue to hold this archaic view 
even after the Government of India had 
accepted the specific recommendation of the 
Pande Committee that the automobile 
industry should be given priority for its 
requirements of steel. Instead of wasting 
its energies on the will o'the wisp of the 
small car, the government would 
do well to remove this anomaly and also 
work for a better co-ordination between 
sponsoring authority and the administra¬ 
tive machinery of the steel plants so as to 
streamline the machinery for timely and 
adequate supplies of both indigenous and 
imported steel to the automobile industry. 

Although nothing could be more obvious 
than the homo truth that roads and auto¬ 
mobiles go hand in hand and the inade¬ 
quacy of roads in our cduntry has been 
repeatedly stressed, the facts about 
roads presented by Mr R. G. Saraiya, 
who was chief guest at this meeting, 
should serve as a shock treatment to our 
complacent governments, both central 
and state, and bestir them to some pur¬ 
poseful and prompt action. Here are 
these facts : 

(i) India has today only 180 kins of 
roads for 1,00,000 population. 

(ii) The number of trucks plying in 
our country at present is three 
lakhs and this is expected to go up 
to 4.7 lakhs at the end of the fourth 
Plan. 

(iii) There arc 80,000 passenger buses 
(including 34,000 buses operating 
in the nationalised sector) and, 
over the next five years, this 
number is estimated to rise to 
1,15,000 (including 60,000 or about 
50 per cent in the nationalised 
sector). 

The Planning Commission hopes that 


the private sector investment in transport 
and communications could Increase more 
than four-fold, /.<?., from Rs 250 crores 
during the third Plan to Rs 1,010 crores. 
As in respect of many others, in this 
too, the Planning Commission has not 
said a word about the basis for this target. 

Mr Saraiya could not help comparing 
these measly plan allocations to roads 
with the rapidly rising revenue from year 
to year from our road transport. Whereas 
the revenue from roads which were Rs 591 
crores during the second Plan is expected 
to rise to Rs 3,795 crores in the fourth 
Plan, the allocation has declined steadily 
from 43 per cent of the revenue that 
accrued from road transport in the second 
Plan to 32 per cent in the third Plan, 
24 per cent in the three annual plans from 
1966 to 1969, and to a bare 25 per cent in 
the draft fourth Plan. Nor could he resist 
the resulting conclusion of this comparison, 
v/z., that ‘‘road transport is being looked 
upon by government as an important 
source for augmenting general revenue 
clearly at the cost of road development, 
which has never got its due share.” 

This brings us to the point about heavy 
taxation on road transport as much as on 
the automobile industry. After taking 
about four years to study this problem, 
it may be recalled, the Keskar Committee 
assessed the tax element in the cost of 
operation at 36 per cent in the case of 
trucks and 42 per cent in the case of buses. 
Since then, there have been further addi¬ 
tions and the limits do not seem to have 
been reached yet. Only a few days ago. 

Congratulation 

IN his statement to the shareholders 
of the Tata Iron and Steel Company 
dated July 18, 1969, Mr J.R.D. Tata 
complimented the Government of India 
on the success it has been able to achieve 
in export promotion. He said that ex¬ 
ports had “soared to new heights” 
and he attributed this largely to the 
government’s strategy and action. Mr 
Tata has often been a strong critic of 
the government’s economic policies. 
His praise to the government for its 
handling of the export problem is 
therefore significant. 

Let us however look critically at the 
export figures and find out to >vhat 
extent and in which directions our 
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the Maharashtra govertiment introduced a 
bill which gives it powers to levy toUs on 
motor vehicles on bridges costing over 
Rs 10 lakhs to the government The 
proposal seeks to recover this outlay 
within a period of 12 years, but it is not 
clear whether the levy will cease thereafter 
or not. Past experience shows that any 
government levy, even if it is promised to 
be temporary and for a particular puiposo 
only tends to become not only permanent 
but also all pervasive and oppressive. 
Such unthinking and heavy taxation is 
harmful not only to road transport and 
automobile manufacturers, but also to go¬ 
vernment's revenue realisations from road* 
transport, a point noted by Mr Saraiya 
but apparently not sufficiently appreciated 
yet by the authorities. According to one 
estimate, in return for every rupee generated 
by the road transport industry, less than 
30 paise are spent on the development of 
roads. (The industry generates, directly 
and indiicctly, total tax revenue for the 
central and state governments of over 
Rs 550 crores.) So Mr Saraiya’s advice 
was that government should reduce 
these heavy taxes. “It is possible”, 
according to him, “that with a reduction 
in taxation in this case, the government 
may get a higher total return from these 
very taxes and, at the same time, give a 
fillip to both road transport and automobile 
industries.” The lime has come when 
governments, both at the centre and in the 
states, should be prepared to reduce the 
level of taxation in return for a more than 
proportionate measure of assured 
economic progress. 

on Exports ? 

efiforts have actually succeeded. Such an 
analysis is necessary to have a correct 
picture of our export performance in 
1968-69. 

Though our total exports in 1968-69* 
at Rs 1,360 crores were higher by Rs 
161 crores or 13.5 per cent over the 
previous year, the fact is that we suffered 
a severe setback in major items such 
as jute goods and tea and a moderate^ 
decline in tobacco, spices and mica. 
Fluctuations in exports are» of course, 
inevitable to some extent especiaUy^ 
when many commodities are based on 
agriculture. But the fall in jute goods 
and tea could have been averted, or at 
least its magnitude could have been re-^ 



4uQed, if the government had pursued 
practical policies. In the case of the 
jute industry, for example, the exports 
fell from Rs 180.2 crorcs in 1967-68 
to Rs 156.5 crores in 1968-69. Though 
there was an increase in the export of 
carpet backing cloth, that of hessian 
and sacking fell, with the result that 
there was a decline in the total export 
earnings from jute goods. Many 
factors are responsible for the down¬ 
ward trend in the export of our jute 
goods in recent years. But, clearly, a 
major share of this responsibility is that 
of the government. To give only one in¬ 
stance, the Government of India had 
announced in October 1967 the provi¬ 
sion of Rs 5 crores in soft loans to the 
jute industry. But in April this year, a 
spokesman of the Indian Jute Mills 
Association complained that till then 
•'not one paisa has been distributed”. 
He said, “Here is an example of comp¬ 
lete contradiction between the govern¬ 
ment’s declared policy and its actual 
working”. 

Tea exports declined from Rs 180.2 
crores in 1967-68 to Rs 156.5 crorcs 
in 1968-69. Factory; beyond the in¬ 
dustry’s control such as over-production 
of tea are to some extent responsible 
for the fall in our tea exports. But at 
the same time there is no doubt that if 
the government had not taxed the lea 
companies so heavily and also not bur¬ 
dened them with heavy imposts in the 
form of various labour amenities, it 
would have been po.ssible for them to 
increase their competitive capacity and 
achieve higher exports. At present 
producers of quality tea do not get the 
incentive to export more because of ex¬ 
cessive export duties and excise duties. 

It i$ thus clear that at least in respect 
of the two major commodities which 
earn the largest amount of foreign ex¬ 
change, one cannot compliment the 
Government of India on its export 
policy. It 1 $ true that there has been 
an impressive increase in the export of 
engineering goods from Rs 32.6 crores 
in 1967-68 to Rs 67.4 crores in 1968-69. 
But this was possible mainly because of 
the recession which reduc^ the home 
demand and the closure of the Suez 
Canal as a result of which several 
countries have found it worthwhile to 
import their requirements of engineering 
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goods from India in preference to 
European countries. 

So far as the direction of our exports 
was concerned, 1968-69 witnessed many 
disturbing trends. For instance, our 
exports to the United Kingdom went 
down by about Rs 27 crores — from Rs 
229.05 crores in 1967-68 to Rs 201.51 
crores in 1968-69. Though import 
restrictions imposed by Britain reduced 
our exports, it is clear that neither the 
Government of India nor the trade had 
made systematic efToris to sell our 
goods to this important market. A 
recent report from London said that 
there had been numerous complaints 
from the heads of departments of Crown 
agents for overseas governments re¬ 
garding the bad performance by cer¬ 
tain Indian companies in the execution 
of contracts awarded to them on behalf 
of Commonwealth slate undertakings. 
One wonders how there can be such 
complaints when wc have so many ex¬ 
port promotion councils and other 
organisations whose duty it is to main¬ 
tain eternal vigilance on our exports 
and safeguard our reputation in foreign 
markets. 

Our export to many African coun¬ 
tries also declined in 1968-69 compared 
to the previous year, h'or example, ex¬ 
ports to Algeria fell from Rs 54 lakhs 
to Rs 21 lakhs, to Nigeria from Rs 3.75 
crorcs to Rs 3.08 crores, to Sudan 
from Rs 20.75 crorcs to Rs 18.47 
crores and to Tunisia from Rs 2 crores 
to Rs I .45 crorcs. Our exports to 
the United Arab Republic practically 
stood still, being Rs 21.82 crores in 
1968-69 against Rs 21.53 crores in 

1967- 68. It is obvious that our atten¬ 
tion to the African markets has been 
quite inadequate. 

There was also a big fall in our ex¬ 
ports to Latin America from Rs 5.45 
crores in 1967-68 to Rs 3.65 crorcs in 

1968- 69. The decline was steep parti¬ 
cularly in the export to Brazil from 
Rs 59 lakhs to Rs 25 lakhs, Mexico from 
Rs 68 lakhs to Rs 44 lakhs, Peru from 
Rs 1.31 crores to Rs 50 lakhs and Chile 
from Rs 43 lakhs to Rs 29 lakhs. This 
setback was mainly on account of lower 
exports of jute goods. The fact that 
Brazil is able to sell its jute goods to her 
neighbours without duty puts our 
products at a disadvantage. The ex¬ 
port of our engineering goods to Latin 
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Ameraaralttb dropp^ from Rs 30,89,290 
in 1967-68 to Rs 10,54,856 in 1968-69. 
The offtake by most countries declined 
sharply as shown in the following table. 


EXPORT OF INDUN ENGINEER¬ 
ING GOODS TO SOUTH AMERICA 

(Value in rupees) 


Countries 

April- 

March 

1967-68 

April- 

March 

1968-69 

Argentina 

1,67,161 

1,865 

Bermuda 


3,538 

Bolivia 

35,689 

21,558 

Brazil 

25,50,545 

3,37.073 

Chile 

8,100 

1,363 

Colombia 

60,678 

22,552 

Ecuador 

93,909 

50,289 

Gautcmala 

3,060 


Nicaragua 

16,245 

7,433 

Peru 

1.04,133 

4,69,917 

Surinam 

23,665 

88,390 

Venezuela 

26,105 

50,878 


Several measures to step up exports 
to l.atin America have been recommen¬ 
ded by the Indian trade delegation which 
visited that area recently. But it re¬ 
mains to be seen to what extent the 
government, industry and trade will 
implement them. 

Our total exports to east Europe in¬ 
creased from Rs 225.94 crores in 1967- 
68 to Rs 266.50 crores in 1968-69. 
But exports to the German Democratic 
Republic fell from Rs 20.31 crorcs to 
Rs 19.84 crores and to Hungary from 
Rs 12.82 crorcs to Rs 10.06 crores. 

This analysis clearly reveals that our 
export efforts do need considerable 
drive and dynamism. The Government 
of India, of course, has been more alive 
to this problem than ever before. But 
it is still necessary to watch the trends 
carefully and take corrective action 
according to circumstances. Our ex¬ 
port potential is large but it needs to be 
exploited effectively. With proper co¬ 
ordination between the government and 
businessmen, and appropriate changes 
in economic policies, it will not be 
impossible to achieve the fourth Plan’s 
export target of Rs 1,900 crorcs. 
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AMERICAN AID : AN ANALYSIS 

R.V» MURTHY 


THERE is no need for any independent 
country, unless it is sufTcring from some 
inferiority complex, to be ashamed of going 
in for foreign aid. The world's economic 
history records that countries which are 
economically developed or industrially 
strong today have at one time or the other 
availed of foreign aid and foreign invest¬ 
ment. For example, in the initial stages, 
the United Stales, which now leads the 
test of the world in its economic potential, 
received capital from Europe. E^cn the 
USSR notwithstanding its diametrically 
diticicnt ideology, was not averse to 
foreign aid or collaboration. Indeed, even 
in the year of grace 1969, automobile manu¬ 
facturers of western Europe have been 
invited and afforded facilities by the Soviet 
Union for the manufacture of cars. Ob¬ 
viously then, it is not foreign aid as such, 
but the source of such foreign aid that 
seems to evoke certain curious reactions 
among some people. It is, therefore, 
necessary to examine the motives and the 
manner of aid from different sources to 
conclude whether aid from a given source 
is really desirable or not. Let us, for 
example, analyse American aid to India 
from these two standpoints. 

Real Motives 

In judging the motives of American aid 
to this country, wo need not be guided 
cither by the statements made by spokes¬ 
men of the US aid agencies themselves 
before their Congress, or by ilie propaganda 
of those that dislike tho US on political 
or/and ideological grounds. For, while the 
former are apt to exaggerate the advan¬ 
tages—not only economic but also political 
and military—to their country, especially 
when fine sentiments such as expression of 
humanity towards fellow-beings have 
apparently ceased to impress, tho latter 
—so it seems to me—are not always con¬ 
cerned about this country’s economic 
development as much as about such deve¬ 
lopment assuming a pattern and a com¬ 
plexion of their own liking, if not ideology. 
A dispassionate examination, I submit* 
shows that American aid to India is not 


only relatively more altruistic, making 
allowance for human limitations, but also 
more purposeful. This cannot be said, for 
instance, of Marshall aid, which stemmed 
out of a concern that the US was about to 
stand alone in a world increasingly domina¬ 
ted by the communists, or the Mutual 
Security Programme, which was mainly 
aimed at increasing the ability of countries 
rimming the communist world to parti¬ 
cipate in their own defence. It is more 
akin to Point IV of President Truman—a 
bold new' programme of technical assistance 
to make the benefits of US scientific ad¬ 
vances and industrial progiv'.s available 
for the improvement and growth of under¬ 
developed countries—or President Eisen¬ 
hower’s Development Loan Fund, which 
recognised the need to lake care of tho 
long-term tasks of creating self-sustaining 
economics in the developing nations, or, 
for that matter. President Kennedy’s 
creation, the Agency for International 
Development, which favoured, for the first 
lime, the idea of Jinking development 
loans with technical assistance. In all these 
assistance attempts by America, one cun 
discern an evolution of the concept of 
aid along sound and constructive lines. 
What could be more refreshing than to 
hear an American say: “Our goal is to 
help develop a community of free, inde¬ 
pendent and dynamic nations in the belief 
that through that route there can be greater 
assurance of a peaceful world.” There is 
nothing in this that one can take exception 
to, nor anything that is cither derogatory 
to our self-respect or offensive to our 
constitution. 

Four Priorities 

Even in his latest foreign aid message, 
the four priorities outlined by President 
Nixon seem unexceptionable. These 
priorities arc: (1) to enlist the energies of 
private enterprise; (2) to emphasise 
innovative technical assistance; (3) to 
encourage other economically advanced 
countries to increase their contri* 
bution to this common cause; and 
(4) to build on recent successes in 


furthering food production md fdmily 
planning. It is possible some people in 
our country may take exception to the 
first two. They are certainly entitled to 
their views, but after allocating an invest¬ 
ment outlay of Rs 10,000 crores to the 
private sector and still priding ourselves 
as practitioners of mixed cconorhy, and 
with a vast army of unemployed to find 
jobs for, it would not be honest to do 
so. In this connection, a break-up of the 
proposed US development aid may not be 
out of place. Even though President 
Nixon’s request for a $2.2 billion authori- 
.sation for the AID programme is the 
lowest economic assistance request in 
10 years, it is more properly integrated 
and co-ordinated with the programme of 
aid-recciving countries than earlier aid 
programmes. Thus, apart from the estab¬ 
lishment of an Overseas Private Investment 
Corporation as a new instrument of foreign 
aid, the authorisation request for technical 
assistance represents as much as over 
onc-fifih of the new fiscal year (1970) 
authorisation. 

Common Aid Pool 

Thanks to Mr Nixon’s stress on 
making assistance multilateral, other 
nations, besides the United States, 
are also now contributing to the common 
aid pool, and, in contrast to the position 
in the mid-fifties, their share today repre¬ 
sents more than half of the total financial 
resources going to the underdeveloped 
countries. It may be mentioned in passing 
that the proposed US contribution to the 
UN Development Programme is $100 
million. Perhaps the most thoughtful 
authorisation is that which is directed to¬ 
wards removing the critical imbalance in 
many developing countrie.s between food 
and population. This is a recognition of 
the hard fact that any nation with a 
population growth equal to or in excess 
of its economic growth is in real trouble. 

This brings us to the point made by 
Mr John A. Hannah, Administrator of the 
USAID, when he told the House Foreign 
Affairs Committee last month (June 10^ 
1969) : “One of the detcrminiiig factors 
of the success of their efforts may well 
be the adequacy of US aid, particularly 
development loans.” Elaborating, Mr 
Hannah pointed out : ^Development 
loans help underwrite the cost of the 
capital inputs. Moreover, devdopinent 
loan negotiations help persuade recipient 
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^^ountriPt to emphasise and expand their 
agricultural prograhunes* improve market¬ 
ing sysleiurt provide for better storage 
fodlities* increase farm credit and under¬ 
take other steps needed for agricultural 
growth. The economic situation of many 
developing countries make such policy 
changes impossible without inputs financed 
by development loans.'* 

What does the US propose to spend on 
population and family planning? In the 
fiscal year 1965» the US set apart $ 2 million 
for this purpose, but, this year, this is 
expected to reach ISO million, besides the 
use of some $30 million more of foreign 
currency owned or controlled by the US. 
And, for the fiscal year 1970, we are told, 
more dollars and local currencies are to 
be obligated for this vital programme. 

That the basic purpose of US assistance to 
India is to help u$ to become economically 
self-reliant on the basis of a balanced 


RECENTLY, the Reserve Bank, in the 
light of recommendations made by the 
ad hoc advisory committee appointed by 
it to study liberalisation of the present 
procedure for branch licensing, relaxed 
its branch licensing policy, giving more 
firecdom for banks to select centres for 
opening new offices. It is therefore 
necessary to study the policy implications 
in the light of the present objectives of the 
RBI branch licensing policy. 

Aims of Branch Regulation 


* 6ASITBRN 

oconomy, should be evident from the 
spheres selected by the US for aid— 
agriculture, and agro-industries (e.^. fer¬ 
tilizers and pesticides), agricultural educa¬ 
tion and research, rural electrification and 
power development generally (hydro, 
thermal and nuclear), scientific and tech¬ 
nical education, health and family planning, 
industries (mainly synthetic fibres, chemicals 
and non-ferrous metals), and establishment 
of skill-training and other labour-oriented 
institutions—as well as the absolute extent 
of the aid itself. The total of the US aid 
to India which began with a meagre SI89.7 
million (over Rs 142 crorcs) in 1951 till 
the end of January, 1969, aggregated the 
impressive figure of over S8,994 million 
or over Rs 6,745 crores. To put it differ- 
cnlly, so far, the United States has provided 
more aid—both in aid authorised and aid 
utilised—than all the other countries 
which have been assisting ours today, 
put together. 


Bank liberalised its branch licensing policy, 
with the result that the growth of bank 
offices was spectacular. But while pursuing 
this policy two important objectives—one, 
of evolving a proper banking structure to 
meet the diversified local and regional 
credit needs in the coiinti^ and second, 
of extending banking facilities to rural 
areas including unbanked towns—were 
not fulfilled. Hence the major policy 
changes witnessed during the year 1962 
proved to be a landmark in respect of 
branch expansion. The proposals as 


303 

appro^ by the CPqr^fdF^ard of Reserve 
Bank in J«^U9<&Wsnered in a new 
procedure classifying banks under three 
categories, the all-India banks, regional 
banks and small regional banks or local 
banks. In due course, as the Reserve Bank 
was concerned in building up a strong 
banking structure it vigorously pursued a 
policy of eliminating small and uneconomic 
banking units, resulting in a vertical bank¬ 
ing structure comprising a few strong 
all-India banks and the medium-sized 
banks. Thus the concept of a three- 
tier banking structure, which is 
still being considered as the most 
suitable form for this country was given 
up. A preference for a few strong banks 
as against small banks is clearly seen from 
Table I. Small banks, having offices up to 
10, were drastically reduced from 360 in 
1949 to only 28 at the end of 1967, i.e., 
a reduction of 92 per cent. 

However, the Reserve Bank continued 
to pursue its second aim of extending 
banking facilities to underbanked and un¬ 
banked areas. The technique used by the 
Reserve Bank to take modern banking to 
rural areas was to call for a branch expan¬ 
sion programme for a fixed period from 
all banks asking them to bear in mind the 
need to open branches at unbanked towns 
by keeping a ratio of 2 :1 in regard to their 
new branches in banked and unbanked 
centres. Since 1962, three branch expan¬ 
sion programmes were approved by the 
Reserve Bank to accelerate the rate of 
growth of new offices by asking banks to 
open at least onc-third larger number of 
branches than the actual number of offices, 
opened during the earlier programme. 
The number of offices licensed and actually 


Reserve Bank’s Branch Licensing Policy 

SUHAS JOSHI 


The primary objective of the Reserve 
Bank regulation of branch expansion 
programmes of banks is to ensure balanced 
growth of banking facilities, enabling 
banks to effectively mobilise deposits 
and to cater to the credit needs of 
small and big producers throughout the 
country, without creating duplication of 
banking services involving wasteful 
competition amongst the banking units. 
Another aim pursued by the RBI was 
to evolve a suitable banking structure. 
The official control of branch expansion 
started with the enactment of the Banking 
^mpanies (Restriction of Branches) Act, 
1946, width meant to restrain the wild 
growth of baidc oiBces during World 
yf$at nt periotL This restrictive policy 
continued dO 1956, after which the Reserve 


Table I 


CLASSIFICATION OF BANKS ACCORDING TO NUMBER OF 
INDIAN OFFICES 


No. of 

branches in India 

1949 

1960 

1966 

1967 

1 

166 

83 

12 

9 

2—5 

138 

76 

12 

10 

6—10 

56 

36 

10 

9 

11—20 

43 

27 

11 

7 

21—50 

24 

23 

21 

22 

51—100 

6 

17 

9 

.7 

101—200 

1 

3 

12 

9 

201—300 

2 

.. 

4 

5 

301—500 

1 

2 

2 

2 

Over 500 

•• 

1 

1 

1 
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opened in banked and unbanked areas in 
each programme is given in Table U. 

It will be seen that because of the ratio 
stipulated by the Reserve Bank, the rate of 
coverage of unbanked towns by banks 
was very much accelerated. Tn fact, during 
1965 to 1967, banks were opening on an 
average 42 per cent of the total number 
of new branches at unbanked centres, that 
is much more than the ratio of 33 per cent 
laid down by the Reserve Bank for the 
first two programmes. It is not known 
whether this enthusiam on the part of 
bankers prompted the Reserve Bank to 
raise this ratio to 1:1 for new offices to be 
opened at banked and unbanked centres. 

This technique of linking the number of 
new offices in banked areas with that in 
unbanked towns has definitely resulted in 
putting a brake on the growth of branches 
in some banked areas which still offer good 
deposit potential. In fact, the Reserve Bank 
ought to have maintained its previous 
ratio of 2:1. Similarly, in order to persuade 
banks to open a larger number of branches 
in rural and semi-urban areas, the Reserve 
Bank stipulated that 50 per cent of total 
number of new offices to be opened should 
be in rural and semi-urban areas. 

Main Problem 

One of the main problems arising out of 
the entry of commercial banks in the rural 
areas is the danger of creating duplication 
of institutional financial agencies involving 
wasteful competition. It is pertinent to 
note here that most of the official com¬ 
mittees, such as the All-India Rural Credit 
Survey, 1951-52, the Committee on Co¬ 
operative Credit under the chairmanship 
of the late V. L. Mehta, 1960, the Informal 
Group on Institutional Arrangements for 
Agricultural Credit, 1965, were in 
favour of reorganising the co-operative 
credit structure to meet adequately the 
rural credit needs. Even the report of the 
FAO Group on Agricultural Credit re¬ 
marked, “The advantage of such a com¬ 
petition even if it is leading to greater 
efficiency, is largely overshadowed by 
serious disadvantages. In all developing 
countries there is a crying need of wcll- 
trained technicians at all levels, especially 
in the fields of agricultural credit and 
banking. In these conditions there seems 
hardly to be a justification for duplica¬ 
tion of agricultural credit institutions.*' 

In order to mitigatd the problem of com¬ 
petition among the banking units, the 


Reserve Bank recently laid down a cri¬ 
terion of judging the adequacy or other¬ 
wise of the banking facilities available 
at a centre, namely one branch for a popu¬ 
lation of 10,000. Secondly, the Reserve 
Bank conveyed to commercial banks that 
the procedure of the ‘first come, first 
served' would not be applicable to centres 
with a population of 5,000 or Jess, as they 
are regarded as suitable for co-operative 
banks. Thirdly, the commercial banks arc 
expected not to cover those areas which are 


adequatdy served by co-opeeative iMuUtt 
and, if possible, utilise the services of co* 
operative banks as their agents. The 
Indian Banks'Association has already set 
up committees at state level to effect 
co-ordination between the functions of 
co-operative and commercial banks. Ulti¬ 
mately the Reserve Bank’s policy of 
branch licensing would be successful in 
avoiding conflict between these two agen* 
cies to the extent a harmonious dovetailing 
of their functions is achieved. 


Table II 

NUMBER OF BANKS LICENSED AND OPENED : 1962-69 


No. of offices licensed No. of offices opened 

Banked Un- Total Banked Un- Total 

centres banked centres banked 

centres centres 


1st programme, August 
1962 to July end 1965 
2nd programme, August 
1965 to July end 1967 
3rd programme August 
1967 to July end 1969 


385 

231 

616 

428 

241 

669 

303 

239 

542** 


382 

224 

606 

347 

197 

544* 


^Opening up of 82 offices was spilled over to the third programme 
^*In respect of those banks that have submitted proposals. 


Skill Differentials 

HASMUKH PATEL 


ONE of the most significant questions 
in economics is income distribution, which 
contains a subordinate area of study, 
wage theory. The wage theory deals with 
wage levels. It explains average or central 
wages as the single wage existing in the 
economy. But wo are quite sure that no 
modern economy has a single wage rate. 
It is proved that in every economy at any 
time a hierarchy of wage rates will exist. 
The study of this hierarchy is a study of 
wage structure. Any theory which explains 
the existence of and changes in wage struc¬ 
ture should explain relative wages and not 
the average wage rates or general wage 
levels.^ 

A wage level model can be described by 
using such variables as skill levels of 
workers, occupations, geographical loca* 
tion, the degree of utrbanizatioo, sex, age, 


etc. Wc would deal with the first variable,, 
/.c., the skill level of workers. 

The difference in wage rates of various 
groups of workers due to their levels of 
skill or training is referred to as skill 
differential. Wc have no objective measure 
to assess skill differentials, so we utilize 
data of occupational groupings to approxi¬ 
mate skill differentials. M. Reader has 
said : “In discussing occupational or skill 
differentials, we adopt a particular though 
customary definition of the wage recipients 
whom we designate as skilled pr 
skilled.”* 

The customary approach has severe 
limitations. It deals whh a part of 
labour force; an agricultural labour 
force or a self-employed labour foice, 
is normally excluded. Secondly, the act<^ 



ual re0fBsemation of the occupation by 

particular group of skilled or unskilled 
workers, itself has a limited value. 
What measure of central tendency (a 
mean or a median) should be used to 
describe the representative wage rate, is 
a question to be answered. 

We could only examine the skill differ¬ 
ential as the percentage difference between 
the chosen wage rates of the group desig¬ 
nated as skiJIcd/unskilled, or we could 
measure the absolute difference between 
them in money rates. But it is common 
to measure the differential in percentage 
terms because economists are interested 
in it as an indication of the relative welfare 
values.* If we are interested in secular 
trends, differentials based on average 
monthly or hourly earnings appear 
adequme. If we arc interested in cyclical 
trends then annual earnings data 
appears to be more suitable.”* 

Thus, we have described the term “skill 
differentials’*. But the purpose of studying 
skill differentials is yet to be described. 
The question has been answered by H. Ober 
as follows : “Wage differentials by occu¬ 
pation are of basic importance in industry. 
They provide a means not only for com¬ 
pensating workcis in accordance with 
differences in skill, effort, and working 
conditions, but also for attracting labour 
to the skilled trades which require years 
of training and investment by the workers 
of both time and money to acquire the 
essentia] skills.*’* 

Basic Importance 

The basic importance of the skill diffe¬ 
rential was realized only in the mid¬ 
eighteenth century. Lonis R. Salkover 
suggests that prior to that time there 
was a high degree of income differentia¬ 
tion between classes, but little differ¬ 
entiation in income among free artisans, 
slaves etc.* Adam Smith attempted to 
list the factors responsible for the 
differentiation of wages? and John Stuart 
Mill propounded a rudimentary theory, 
based on the idea of AristotIe*s hierar¬ 
chy of society and concluded that the 
skill differential was due to a ’‘natural 
monopoly.”* 

Thdodor SchmaJy, a German con- 
temporaiy of J. S. Mill presented a 
theory of non-coitipeting groups. The 
thooty periiaps is an .original one. He 
pre^ded four postulates: (1) Society is 
compoesd of classes differing in acceptable 
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standards of living; (2) every labourer 
demands a life of respectability within his 
class; (3) society as a whole recognizes 
respectability of a “natural right” of labour 
and employers arc thereby inhibited 
from paying an employee less than 
would enable the labourer to epjoy 
his customary standard of living; (4) 
since society as a whole also develops an 
average standard to which all class and 
group standards tend, there is always 
operative force in the direction of narow- 
ing income difterenccs. 

The English economist, J E Cairncs, 
has also presented a similar non-competing 
group theory. But this type of theory 
docs not satisfy two basic problems, /.e., 
(1) What ate the origins and the nature of 
the various non-competing groups? (2) 
What is the time-path through which 
any single group influences the wage 
structure?^ 

Mob Clusters’ Theory 

In answer tQ these questions the modern 
theorists have accepted differences in cost 
of training of wage structure. One of the 
modern theories of n'm-competing group 
is of J. T. Dunlop's theory of “Job 
Clusters'* and “Wage Contours.”*® 

M. Reader divides wage structure 
theory into two approtiches : the non¬ 
competitive approach and the competitive 
hypothesis. Most important to our topic 
arc his views that in the long run, some 
degree of competition will force a move¬ 
ment towards an equilibrium of supply 
and demand in the amount of the required 
skill mix. In the market each skill will be 
treated as a separate factor of production. 
Skill differentials will arise. Then skill 
differentials will reflect the costs of pro¬ 
ducing the required skill. 

In the analysis, of the current literature 
relative to wage structures, some degree 
of competition in the market is generally 
accepted. Pcitchinis says, “Assuming that 
most administered wage differentials arc 
responsive to the forces of supply and 
demand, it can be said that at any point 
of time differentials are governed by 
market fotx:e$_’* ** 

A psychological factor mentioned by 
L. R. Salkever should be noted here. 
He suggests that the most Important factor 
is '*Learnfng~curve** of individual worker. 
Output of workers grows as they learn 
their jobs. The curve of the lower skilled 
jobs levels off much more quickly than that 


Thus, employers 

be mentioned that 
the theoretical analysis of wage structures 
is poorly developed. Consequently, any 
discussion of such theories is necessarily 
sketchy and brief. As a result many con¬ 
flicting suggestions and ideas pervade the 
literature on the subject. 
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F^M THE PRESS GAL LERY 

Nationalisation of Banks Approved 

OUR PARLIAMENTARY CORRESPONDENT 


NEW VHhHl. Saturday : 

THE controversial Banking Companies 
(Acquisilion and Transfer of Under¬ 
takings) Bill has been hustled through 
the two Houses of Parliament. 
Presumably ^^ith a view to confron¬ 
ting the Supreme Court with a fait 
accompli when the hearing on the writ peti¬ 
tions filed by Mr M. R. Masani, Mr Balraj 
Madhok and Dr R. C, Cooper challenging 
the validity of the July 19 ordinance (which 
the bill sought to replace) starts on August 
11, the government, much to the chagrin 
of theSwatanlra Party and the Jana Sangh, 
made the two Houses sit late in the even¬ 
ings. The objections raised by the tv\o par¬ 
ties were summarily brushed aside. This led 
to w alk outs by the Swatantra and the Jana 
Sangh members (except one member of the 
latter group) from the Lok Sabha on 
Monday. In the Rajya Sabha, many Jana 
Sangh members were not present in the 
House when the third reading of the bill 
was taken up yesterday evening. So only 
the Swatantra group walked out. If in the 
absence of the Swatantra and the Jana 
Sangh members, the bill was finally adop¬ 
ted by the two Houses without a division, 
there was nothing surprising about it. 

Material Changes 

But before Parliament set its seal of 
approval on the bill, it underwent several 
material changes. These include the fol¬ 
lowing : 

(f) Contrary to the provision in the origi¬ 
nal bill, the advisory boards of the 14 
nationalised banks will now consist of re¬ 
presentatives of depositors, employees, 
farmers, workers and artisan.s and other 
such persons as the government may 
appoint by a gazette notification. The 
representation may be provided to the 
above-mentioned interests cither through 
election or through nomination. 

(it) A ceiling of Rs 15 crorcs has been 
put on the paid-up capital of the nationalis¬ 
ed banks. The capital structure of each 
bank will be worked out when tlie re¬ 
organisation scheme is drawn up. 

(///) Provision has been made in the bill 
to split the nationalised banks into two or 


more corporations or to merge them with 
each other or with other banks. (The Law 
Minister clarified that this provision had 
been made to provide for contingencies. 
For the present, the Prime Minister’s state¬ 
ment that none of the nationalised banks 
would be amalgamated stood.) 

(/v) Dropping the idea of paying compen¬ 
sation to the shareholders of the nationali¬ 
sed banks directly, about w hich notice had 
been given by the Law Minister, Mr 
Govinda Menon, through an amendment, 
the bill, as adopted by the two Houses, 
retains the original provision that the share¬ 
holders vyill receive compensation through 
the “original” banks. 

Mode of Compensation 

(r) The “original” banks have be?n given 
the option of receiving compensation in 
lO-year government bonds bearing 4.5 per 
cent interest or in 30-ycar government 
securities carrying 5.5 |K*r cent interest. 

(vi) Provision has also been made in 
the bill for the payment of interim com¬ 
pensation, The “original” banks can ask 
for an inteiim cash payment equivalent to 
50 per cent of their paid-up share capital 
on the undertaking that it would be dis¬ 
tributed among the shareholders. The pay¬ 
ment is to be set olT against the total 
amount of compensation payable. 

(vii) Instead of the market value of the 
land and buildings owned by the nationali¬ 
sed banks being taken into consideration 
while computing the assets of these banks, 
provision has been made in the bill to 
adopt "‘the ascertained value” as the basis 
for computation. The value will be arrived 
at according to a formula laid down in 
the second schedule. 

(viii) Provision has also been made in 
the bill, through several amendmcnt.s, for 
making some clauses of the Deposit Insu¬ 
rance Corporation Act and the State 
Agricultural Credit Coiporation Act appli¬ 
cable to the nationalised banks. 

A large number of other ofiicial amend¬ 
ments, seeking to clarify certain clauses of 
the bill, were also passed. Several opposi¬ 
tion members co(ntinued to demand the 
nationalisation of foreign banks as well as 
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the Indian banks which have deposits agg^ 
regating less than Rs 50 crores. But the 
Law Minister turned down this plea. 

Following the adoption of the bill, 52 
members of Parliament, mostly belonging 
to the Swatantra Party and the Jana Sangh,. 
have appealed to the Acting President, 
Mr M. Hidayatullah, to withhold his con¬ 
sent to it. They have pointed out that an 
important constitutional i.ssue—the inter¬ 
pretation of Article 123 of the Constitu¬ 
tion—is before the Supreme Court. The 
Supreme Court, they have urged, should 
not be confronted with a fait accompli as 
Parliament was faced wnth one iirthe shape 
of the July 19 ordinance. 

The Lok Sabha also passed this week 
two other bills : (/) Members of Parlia¬ 
ment Salaries and Allowances^ Bill 
and (//) Central Sales Tax (Amcndrhcnt) 
Bill. 1 he former bill sought to enhance 
the daily allowance of the members 
of Parliament from Rs 31 toRsSl 
and to provide to them some addi¬ 
tional traval and other facilities. The latter 
bill sought to validate by replacing an 
ordinance issued earlier, the imposition of 
central sales tax on certain categories of 
merchandise entering inter-state com¬ 
merce even when they are exempt from 
state sales tax. The Delhi Shops and Esta¬ 
blishments (Amendment) Bill, which aimed 
at widening the coverage of the parent 
act so as to bring within its scope appren¬ 
tices, piece-rate w'orkers and persons em¬ 
ployed on commission basis, was adopted 
by the Rajya Sabha. 

Vehement Opposition 

The Gold (Control) Amendment Bill, 
which seeks to replace the ordinance on the • 
subject issued some time ago following a 
Supreme Court judgment declaring certain 
provisions of the original act invalid, was 
debated inconclusively in the Lok Sabha. 
The bill was vehemently opposed by Mr 
K.L. Gupta (JS) who contended that the 
Gold Control Act had failed totally to 
secure its main objective of bringing down 
smuggling and checking the decline in the 
value of the rupee. 

Mr Gurdfal Singh Dhifibn, a former 
Speaker of the Punjab Assembly, has been 
unanimously elected as the Speaker of the 
Lok Sabha following the resignation of 
Mr Sanjiva Reddy from this august office 
after his nomination by the Congress 
party for the presidentship of the Union 
of India. 
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WINDOW ON THE WORLD 

A NEW NIXON FACES OLD ASIA 

H.R- VOHRA 


WASHINGTON ; 

THE main object of President Nixon’s whirlwind tour of Asia 
within seven months of assumption of office was to demolish the 
Asian image of the old Nixon who, as Vice President, subserved 
the Dulles policy of unlimited commitments and military alliances. 

He needs to be judged as an iconoclast. His discomfort can 
be gleaned from his contradictory oratory. Ho found that it is 
easier to build images than to replace them. 

The reason is predictable. It lies in President Nixon’s message 
and Asia’s expectations. “We will have no more Victnams.” 
This is the heart of the new US policy. But no sooner had Presi¬ 
dent Nixon stated it, he found he had to make exceptions which 
nearly smothered the idea before it sprouted. 

No more Vietnams means, firstly, no more military entangle¬ 
ments involving the use of American defence forces. At the face 
of it, this would appear to be easy of accomplishment. In fact, 
it hides a snare which could make involvement inevitable. 

The danger lies in the possibility that such a bland interpreta¬ 
tion could be read in Peking as an invitation to fill the defence gap 
wherever it exists and to lap up areas which its maps claim arc 
cither former Chinese territories or former Chinese dependencies. 

Misreading of Signals 

President Nixon knows that would-be aggressors have often 
been tempted by a misreading of signals. Hitler thought that 
America was too isolationist to be concerned with the fate of 
Europe. North Korea jumped upon the South shortly after 
Secretary of State Dean Acheson made a controversial speech 
which excluded Korea from the US defence perimeter in the 
Pacific. That speech, his critics charged, precipitated the Korean 
war. 

I3ean Acheson had also said that “it would be utter defeatism 
and utter madness in our interests in Asia” for the US to abandon 
its support of South Korea. But his critics ignored the caveat and 
flayed him for the other half of the passage when the war broke 
out. Henry A. Kissinger, President Nixon’s principal foreign policy 
adviser mentions this incident in his classic: Nuclear Weapons 
and Foreign Policy. 

No more Vietnams, therefore, is not intended to convey to 
Peking or other potential troublemakers that the US will absolutely 
not fight in the defence of the aggrieved and the threatened. It 
would be thoroughly wrong of Peking, for instance, to interpret the 
Nixon doctrine to mean that it can make hay in Thailand, Formosa 
or South Korea. These countries are tied to the US by treaties 
and have nf cause to fear that they would be dropped from the 
protective US umbrella. Nor have many other countries, such 
as Japan, the Philippines, Australia and New Zealand, any reason 
to doubt that the US will continue to abide by its treaty obliga¬ 
tions. 

The presidential intention to stand by the Pacific treaties is 
borne out by two unquotable briefings, one here in the White 


House by presidential advisets and one in Gaum by the President 
himself. His speech in Bangkok was also tailored to killing local 
fears. It was old fashioned in its sentiments. 

•'The United States will stand proudly with Thailand against 
those who threaten it from abroad or from within.” He also 
used all the comforting phrases concerning “common ideals” 
“freedom” and “those deep spiritual and ideological tics that 
bind”. The directness of the consoling statement must have gone 
home not only in Thailand but also in other allied countries. 

What surprised Washington observers was his commitment 
to Thailand in case of “a threat from within.” This implied that 
what held good for Thailand in respect of internal insurgency 
would also hold good for many other countries making a mince 
meat of the “new” Nixon doctrine. 

The Ihai Stand 

The discomforting nuance was partly overcome by a joint US- 
Thailand statement that the Thais were not asking for US troops 
to deal with problems of their internal security. This, however, 
left open the possibility of US assistance should communist 
forces from Laos or North Vietnam directly intervene across the 
Mekong River border. 

Thus, it appeared that American military assistance, including 
despatch of American ground troops in certain circumstances is 
not to be precluded while helping an Asian nation fight an invader 
from another country under President Nixon’s “new” Asian 
policy. 

It is already manifest (Is it not?) that both geographically and 
otherwise exceptions far exceed the number of countries to which 
the new doctrine applies. The instance of India supports this 
view. In the two unquotable briefings. President Nixon and his 
aides recalled that in 1962 the US came to the aid of India. The 
aid would have enlarged but for the Chinese withdrawal. India’s 
non-alignment did not stand in the US way. India sought help 
and gained it because it is loo important a country to bo 
ignored. 

President Kennedy fell that helping India was in America’s 
national interest. India, likewise, came to the dramatic conclusion 
that seeking help from the US was not barred by its traditional 
allegiance to non-alignment and was, in fact, consistent with it. 
The assistance which began to flow was the product of a meeting 
of minds under unusual circumstances and could be repeated if the 
threat recurred. 

Thus, if India is also eligible to US military assistance in an 
exigency, the question arises what precisely is the new Nixon 
policy ? 

I guess it can be surmised that whatever the new policy, 
only a few countries are seriously affected by it. It could even 
cover an ally like Pakistan. The US would be much less willing 
to help it than India. President Nixon did not hide that relations 
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between the two countries had been troubled of late while relations 
between India and the US had grown smoother. 

India's eligibility to assistance in a crisis is enhanced by its 
proven determination to defend itself against an aggressor, an 
important new critieria of assistance. Under it only a country 
willing to help itself would receive US military aid. 

The core of the difference between the old and the new policy, 
despite its geographical limitations, lies in the US desire to change 
the mood and the premises of American responsibility. In the 
'fiftecs, the US would have asked few questions before plunging 
into assistance. Now it will examine each case on its merits. 

In the ‘fifties, most countries were militarily impotent and the 
US acted as if their defence was in its interest. The assumption 
explained the intricate network of defence pacts which the US 
wove around itself. 

Now the US seeks to put the primary burden of defence on 
individual countries both in matters of external aggression and 
internal insurgency. This means that each country must show 
that it has done all it can to defend itself on both counts. This 
w'ould even include economic and land reforms to promote inter¬ 
nal stability. 

Each country must also fight its own “war of national libera¬ 
tion" with measures suited to each occasion. To this extent, the 
US has reduced its military responsibilites passing them directly 
to the countries of the region. The cue is taken from the success 
achieved by India in concert with Burma in meeting the influx of 
China-trained Nagas and the common measures taken by Thailand 
and Malaysia and also by Malaysia and Indonesia. 

All this sounds as if India's views have won the day. I am 
afraid this is only a half-truth. The Nixon doctrine also envisages 
that Asian countries, motivated by common fear of China, would 
seek to concert defence measures. This is where India and the 
US part company. There is a lacuna in the thinking of both. 
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The US does not adequately recognize the service bidia renders 
to regional defence and stability as a guardian of its long Himala¬ 
yan border. It has preferred to put all its concern into the Viet¬ 
nam basket. While wanting India to maximize its own defonce- 
effort, the US does* nothing to buttress it. 

It has unilaterally abrogated its military assistance agree¬ 
ment with India in deference to an artifical equality with Pakistan. 
In this respect, the blatant aggressor is treated at par with the vic¬ 
tim of aggression irrespective of the consequences to the defence 
of the subcontinent, a responsibility which India mainly bears. 

Beam in Indian Eye 

There is also a beam in the Indian eye which India declines to 
see. It acts as if the defence of India begins and ends with the 
defence of the McMahon Line and is unrelated to the defence of 
the rest of the region. For this reason, it declines to think regio¬ 
nally as, for instance, regarding the brittleness of Burma and the 
threat to Laos and Cambodia. 

it seems equally oblivious of the growing power gap in the 
Indian Ocean and the need to defend this vast area. It is content 
to emit statements that no big power should build bases in it. 
It relics on the theory that there is security in vacuum though the 
desire contradicts its history. It seems to have forgotten that not 
many years ago, the Japanese occupied the Andamans and the 
Nicobar Islands and, earlier, the British, the French and the Portu¬ 
guese invaded India from the Indian Ocean. 

Further development of Indo-US relations would partly depend 
on US realisation that the integrity of India is worth strengthening 
actively. Likewise India must recognize its destiny and responsi¬ 
bility as the most important Asian power, outside of China. 

It has yet to learn to think big commensurate with its size, 
resources, location and population, dovetailing its own effort with 
those of others in all matters of common interest, not excluding, 
defence. 


EUROPEAN REACTION TO INDIA’S BANK NATIONALISATION 

JOSSLEYN HENNESSY 


I 

FURTHER NATIONALISATION FORESEEN 

LONDON : 

IT is not my job to comment on India's domestic policies, 
but this page is after all, headed Window on tfh* World and if 
India's leaders will turn for a moment from internal political 
scene to look out of my window, they may care to see how the 
world outside is reacting to the decision to nationalise India's 
14 biggest banks. 

British, American, West German and French businessmen 
with interests in India, with whom 1 have been talking, arc shocked. 
While it is true that the 15 foreign banks in India—four British, 
three American, one French, one Dutch, two Japanese, two Pakis¬ 
tani, and two Hong Kong—are not to be nationalised, all foreign 
observers fear that the nationalisation of the Indian banks, appro¬ 
ved by an overwhelming majority in the Lok Sabha (with 
communist and socialist speakers demanding the inclusion > 


of foreign banks and the repeal of compensation) will have star¬ 
ted a movement towards further nationalisation, which will prove 
impossible to stop or to confine to the banks. They consider that 
nationalisation must now be regarded as a hazard for all foreign 
enterprises, and that this may increasingly affect the flow of foreiga 
investment to India. 

It may be that India's political leaders will hasten to make 
public statements reassuring foreign investors, but my conversa¬ 
tions lead me to report that any such statements will be received 
with polite smiles. 

"You can’t put the clock back on nationalisation," a French 
industrialist said to me. 

"What about denationalisation of Preusag, Volkswagen and. 
VEBA in West Germany?” I asked. 

"Ail political parties in the free market climate of opinion of 
postwar West Germany agreed to denationalise cnterpfis>es 
nationalised by Hitler. There is no comparison with India^ 
where the climate of Opinion has always been predombiantly 
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sociiUist aa4 the party in power has jtist reaffirmed its faith in 
«ocja]ism*\ 

A US businessman lecalled a United Nations report which 
described the present as a time of crisis in the whole field of 
development financing. Not only has the growth in the net 
flow of official aid become sluggish bi,it the balance of payments 
problems facing the USA, France, and the UK—the three chief 
donor countries—make unlikely any rise in the current rale of 
$ 7,000 million a year, (Table I) while the recipient countries face 
rising debt repayments and interest charges. 

Can private investment fill (hegap? It would first be necessary 
to dissipate a widespread misconception about the chief aim of 
private (preign investment, which is to cam profits commensurate 
to the degree of risk. The governments of recipient countries 
put development first, but to a private investor this is a by-product, 
not an objective. 

Nevertheless the vast majority of developing countries insist 
(as, for example, at UNCTAD-Jl) that they seek an adequate 
volume of private foicign funds to supplement their inadequate 
domestic savings and receipts of official loans and grants. 

I take it that India's political leaders subscribe to this view but 
some of their recent declarations suggest that they see no contra¬ 
diction between the decision to nationalise 14 Indian banks and 
their desire that foreign private investment should continue to 
supplement inadequate official aid. If so, they do not understand 
the motives, mechanics and criteria of foreign investment. 

In 1961-65 the increase in the flow of UK direct private 
investment concentrated largely on sterling area countries— 
Australia and South Africa, and on Europe and North Amercai 
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(See TUble II)* As a total directed 

to the developing countries to 20 per ceat. 

Out of this balance, w'hich averagedXlS^llion a year, south^st 
Asia and east Africa received just under one-fifth. Special factors 
afiboted these figures, but it remains true that the developing 
countries as a whole attracted a declining proportion of available 
tXinds, although certain areas continued to receive a very high 
proportion of the total inflow—not least India. Historical tics 
and membership of the sterling area explain this, but all with 
v\hom I talked this week—British, continental Europeans, and 
Americans—agreed that India's new policy has weakened these 
ties. 

II 

PRIVATE FOREIGN INVESTMENT IN INDIA 

The Reserve Bank of India’s study of foreign investment in 
India coveting 1961-65 was encouraging because it showee^ 
that despite the problems that plagucsd India’s economy in 
those years she continued to attract foreign capital on a large 
and increasing scale, at an annual average of Rs 700 million 
(gross) or Rs 570 million (net). This inflow produced an 
annual increase in the value of outstanding foreign investment 
in the private sector of 40 per cent (Rs 6,798 million) 
distributed in 1965 as shown in Tabic III. 

Although Tabic IV shows that the UK still accounts for nearly 
60 per cent of total foreign private investment, the USA is now the 
most important source, contributing nearly two-thirds of total 
net inflow in 1963-64 and over half in 1964-65. Nevertheless 
one important aspect of UK investment, apart from its still 
substantial amount (33 per cent in 1964-65), is the change 
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FLOW OF FINANCIAL RESOURCES FROM D.A.C. COUNTRIES 
NET DISBURSEMENTS, S MILLION 



1961 

1962 

1963 

1964 

1965 

1966 

1967 

Ofiicial Bilateral 


5,433 

5,707 

5,476 

5,753 

5,970 

(6,209) 

Multilateral 

751 

526 

364 

379 

449 

536 

(770) 



— 

— 

— 

- --- 

— 


Total Official 

6,o:s 

5,949 

6.071 

5,855 

6.202 

6,506 

(6.970) 

Private Bilateral 

3 . 1:1 

2,333 

2,575 

3,147 

3,980 

4,028 

(4.110) 

Multilateral 

91 

247 

31 

138 

248 

28 

(280) 

Total Private 

3.212 

2,580 

2,544 

3,285 

4,227 

4,056 

(4.390) 

Total Official and Private 

9,240 

8,529 

8,615 

9,140 

10,429 

10,562 

(11,360) 


Source : OECD. Development Assistance 1967 and Recent Trends. 
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in its distribuiion. Thus, whiJ© UK holdings still cover virtually 
all foreign investment in plantations, the inflow of new funds 
to them is negligible. On the other hand, the value of UK 
investment in manufacturing was increasing rapidly in chemicals, 
food, drink and engineering, and was building up in the oil and 
service industries. 

Overseas private investment is either direct companies 

in subsidiaries, often by retention of profits) or indirect through 
an institution via capital markets, export credits, or development 
hanks. 

In 1962-66, developing countries issued bonds on the world's 
capital markets at an annual average of si75 million, about 
J38 million above the 1957-62 average, but only S20 million 
more than for the early 1950s. 

These figures show how difficult it is for developing countries 
to raise private funds on the capital market. Among the reasons 
for this arc the low credit standing of many developing countries 
and the high level of interest rates in recent years. Those deve¬ 
loping countries with historic ties with the London market 
Commonwealth countries) and New York (Latin America) have 
been better placed tlian others. 

But the outstanding reason for the failure of world markets 
to supply adequate funds to the developing countries is their 
inefficiency (apart from the London and New* York markets), 
which compels even some I uropean countries to borrow- abroad 
despite their high rate of domestic savings. Tliese markets arc 
inefficient because they arc essentially organised to satisfy govern¬ 
ment Ix'iTOwing rather than to mobilise funds for equity invest¬ 
ment. 

Mrs. Gandhi's Puzxling Allegation 

Yet this is precisely the situation that India's political leaders 
now wish to boost in India. Mrs Gandhi told the AICC 
meeting that “the resources of banks should be reserved to a larger 
extent for public purposes*’; the banks could make available 
another Rs 200 crorcs for the public sector. Rebutting sugges¬ 
tions that this would reduce cicdit to trade and industry, Mrs 
Gandhi alleged that in times of credit squeezes “private industry 
somehow- adjusts itself. They mobilise deposits on their own. 


T\BLt If 

NET U.K. OVERSEAS INVESTMENT: 1961 1966, 

£m 



1961 

1962 

1963 

1964 

1965 

1966 

Australia, South Africa 

44 

64 

91 

111 

100 

84 

Europe 

40 

49 

59 

45 

53 

71 

North America 

40 

18 

20 

35 

41 

61 

Total developed countries 

124 

131 

170 

191 

194 

216 

South Asia, Fast Africa 

18 

19 

13 

17 

19 

1 

All other countries 

84 

59 

53 

56 

97 

59 

Total 

226 

209 

236 

263 

308 

276 


cut their inventories or bnng in unaccounted money and soine- 
how manage.” 

This is one of the most curious and puzzling allegations ever 
launched by a responsible national leader wholesale against a 
nation's bankers, traders and industrialists. Mrs Gandhi sdid» 
in effect, that no credit squeeze can succeed in India because the 
private sector possesses (a) huge enough hidden resources, and 
(6) the organisation, successfully to engage in a gigantic con* 
spiracy against the government and the Reserve Bank. Mrs Gandhi 
concluded that the extra Rs 200 crores that could be extracted 
harmlessly from the banks should be invested in securities for 
“quick-yielding schemes like minor irrigation programmes, rural 
electrification, fisheries etc.” 

No allegation or statement by any national leader in any country 
that comes readily to mind has done more to undermine at one 
stroke the confidence of foreign industrialists and investors• 

As a Frenchman pul it to me : “Mrs Gandhi can't be blamed 
if her university studies did not happen to include economics. 
Innumeiable other national leaders have never studied economics. 
But that after three years as Prime Minister, Mrs Gandhi has 
not only failed to absorb any elementary ideas on economics 
but actually lives in a world of fantasy—!“ Words failed him. 

In illustration of the extent of the Prime Minister’s incompre¬ 
hension my friend pointed out that the government docs not 
need to nationalise the banks to raise an extra Rs 200 crorcs. 
The Reserve Bank can, at any time considered justifiable, raise 
the banks' liquidity ratio and so obtain extra investment from 
them. 

If the Government of India's new policy is to gear the nationa- 
alised banks to satisfy the government’s need to borrow, it will 
have taken yet another step towards destroying India's capital 
market. What India’s present political leaders do not realise is 
that in the Calcutta, Bombay, and Madras stock exchanges 
(modelled on British lines) they once had three of the most efficient 
capital markets in the world, comparable in sophistication with 
those of London and New York. Socialists in all countries, 
however, regard stock exchanges us casinos. It was Mr F. 
Shinw-ell who, after the Labour government’s policies had re¬ 
duced total values of quoted shares by millions of pounds, said 
that he “laughed like a drain’’ when he thought how the specula* 


Table III 

OUTSTANDING FOREIGN INVESTMENT IN INDIA, 
AS AT MARCH 1965 


Country 

Rs 

million 

Industry 

Rs 

million 

United Kingdom 

5,293 

Manufacturing 

4,586 

United States 

1,923 

Petroleum 

1.778 

Germany 

245 

Services 

1,662 

France 

197 

Plantations 

1,211 

Other 

1,700 

Mining 

121 


9,358 


9,358 
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ton* ibigM were burnt. Because the physical s^dc of eqiupment 
and goods had not changed overnight, he evidently thought that 
the hatioft*8 wealth was unchanged despite die fall In what he 
would have called “paper values^. This is the fallacy that 
f goods are worth what they cost to produce. If they wore, the 
world would be a businessman's paradise because he could never 
lose a penny. Unfortunately goods are worth only what you can 
get for them In the market, and the market’s assessment takes 
f into ac^unt the repercussions of political decisions on the demand 
for, and supply of, investment funds. 

Of course, India docs not genwat© enough domestic savings to 
finance all the development that she would like, but if government 
policies had enabled India’s stock exchanges to function freely 
and share values to rise steadily ^or even—why not?—to soar), 
the volume of domestic savings mobilised could hav‘5 been 
enormously higher. In particular, increasing switches out of 
barren gold into shares multiplying goods and services would 
have been certain. 

How Creditworthy Is India ? 

Although plans for the reform of Europe’s inefficient stock 
exchanges continue to pullulate, none arc likely to mature soon, 
so that India cannot expect to raise money from them, but there 
docs exist another fabulously potential source—the Eurodollar 
market. If, however, you want to raise funds there, you must be 
highly creditworthy. Now. virtually all developing countries 
appear to accept fatalistically that they cannot be highly credit 
worthy. This is nonsense. A developing countiy’s credit rating 
depends on (/) its domestic political stability (a revolution-prone 
Latin American republic or one that nationalises and appropriates 
foreign enterprises will rate low), (/V) its geographical distance 
from, and political relations with, unstable neighbours (to be 
close to the Israeli-Arab conflict is no help), (Hi) the potential of 
its resources (a sub-tropical country is likely to be wealthier than 
one within the Arctic circle), <iv) its policies towards foreign 
investors, experts, and national participation, and above ail 
(v) its recognition that the prime aim of the foreign investor is to 
make the highest profits over a reasonable period. Any within 
India who dismiss these points as platitudes should look out 
through my window on the world. They will sec, first, that 
these platitudes arc taken seriously and, secondly, that current 
opinion in Europe and North America is that investment risks 
in India are soaring under points (i), (v), (iv). Mrs Gandhi’s 
stray thoughts to the AICC, the overwhelming voie in the Lok 
Sabha, and the demands of the socialists to include foreign 
banks and to repeal the clauses on compensation may, for all 1 
know, make political sense in India. But don’t forget that the 
world is listening in to your domestic debates and drawing its 
own conclusions. 

ill 

FOREIGN BANKS* CONTRIBUTION TO INDIA 

In Match 1969 total deposits of foreign banks were Rs 458.67 
crorets, or 10.4 per cent of all scheduled banks, and total rupee 
credit extended by foreign banks were Rs 379.76 crores. Foreign 
banks had hitherto continued to increase their branches in India 
<at present totalling 115). An important new development has 
been the rise in deposits from local sources, which has depended 
banks' efficiency in attracting a new type of customer, 
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the individual saver, ahid the higher level of 

domestic savings on which economic development depends* 

Press reports say that foreign banks are to be prohibited from 
accepting transfers of accounts from Indian banks. The serious^ 
ness of the repercussions of this prohibition on the Indian banking 
system seems to have escaped the politicians: it means first, the 
end of competition between Indian and foreign banks, which 
promoted efficiency in both and, secondly, it diminishes the scope 
for the expansion of the foreign banks’ business. 

Either the stagnation of their business or their departure would 
be a loss to India, because foreign banks are now an integral part 
of the banking system of each overseas country in which they 
operate. Their specialist role in foreign trade and in industrial 
and commercial finance enables them to play a majoi part in inter¬ 
nal economic development. The international character and 
networks of the foreign banks enable them to make a unique 
contribution to developing countries by providing their customers 
with a truly international service. These banks naturally acquire^ 
interests in other banks operating in countries which have 
geographical or economic tics with each other. Thus, National 
and Grindlay’s holdings include 40 per cent in the Addis Ababa 
Bank of Ethiopia, 25 per cent in the Bank of South Arabia and 
10 per cent in the National of Dubai. These investments are 
important not only because of the siz^. of the funds at stake but 
also because of the links w'hich these banks, by their association 
with National and Grindlays’, have acquired with India, the 
UK, and the whole international banking community. SimiJarly 
National and Grindlays* decision to set up in Europe meets a 
new and rapidly growing need within the developing countries. 

Sophisticated Banking System 

Just as India had three of the world’s most sophisticated stock 
exchanges, into w'hich political spanner after spanner has been 
thrown, so until now India has had one of the world’s most 
streamlined and sophisticated banking systems. Its mingling of 
Indian and foreign banks, both with branches in India and all 
over the world, in legitimate competition enabled it to make to 
Indian and to world trade a real contribution, the size and value 
of which may be better appreciated when a few years of nationali¬ 
sation have diminished it. It was part of the international net¬ 
work of which, I should have thought, India would have been 
intensively proud. By nationalisatng her 14 most succcssfhl 
banks India has contracted out of the international network. 


Table IV 

DISTRIBUTION OF UK INVESTMENT IN INDIA 
AS AT MARCH 1965 



Rs 

Million 

As propor¬ 
tion of 
total UK 
investment 
in India 

As propor¬ 
tion of 
total 
foreign 
investment 

Manufacturing 

1,911 

36 

42 

Petroleum 

1,166 

22 

66 

Services 

937 

18 

56 

Plantations 

1,207 

23 

100 

Mining 

72 

1 

60 

Totai. 

5,293 

100 

57 
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Ary Indian politician v»ho argues that chitoge in the owneiihip 
of a bank will not affect its business understands neither human 
nature nor the mechanics of business. European industrialists* 
investors, and other potential customers, will not now have the 
same confidence in what to them will be a bank owned by a 
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blame me. 1 am a reporter. I neither formulate India's domestic 
policies nor dictate overeas reactions to than. 


SDK’s: CHILL WINDS OF ADVERSITY1> 


E. B- BROOK 


VIENNA : 

THE long-delayed decision by the Group of Ten officials 
to recommend to the International Monetary Fund (IMF) con¬ 
ference in September the issue of the first batch of Special Draw¬ 
ing Rights (SDRs) gives at least promise that the world monetary 
situation is at last beginning to move away from the long crisis- 
series episode that has bedevilled it for much of this decade and, 
on a longer view, since the late 1920s. 

It has been a bard struggle to get some governments to agree 
to even the most elementary and most obvious solution to what 
was becoming a chronic situation; for this the French, especially 
France under de Gaulle's guidance, have been very largely to 
blame. 

Though the amount of SDRs recommended has not been 
revealed officially it is a fairly open secret that the Group decided 
in Paris to create some ^3-5 billion worth of “paper gold” annually 
for three years. At the same time the officials agreed to augment 
the present 821.3 billion worth of IMF quotas by an additional 
six or seven billion dollars. This is considerably more than 
the 25 per cent rise agreed to in 1964. 

The agreement represents a major compromise in the two-year 
contest between the United States, which has steadily advocated 
a massive and longer-term injection of SDRS and the more 
conservative of the European continental nations. 

All major industrial countries have long been agreed that more 
world reserves were needed to meet the financial requirements of 
rapidly expanding international trade. But several of the European 
countries, innately cautious, canny and small-scale in outlook 
and made the more suspicious by years of unkept British and 
American promises to correct chronic balance of payments 
deficits, were wary of the potential inflationary risks involved 
in the creation of SDRs which, put in plain language, mean fairly 
continually extended credits to all IMF members, including those 
who have licen heavily and even increasingly in debt for years. 

Tragic Experience 

The attitude of the more conservative Europeans, though 
irritating, deserves more understanding than it has received in 
many quarters, especially in the debtor quarters. Both France 
and Germany have had tragic experiences of inflation and devalua¬ 
tion alter both the world wars when the present debtors were 
often, even consistently, unsympathetic and when there were no 
SDRs or other international devices to help them out of their 
plight. 

The conservatives' solution has always been to increase drawing- 
right quotas which, unlike the relatively free-and-easy SDRs are 
subject to IMF disciplines and can be employed in practice only 
when a country is in deficit. As, however, some major trading 


countries appear to be almost permanently in deficit, the distinc¬ 
tion is felt to be more apparent than actual. 

The Group of Ten’s recommendation will, after approval by 
the governments of the member countries, be presented to the 
managing director of the IMF who will then make the formal 
recommendation to the IMF conference in September for 
Special Drawing Rights activation and a quota increase. Since 
the Group of Ten nations have the majority voting rights in the 
IMF it is almost certain the motion will be carried. 

Distribution of the SDRs will at first be made on the basis of 
the present quotas. This means that the USA would receive a 
little moic than $700 million in the first year, the UK S350 million, 
France 8150 million. West Germany S175 million and Japan 
.5110 million. The proposed quota enlargements will means 
that slightly less than half of the six to seven billion dollars of 
new money the IMF will get will come from the Gioup of Ten 
countries, particularly from Japan, Italy and France, all of which 
are anxious to increase their quotas. Their increase in "quota 
contributions will moan a corresponding increase in their voting 
power within the IMF and a possible loan to the Common 
Market. 

Quiet Expedient 

The explosive political implications involved in wider schemes 
of currency and exchange reform almost undoubtedly helped 
the Group of Ten to decide on the relatively quiet expedient of 
making more credits available to those with trade balances and 
currencies out of gear and their success in achieving quota 
increase—which will mean more influence within the IMF by the 
French, the Japanese, the Dutch and the Italians—suggests that, 
this facility may be fairly strictly controlled, especially in its first, 
few years. 

Their caution will probably be justified for the debtor nations, 
such as the UK and the USA, have been very (]uick to point 
out that, in their opinion, the rapid rate of giowth in world trade 
should be matched more closely by a growth in world reserves. 
In others' view this argument can be interpreted to mean that 
ability to spend should always be matched by the amount of 
money available for borrowing and that borrowing should be 
long-funded to avoid burdens in financing early lepayments. 

Agreement on these points will ceitainly not be universal and 
even the debtors anxious to borrow should bear in mind the 
inadvisability of establishing awkward precedents. The surplus 
countries of today have known hard times and are the cautious 
ones. The debtor countries are those whose fortunes blossomed 
in the last two centuries; the present perplexities of the pound 
and the dollar aie their first expetience of the chill winds df 
adversity. It is unlikely that they will And the new credit fhcllidet. 
to be without brakes or watchful eyes on their use. 



A Political Prog^nosis 

THE EDITOf? 


IN THE 22 years since India becumc independent of British 
rule, the nation has had to face a number of crises, economic or 
political, internal or external. There were times when massive 
food assistance from the L’nited States and other friendly foreign 
countries was needed to prevent famine in the land. There was 
the occasion when one of the world’s most powerful military 
powers broke through our north and north-eastern defences and 
forced its way into our frontier states. Episodes, sucli as these, 
are not new to our histoiy, but what was certainly new in the 
India of the last 22 years was the spirit which these pressures 
evoked in the nation. Gone was the fatalistic acceptance or the 
philosophic resignation of a people reconciled by its faith and 
tradition to the vagaries of the gods or the vicissitudes of fortune. 
In the place of that old India has come a young India, no doubt 
unsure of foot and uncertain of dircctiun, but clear in its own 
mind of wanting to become contemporary with the rest of the 
world and responsive to the challenges and opportunities ot 
science and technology and all the other dynamic forces of toda> 
and tomorrow. 

There is. thus, an intellectual awareness, a mental alertness 
and perhaps an emotional maturity in this India of ours as it 
prepares itself, in the 23rd year of its freedom beginning on this 
15th of August, to meet the difficulties and dangers inhering in 
the continuing processes of nation-building. It would, therefore, 
be reasonable for us to be hopeful of the future, but without 
being complacent about it. The times ahead certainly promise 
to be more exacting before they become rewarding. The nationV 
^icatest trials—and, let us add, its gravest perils- , however, w ill 
not lie in the conspiracies and stratagems of malignant foreign 
powers, but may well be found in the dissentions that are surfacing 
in its body-politic. Although the conflict and clash of sectional 
interests is a natural condition of human life in the mass and 
the aim of civilized political and economic systems is to bring 
order into this disharmony through means and methods generally 
accepted or acceptable to the men and women who have chosen 
to function through these systems, there occasionally strikes an 
hour in the history of a nation when the strains seem to be or 
even actually are too strong for the systems. When that moment 
arrives^ history loses abniptly its even tenor and becomes the 


creature of circumstances which are disorderly and perhaps 
even violent. 

To us of this country', recalling once again the event of our 
Independence and celebrating yet another anniversary in order to 
recapture in our imagination and thought the force of this miracle 
and its mes.sagc, tlie anxious question now is whether we arc to 
be called to bo witness to a moment in history such us this. It 
will be easy to dismiss this questioning as a melodramatic gesture 
to a ceremonial landmark in the national calendar, but a may be 
unwise to do so. The suddenness, as energetic as it is unexpected, 
with which the community of the Indian people has been shaken 
up in recent weeks, not so much by the actual trends of events 
as by new and impatient strains of thought may well spell a 
break with the past for which the nation as a whole is clearly 
far from being prepared. 

This development has been most impressively pictured by the 
attitudes which arc now struggling to capture the mind and 
machinery of what is still the nation s main organised political 
force and institution, »/r., the Congress party. A section in this 
party, at the head of which the Prime Minister has placed herself 
and which, consequently, has become powerful in the functioning 
of the central government, seems to have taken it upon itself to 
alter the direction of the economy and force the pace of the 
changes it considers necessary or desirable, ft is no longer being 
assumed by this section, apparently, that a government or a 
political party functioning in a democratic context has an 
obligation to educate or persuade public opinion to go along 
with it. Instead, there is an excessive dependence on propaganda, 
pure and simple, for building up a political context in which the 
chosen programme could be carried through in the face of dissent 
or diflfcrcnccs of views in the community. In other words, what 
we have here is certainly not a case of a majority reasonably 
convinced of the wisdom or propriety of its views justly seeking 
to exercise the rights accruing to it in a democratic political order, 
but an example of a section of political opinion, advantageously 
placed for the moment, using the opportunities available to it, 
accidentally or otherwise, to dominate other sections of opinion, 
largely through the clever and poihaps not too scrupulous acti- 
visation and exploitation of certain prejudices and passions 
which must lie dormant in any community where the poor are 
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numerous and the number ot the ignorant 
Or the ifliterate is legion. 

The impetus for this movement, as we 
have just noted, has come from a section 
of thc^ongroj^ party, 
be in Mpo$iti«W aut| 
governmenti^f^l^ hoi 
that tw pidvocatfeh fdr thisTlWBiepr 
has to be sought over a wider area of poli¬ 
tical activity. Following the last general 
election and in the wake of the subsequent 
mid-ttuga(i^cc^ons.»iQ Of, the states, 
the pofiiiciu forces of the lefi have become 
more organised and effective. They are 
also now in a position to use, in the case of 
West Bengal and Kerala, govermnental 
authority at the level of the states, to work 
up an effective confrontation with political 
forces of the centre or the right. This 
strategy seems to have been successful 
in persuading that section of the Congress 
party which has the Prime Minister at its 
head to believe that the party’s political 
future lies in out-bidding the left for the 
support of the electorate, when the next 
general election comes along. This 
could be, in a large measure a reaction to 
the unexpected setbacks suffered by 
the Congress party at the last general 
election and its failure to improve its 
position sufficiently at the subsequent 
mid-term polls in certain states. 

A Matter of Speculation 

To what extent this mood in the Congress 
party has been or is being taken advantage 
of by parties of the extreme left is a matter 
for legitimate speculation, ft would, 
of course, be strange indeed if the Com¬ 
munist Party, in both of its wings, had not 
attempted to exploit this situation. There 
is a lively and fairly widespread appre¬ 
hension in the country that the communists 
have infiltrated into the Congress party. 
This has been hotly denied, naturally, 
by that section of the Congress party 
which considers itself to be more radical 
than the rest of that body. Since, however, 
subversion from within is an admitted 
technique of communist political action, 
the possibility of there being communist 
infiltration of the Congress party cannot 
be easily dismissed. In fact, some of the 
keenest intellects of the country, known 
for their integrity and wisdom, have 
openly confessed to a certain degree of 
anxiety in this respect. I offer no apology 
for quoting at length the following exhor¬ 
tation of Mr C. Rajagopolachari which 
was addressed to Congressmen and which 


appoarod in the issue < 

9. 1969: 

/'‘Congressmen have been for long 
fighting communism. There are two ways 



giving the communis 
the gullible or work subversion through 
violence or breaking up industrial har¬ 
mony; the other way is to do what the 
communists themselves would do, that 
is to say, follow a policy of rivalry iti the 
same direction. The Congress’s present 
policy is the latter, which is a dangerous 
game and ruinous to national welfare. 
There are, I believe, u large number of 
Congressmen who do not agree with 
Mrs Indira Gandhi's management and 
with the policy she has now publicly 
adopted. But they hold on to the leader¬ 
ship of Mrs Indira Gandhi, being afraid 
to stand up for their real convictions. 
This timidity should be given up by Cong¬ 
ressmen. Tlie country is much more 
important than the party. 

“Mis Indira Gandhi has become an 
agent and instrument of the communists 
and fellow-travellers more than of the body 
of patriots who secured freedom to 
India through sacrifice and unfaltering 
courage. A minority i$ allowed to pose 
as a majority through communists’ and 
fellow-lravcllers* assistance. Apart from 
numbers I want you (i>.. Congressmen) 
to stand up for truth and your own con¬ 
victions, and save the country from dic¬ 
tatorship and the serfdom which com¬ 
munism is. As Mrs Indira Gandhi pro¬ 
ceeds in the direction of communist policies, 
by whatever name they may be called, 
one step will lead unavoidably to another 
in the same direction until the nation is 
landed by immature leadership into stark 
totalitarianism. The free way of life is 
being swiftly lost, step after step. This 
disastrous course can be stemmed only 
if Congressmen give up the feeling that 
the Congress is a caste or a tribe oi gantzed 
to protect themselves against others, 
wherein they must hold together and avoid 
any exhibition of differences. They should 
resolve to act with courage and conviction 
and respect for truth. Politics and demo¬ 
cracy, and parties, are all intended for 
serving the nation and not for promoting 
oneself in a career by combining or intri¬ 
guing for that object.” 

Whatever may be the measure of one’s 
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political machinery for the attainment ot 
truly national, political or economic goials. 
The party is distracted and divided What¬ 
ever formal appearance may still be. 
Whether this confusion and conflict within 
its leadership and its ranks is in terms of 
personalities or ideologies is matter 
which has been actively discussed for some 
time now. Broadly speaking, that a power 
struggle is going on at its summit is apparent 
enough. Rathei less doubtful is the 
possibility that there is also an issue 
of clearly evaluated ideological convictions. 

Extreme Fringes 

It is, no doubt, true that Congress leaders, 
such as Mrs Indira Gandhi, Mr Y. B. 
Chavan and Mr Kamaraj, are regarded as 
being to the left of the centre while mher 
Congress leaders, such as Mr Nijalingappa 
and Mr S. K. Patil, are reckoned as being 
to the right of centre. But it is highly 
probable that these two groups represent 
only the extreme fringes of the party, 
the bulk of which seems to bo of Congress¬ 
men who would like to be “progressive” 
rather than “radicals” or “reactionaries”. 
In the circumstances, even if the Congress 
party, as some like to put it, splits right 
down the middle, the greater part of each 
half would still be what may conveniently 
be described as “centrist” in its ideological 
disposition. In other words, the rival 
pulls of competing personalities or groups 
may be the more effective driving force 
behind the division of the Congress 
party, if and when it comes, than a clear 
differentiation in ideologies. 

This is not to say that further change 
may not take place in the pattern of our 
politics. On the contrary, assuming that 
a division of the Congress party takes 
place, that part of it which is led by the 
left-of-centre group would naturally be 
tempted to build its politcal position by 
exploring the possibilities of various 
forms of arrangements with political 
parties which belong firmly to the ideologi¬ 
cal left. Including both wings of the 
Communist It also seems legiti- 
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One Nation: 

One' People 



There is so much in common 
between people in the same State 
under the same flag and owing 
undivided allegiance to it . . 

that those who believe in 
India as a nation can have 
no minority or majority 
question. All arc entitled 
to equal privileges, equal 
Veatment .... The state of 
our conception must be a 
\ secular, democratic state, 
having perfect harmony between 

different units. 
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Have you been to a Bata Store latelyP 


Whether you have or haven't, may we tell you 
something that's on our minds and in our hearts ? 


We are, at present, doing a little stock-taking of our 
dealings with the public and running a courtesy campaign. 
Why ? Because courtesy must be a built-in feature of 
Bata Service. That's why we have chosen the slogan: 
S9fv/ce : the Divine Right of Customers, and 
every one of our stores displays it. So will 
you please help us to make our campaign a 
success ? And here's how you can help. 

Always feel welcome at any store of the House 
of Bata. Really welcome, whether you wish to 
buy, or only want to look at the shoes on display. 

Please do not forget that we make no distinction 
based on caste, creed or cash. Help us, therefore^ 
to help you in every way we can. 

If there's something you don't like about our 
service, please feel free to tell us why. 

SOj by taking heed of your comments, 
we shall get a very good idea of how to improve 
our service, long after the present campaign is over. 

In fact, we wish to preserve the spirit of the campaign 
for all time, in our service to you, by making you 
feel at home-—at any store of the House of Bata. 
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mate to assume that this part of the erst¬ 
while united Congiess party would be 
vulnerable to pressures as well as overtures 
from the forces of the left. Similarly, 
the other part of the erstwhile united 
Congress party may tend to seek allies in 
political parties of the right such as the 
Swatantra and the Jana Sangh, and in the 
process it may even gravitate towards 
schemes of co-operation with these parties 
which may stop only just short of a merger. 
In other words, while the Congress party 
may not divide in the first instance, in 
terms strictly of a polarisation of ideologies 
among its members, the fact of its division 
may set in train processes which may 
gradually move towards a polarisation of 
ideologies cutting across the various 
political parties in the country. 

An interesting question that pi*cscnts 
itself at this stage is whether this fore¬ 
seeable division of the Congress party would 
mean, in cfTect, the destruction of this 
party in name as well as in form. It would 
be safe to predict that each of the two 
sections into which the party might divide 
itself would certainly fight fiercely with 
the other for its right to inherit the brand 
name of the mother organisation. Neither 
of them, naturally, w ould like to be know n 


as the splinter group. In fact, the sug^* 
tion may be ventured that much of the 
argument preceding a division could well 
be about which section of the party would 
have the right to call itself the Congress 
party. At this stage, there is no means of 
making a reasonable assumption of the 
chances of the respective groups in this 
contention for the ownership of the title 
of the parent body. It is perhaps neces¬ 
sary here to make it clear that it is not 
my intention to suggest that the occur¬ 
rence of this division of the Congress or 
the subsequent developments in the political 
picture of our country would be a matter 
of some weeks or, even months, from now. 
Bui it seems to me that there is no denying 
the fact that the seeds of division are now 
germinating and that in the course of the 
23rd year of the Independence of India, the 
nation is likely to be witness to this process 
taking substantial shape. 

Matter of Importance 

Given this perspective of possible and 
also probable political developments, it 
has l^ccomc a matter of great and also 
immediate importance for those sections 
of the community which have a stake 
as well as a faith in the maintenance of our 
democratic liberties and the functioning 


or privat«'%riiMip4!jlS''\^th reasonable free- 
dom in the agricultural, industrial, cOfU- 
mercial and other sectors of the national 
economy to relate their own problems and 
needs to the emerging pattern of national 
politics. Hero is a challenge, especially 
for the business community. 

In my view, over the last 22 years, the 
business community has been living in a 
world of make-believe by participating, 
along with the politicians., in double¬ 
think and double-talk about socialism. 
Up to a point, perhaps, this could have been 
explained away as good diplomacy since 
it seemed to tie up with the Congress 
strategy of trying to steal the thunder of 
the communists. Businessmen, in other 
words, apparently found it profitable to 
do a deal with Congress socialism as an 
insurance against communism. The other, 
and perhaps more respectable, aspect 
of this strategy of the business community 
was that in this period, for most Congress¬ 
men, for most of the time, socialism 
seemed to mean an entirely acceptable 
concept of steadily expanding social 
welfare and rising standards of living 
for the men and women of this country 
through economic development resulting 
in the grow'th of employment and produc- 
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tioD. The business community, naturally, 
could welcome and accept this concept 
a$ readily and unreservedly as any other 
section of the people genuinely interested 
in the well-being of the nation. 

A stage, however, was reached when it 
started becoming clear that certain trends 
in Congress thinking or action were no 
longer consistent with or conducive to the 
orderly and vigorous development, in the 
long run, of the institution of private 
enterprise as an integral part of our 
democratic political order. It was 
being recognised that a certain section 
of the leailcrship of the Congress party, 
especially as reflected in the attitudes 
and functioning of the central govcinnicnt 
in recent times, was succumbing to the 
temptation of courting mass support 
by demonstrating that its leftism was as 
genuine as and not less aggressive than 
that of either of the two main factions in 
the communist movement in the country. 

The natural reaction on the part of the 
business community to this state of affairs 
ought to have been a readiness to reconsider 
its attitude towards and commitments to 
the Congress party. However, what would 
have been natuial has simply failed to 
happen. Long after it was apparent 
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that it might become exceedingly difliciilt 
for the business community to live normally 
with certain sectional trends in the Congress 
party which were becoming reflected in the 
central government, individual business 
leaders as well as representative business 
organisations were extremely reluctant to 
face the facts and were largely content to 
continue to exist in the hope that the bark 
they were hearing might be worse than the 
bite they might have to suffer. 

Vulnerable to Frowns 

Part of the explanation for this mood 
and behaviour of the business community 
was to bo found surely in the fact that 
the control which the governmental appa¬ 
ratus had acviiiired over industry and 
commerce in the name of economic plan¬ 
ning had left individual businessmen 
excessively dependent on official favours 
and extremely vulnerable to official frowns. 
The other part could be that the business 
community in the period since Indepen¬ 
dence has been so busy living for the day 
that it has failed to develop an institutional 
philosophy or organise its ideas and judg¬ 
ment on the larger socio-political or socio¬ 
economic issues. 

This is clearly why representative organi¬ 
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sations of businessmen have been singularly 
ineffective in operating as organs for the 
collective expression of a philosophy of 
business which could challenge on the 
plane of thought and conviction political 
attitudes which arc hostile, overtly or 
covertly, to the functioning of private 
enterprise, with reasonable scope, in a 
democratic context. Hence, the spectacle 
we have lately been witnessing of the 
business community as such reacting in 
a bewildered and even beaten manner to 
the onslaughts which are repeatedly being 
made on the value of the contribution its 
institutions and processes have made or 
could make to the promotion of the econo¬ 
mic progress and social welfare of the 
community. 

Against this background, the question 
which the business community must now 
deal with is whether it could atTord to 
persevere in a policy of continuous com¬ 
promises with political attitudes which are 
denying to it its right to make its legitimate 
contribution to the economic progress of 
the nation along democratic lines. In my 
view, the hour has struck for businessmen, 
both individually and collectively, te shed 
their illusions, and, leaving their wishful 
thinking behind, take a long and close 


Hindustan Insecticides 

in the service of Nation 

Pests, insects and their families ... They don’t have family planning. 
They multiply fast ... Destroy crops, carry diseases ... Their 
existence is a National Danger. They must be exterminated. 

How? 

We make the weapons — DDT and BHC — at our factories at Delhi 
and Alwaye, (Kerala) 

Oiir Products : 

D.D.T. Te<Jhnical, D.D.T. Water Dispersible Powder, 

Chloral Hydrate, Ethyl Chloride, Monochlorobenzene, 
Hydrochloric Acid, Sulphuric Acid and proposed production 
of B.H C. 

Hindustan Insecticides Ltd., New Delhi 

{ A Govt, of India Undertaking } 








INDETONOENCe DAV rBATURE 



B'8 HELICOPTER 

Will turn your flight into a very pleasant experience 



B-8 HELICOPTER i« •iporled in p«ss«r\ger and cargo 
versions. A pasaengar modification provides . r-cond(tioncd 
and ventilated capm space for 20 passengers dated In soft 
comfortable armchairs along large square-shape windows snd 
practically undisturbed by the noise o1 the ongirfes. 

A cargo modification has a cabin of 23m3 w)|h 24 bp-up 
seats along the wans. karge'Site cargo can be tiansportad 
on enternal slmgs 


B*8 HELfCOPTER can be easffy turned into a sanitary 
version with room enough for 12 stretchers and an armchair 
lor a medical officer. 

B'8 HELICOPTER la equipped with two lurboshaft 
engines TB-2 with the laka-ofl power of 1500 e.h.p. each. 

Pilotage and navigation equipment anaurat safe flying 
at night and under any meteorological condiflont. 

Maiimum spaed at normal taka-oft weight of it. 100 kg 
250km/h.FlyIng range of the transport version (fuel reserve-5",.) 
with payload of 2600 fcg'455 km 


•NTlflADS 


6|76|3j223] 67t 









Autttsi 1$, 196» 


INDEPENDENCE DAY FEATURE 


ix 


look at the current ferment in the political 
situation. The future of private enterprise 
as an integral part of the democratic poli¬ 
tical order may certainly depend very 
heavily^ on the objectivity and realism 
with j^^hich the business comrrrunity 
is awe to assess tlie emerging 
challenges and threats on the political 


plancL and the capacity it displays for co¬ 
operating with those piolitical forces or 
parties which are in a position to counter 
political opportunism or adventurism, 
whether allied openly with the communists 
or serving or strengtbenihg communist 
purposes for its own short-term political 
advantage. 


An Economic Survey 

S. P. CHOPRA 


THIS country, by any reckoning, has 
advanced substantially in all the major 
sectors of the economy but the rate of prog¬ 
ress would have been faster had the 
nation’s largest political party and ccntial 
government functioning on its behalf 
not allowed their vision to be blurred 
by ideological considerations. 

The first five-year Plan (1951-56) had 
anticipated the doubling of per capita 
income by 1977 /.c., in about 27 years. 
In reality, the rate of rise in per capita 
income so far has been a little less than 
one per cent per annum. This is no doubt 
highly unsatisfactory. Two major factors 
slowed down the rise in income per head. 
In the first place, tlic rate of rise in national 
income—leaving aside the first five-year 
Plan period—was much below expectation. 
Secondly, the growth rate in population 
doubled itself in the planning period. 
It is only through a restraint in the growth 
of population and faster expansion in the 
economy that we can hope to improve the 
level of living of the masses at the rates 
stipulated by the planners. 

Unrealised Dream 

Another dream of the planners, namely, 
the diversion of a growing proportion of 
the annual increase in population to non- 
agricultural occupations, has not come 
true. Even today the proportion of po¬ 
pulation depending on agriculture is almost 
the same as in 1947. • Also, the percentage 
shares of the mtgor sectors of the economy 
to national income have undergone little 
change. Nearly half of the total national 
income is still generated by the primary 
sector as was the case two decades ago. 
Even though the manufacturing sector has 
more than doubled its contribution to 
total national income, the percentage 
chani^ in the shares of the major sectors 
have been marginal. 

The slow pace pf expansion in the level 
of living of the people is illustrated in a 


lucid manner by the rise in per capita 
income. In 1948-49, the per capita income 
in our country (at 1960-61 prices) was 
estimated at Rs 278. In 1968-69, it was 
estimated to have risen to Rs 325, record¬ 
ing a rise of 17 per cent in 20 years. 
(Table I) 

TAHLt I 


NATIONAL INCOME AND PER 
CAPITA INCOME 

(Rs 1960-61 prices) 


Year 

National income 
(Rs lOOcrorcs) 

Per capita in¬ 
come (Rs) 


Old 

New 

Old 

New 


Series 

Series 

Series 

Series 

1948-49 

96.3 


278 


1949-50 

98.1 


279 


1950-51 

98.5 


275 


1951-52 

101.5 


279 


1952-53 

105.4 


285 


1953-54 

111.9 


297 


1954-55 

114.6 


299 


1955-56 

116.7 


299 


1956-57 

122.6 


307 


1957-58 

121.0 


297 


1958-59 

129.5 


312 


1959-60 

131.8 


310 


1960-61 

141.4 

133.1 

326 

307 

1961-62 

144.9 

138.0 

326 

311 

1962-63 

147.4 

140.7 

325 

309 

1963-64 

154.6 

148.9 

333 

319 

1964-65 

166.3 

159.5 

350 

334 

1965-66 

159.3 

150,5 

325 

307 

1966-67 

,. 

151.7 

.. 

302 

1967-68 

,. 

165.3 

.. 

321 

1968-69 

., 


.. 

.. 


Until a couple of years ago, our agricul¬ 
tural sector was at the mercy of the mon¬ 
soons. The farmer reaped a rich harvest 
if the rain god smiled cm him. If the 
rains faited, he faced destitution and 
misery. The near-famine conditions in 
1965-66 and 1966-67 in some parts of the 
country bnee again emphasised that this 


country could not neglect agriculture In Its 
zeal for rapid industrialisation. 

The first five-year Plan was drafted at 
a time when (he coiuitry had faced a diffi¬ 
cult food situation in (he years following 
the partition ot the country. Through 
favourable weather conditions, agriculture 
staged a quick recovery in the three years 
ending 1954-55. Surpluses in food grains 
emerged and the Planning Commission 
as well as the government came to the 
conclusion that the food problem of the 
countiy had been solved and hence it was 
time to industrialise the country. The 
pi imary sector was neglected, by and large, 
in the second and the third Plan periods and 
the food shortages were covered through 
PL 480 imports. The disastrous conditions 
which prevailed in 1965-66 and 1966-67 
once again directed the attention of the 
country to agriculture and the highest 
importance has now been accorded (o it. 

New Strategy 

A new' agricultural strategy has been 
evolved with the aim of making this country 
self-sufficient in foodgrains in the next 
four or five years. It has paid rich divi¬ 
dends for the last two agricultural years 
/.!•., 1967-68 and 1968-69. The total 
food production in 1967-68 was estimated 
at 95 million tonnes. The estimates for 
1968-69 indicate that the total production of 
foodgrains was of the same order as in the 
preceding year. The output in the current 
agricultural year (1969-70) is expected to be 
reasonably satisfactory, rising to a new 
peak at 100 million tonnes of foodgrains. 
Reports from all over the countiy show that 
adequate rainfall was recorded in most 
parts of the country in June and July 
this year. Only in parts of western Uttar 
Piadesh, Gujarat, Tamil Nadu, Andhra 
Pradesh and West Bengal has rainfall been 
insufficient .so far. In all other states rain 
has either been in excess or about normal. 
There is no doubt that the kharif crop this 
year will be larger than that of the preceding 
year. 

The farmers in this country have taken 
to new techniques in agriculture with 
enthusiasm. Efforts arc continuously 
being made at all levels to increase the 
supply of all essential inputs such as ferti¬ 
lizers, improved seeds, pesticides and 
facilities for irrigation. The part played 
by the high-yielding varieties of seeds, 
particularly in the case of wheat, is com¬ 
mendable. Rice also has in no way lagged 
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behiod in this race. The unproved varieties 
of seeds such as IR-8, have raised yields 
on vast areas in the rice belt of southern 
states. New varieties of seeds are also 
being tried. Some of these varieties have 
proved their superiority even in adverse 
weather conditions by contributing substan¬ 
tially higher yields. Improved varieties 
of seeds are also being tried in the case of 
maize, jowar and bajra. 

The improvement in food production has 
been without doubt duo to the ready availa¬ 
bility of inputs but the part played by the 
procurement policies of the government 
has in no way been mean. The fanners in 
our country have responded with enthu¬ 
siasm to the incentives of assured sales of 
iho surplus at remunerative prices. In 
the case of wheat, in particular, it is now 
possible to stale with some surety that 
imports in the coming years would be 
reduced sizably. The import of fOod- 
grains in 1968-69 at 5.2 million tonnes 
was not small keeping in view the satis¬ 
factory haivest which wc had. Self- 
sufficiency in wheat may be achieved in 
the next three or four years as the use of 
high-yielding varieties spreads throughout 
the country. Rightly has emphasis been 
put on increased ptoductivity because any 
rise in production attained through 
increases in the area under foodgrains is 
likely to be at the expense of cash crops 
and this would hurt the economy. 

Sustained Increase 

For the agricultural sector, the draft of 
the fourth five-year Plan envisages the 
creation of “conditions necessary for a 
sustained increase of about live per cent 
per annum over the next decade.’* The 
rate of growth from 1949-50 to 1964-65 
was a little more than throe per cent a year. 
With the increased stress laid on agriculture 
in the draft of the fourth Plan, the target 
of five per cent annual growth is not very 
ambitious. What is needed is sustained 
follow-up action to make the new agricul¬ 
tural strategy a still greater success. In 
the earlier plans, the paucity of fertilizers 
has been one of the major reasons for 
'Shortfall in critical years. All efforts must 
bo made to reach the targets of production 
for diffeicnt chemical fertilizers and the 
shortages should bo covered by imports 
arranged in time for the use of farmers. 
The faimer has been assured that he will 
receive from the nationalised banks prefer¬ 
ential treatment in regard to credit facilities. 

' ItbjS paoo of iodustriallsatioii was hasten¬ 
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ed after the formulation of the Industrial 
Policy Resolution in 1956. The roles of 
the two sectors—public and private—^were 
defined. No entrepreneur could go ahead 
with a scheme without the approval of the 
government. A licence was needed for 
the establishment of an industrial unit and 
permission was granted after a thorough 
examination of the claims of different 
states as well as ontreprwicurs. Vast 
sums were invested in public sector units. 
The central aim was to industrialise the 
couniry quickly. Substantial success was 
achieved. As Table II shows, the total 
volume of industrial production in the 
country nearly trebled itself. 

Table U 

INDEX NUMBERS OF INDUSTRIAL 
PRODUCTION 


Year 


1956=100 

1960=100 

1951 


73.5 


1952 


75.8 


1953 


77.8 


1954 


83.1 


1955 


91.9 


1956 


100.0 


1957 


104.2 


1958 


107.7 


1959 


116.9 


1960 


130.1 


1961 


141.0 

109.1 

1962 


153.3 

119.7 

1963 


165.8 

129.6 

1964 


174.2 

140.8 

1965 


186.9 

150.9 

1966 


.. 

152.4 

1967 



151.6 

1968 



160.9 


For accelerating the process of indus¬ 
trialisation, the draft fourth five-year Plan 
has laid down certain guidelines in regard 
to licensing policy. The salient features 
of this policy are : 

(1) All basic and strategic industries, 
involving significant investments or foreign 
exchange, should be carefully planned and 
subjected to industrial licensing. It is 
necessary to ensure effective performance 
and to keep a close vsaich on the develop¬ 
ment of these industries. Hence, once the 
licence is granted, credit, foreign exchange 
and scarce raw materials would be ear¬ 
marked for them and made available in 
time. This should be done for units both 
in the public and 

(2) *odu8tri«^glgW^^ 
assistance 


XI 

capital equipment may be exempted ffrom 
the need to secure industrilal licttioes. F6r 
this purpose, the foreign exchange ceiling 
may be stipulated at about 10 per cent 
of the total value of the capita] equipment. 
The release of foreign exchange would 
continue to be regulated and the import 
of capital goods screened by the Capital 
Goods Committee. However, in industries 
in which, though the foreign capital equip¬ 
ment component is low, the maintenance 
imports component is high, it will be 
necessary to continue licensing; and 

(3) industries which do not call for 
foreign exchange for import of capital 
equipment or raw materials should be 
exempted from the requirements of 
industrial licensing. In these industries, 
there should be freedom for private enter¬ 
prises to operate in accordance with the 
market requirements. 

Sound Policy 

The policy is basically sound as it ensures 
the supply of raw materials as well as 
foreign exchange once a licence Ibr setting 
up a unit is given to an entrepreneur. 
While sanctioning the establishment of new 
units, care needs to be taken to avoid 
further congestion in the urban areas 
where pollution of air as well as water 
is creating grave hazards for the people. 
The policy of withdrawal of price and 
distribution controls initiated in recent 
years should be continued in the fourth 
Plan period as well. Rightly, an effort 
is being made currently to make use of the 
technical skills and services available 
in the country. Only in those areas 
where we do not have any facilities for 
setting up sophisticated plants, should wo 
encourage collaboration with foreign firms. 

As stated earlier, massive investments 
have been made in the public .sector indus¬ 
trial undertakings during the last 15 years 
in particular. The profitability of most of 
these undertakings has been rather low. 
Special attention needs to be devoted to 
their being made more productive and 
profitable. Over-staffing is one of the 
common ills of these undertakings. At 
least in the case of public sector units which 
are included in the fourth Plan, these 
errors should not be repeated. What is 
more, the responsibility for the expansion 
of the public sector should be put on state 
undertakings which have gone into produce 
tion and which have absorbed more than 
Rs 2,000 crores. The financial require-^ 




xii 

mcnis of the public sector projects in the 
next few ycais can be met by these under¬ 
taking's if they arc run on business principles 
and yicl:i a return of at least 10 per cent 
on capital employed. 

Smail-Sckilc Industries 

At the end ot 1967-68, about 120.000 
small industrial units had been rejEistcrcd 
with the directorates of state industries. 
This vast expansion in this sector was 
made possible by the patronage it received 
from the govcrnmenl. About 400 industrial 
estates htivc been set up all over the country 
to encourage the small-scale industries. 
The annual output of units operating in 
these estates is estimated to be around 
Rs HX) crores. The central government 
dcparim<*.nts have been specially instruc¬ 
ted to patronise the small-scale units. Con¬ 
sequently, the annual purchases by the 
govcrnm»;nt departments from these units 
are estimated to be around Rs 30 crores. 
The industrial licensing policy has been 
so devised as to leave some industries 
exclusively for small-scale units. The 
NatrOiiaJ Small Industries Corporation has 
been extending credit facilities through 
the hire purchase scheme for machines. 
The Small-Scale Industries Board, establish- 
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cd in July 1961, assists the government in 
the formulation of policies to foster the 
growth of .small-scale industries. 

During the fourth five-year Plan, the 
government proposes to take some addi¬ 
tional measures to promote their growth. 
The banks arc being asked to extend credit 
to these units in a liberal way. The indus¬ 
trial licensing system is being revised so 
as to protect the small units from the 
competition of large units. Through the 
establishment of small-scale industiies in 
rural and semi-urban areas, the concentra¬ 
tion of industries in urban areas is proposed 
to be reduced though not much success 
has been registered in the past. 

If despite extensive state patronage, 
small-scale industries have not progressed 
at the same pace as the Jarge-.scale units, 
it is because of their low productivity per 
unit of capital as well as labour and inade¬ 
quate attention to quality and standards. 
It is only by producing quality products 
and competing in a free market that the 
small-scale units can hope to become via¬ 
ble. Protection by the state may help 
them in the initial years but fora permanent 
place in the economy* these units will have 
to depend upon their own capacity to 
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compete and give satisfaction to the con¬ 
sumer. 

Diversification in exports has been the 
aim of this country for the last two decades. 
It had been realised even before Indepen¬ 
dence that the foreign exchange earning 
capacity of this country had not been 
increasing si/ably because of our heavy 
dependence in exports on agricultural 
products. Sustained efforts in this regard 
have borne some fruit. We have now 
succeeded in selling machine tools to West 
Germany, railway equipment to the UK 
and the USA, telephone equipment to 
the USSR and surgical goods to 
Canada. 

On our import list, machinery and 
industrial raw materials have a prominent 
place. Recently, in the wake of the green 
revolution, imports of fertilizers have also 
apticared. To cover up the shortages in 
foodgrains. imports of grains in some 
years form a substantia] proportion of the 
total import bill. There has not been any 
significant shift in the direction of our 
trade. Our two leading partners in trade 
were the UK and the USA immediately 
after Independence; they continue to be 
so even today. The only significant change 
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in our direotioo of trade has been the 
increasing share of the rupee trade area 
covering the USSR and other east Euro- 
pean countries. 

The planners are rightly of the view that 
traditional exports such as jute manufac- 
tures» tea and other cotton textiles do not 
have possibilities of rapid growth in the 
coming years. In order to attain the 
envisaged rate of growth of seven per cent 
per annum in exports, added attention will 
have to be paid to the export of machinery, 
equipment, engineering goods, iron ore, 
chemicals, etc. We have increased our 
capacity for the production of these goods 
and there is a growing world market for 
these products. 

Fillip to Exports 

The recession in industry in 1966 and 
1967 forced some of the manufacturers 
to explore markets abroad for the sale of 
these products. ITie non-traditional pro¬ 
ducts had substantial success in 1968-69. 
More than half of the increase in exports 
was due to non-traditional products such 
as engineering goods, iron and steel, handi¬ 
crafts, paper and paper board etc. The 
value of exports rose by Rs 157 crores in 
1968-69 over the !»*cccding year. There 
was a cut in imports by as much as Rs 160 
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crores. Consequently, the adverse balance 
in trade was reduced by as much as Rs 317 
crores from Rs 753.32 crores in 1967-68 
to Rs 436.25 crotes in 1968-69. The same 
trend has been carried forward in 1969-70 
(Table III). In April this year, the balance 
of trade became favourable for the first 
time in many years both due to the cur¬ 
tailment in imports and enhancement in 
exports. The negative balance reappeared 
in May but the combined gap in trade for 
April and May this year w'Os nearly one- 
twentieth of the corresponding gap in the 
preceding year. 

What is the role of foreign aid in the 
economic development of our country? 
In the years following Independence when 
we had substantial sterling balances at 
our credit, it was felt that the process of 
economic expansion could be carried 
forward without any foreign assistance. 
It was believed that foreign investment 
and foreign aid would play only a small 
part in the development of the economy. 
The late Jawaharlal Nehru was afraid that 
excessive dependence on foreign aid might 
jeopardise the policies of non-alignment 
and neutralism which he was trying to 
evolve. Right in the middle of the second 
five-year Plan period when our foreign 
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it was feir j flftfi^^velQpn^ plans 
could not be completed without foreign 
assistance. An era of rising foreign assis¬ 
tance followed. Whereas the volume of 
foreign assistance in the first Plan was 
a little more than 10 per cent of the total 
outlay, it rose to nearly one-fourth of the 
outlay in the second Plan. In the third 
Plan, its share (28.5 per cent) of the invest¬ 
ment was still higher. The draft outline 
of the fourth Plan has estimated that foreign 
aid of the order of Rs 2,514 crores will be 
needed; it will constitute 17.5 per cent of 
the total outlay of the Plan (Table IV.) 
While the politicians have been advocating 
increased self-ieliance in this regard, the 
economy’s dependence on foreign aid has^ 
not dccieased in absolute terms. 


The key to self-ieliance in foreign aid 
lies ullimatcly in increased exports which, 
as stated earlier, has shown a favourable 
trend recently. However, the gap in our 
foreign trade is so large that any hope of 
early covering it up completely through 
exports is unjustified. 

Foreign Collaborations 

Between 1957 and 1968, about 3,000 
collaborations of various kinds wereft nalis- 


Table III 

INDIA’S FOREIGN TRADE 

(Value in Rs lakhs; Post>devaluation rate)' 




196S-ti6 


1966-67 


1967-68 


1968-69** 

1969-70** 


Month 

Imports Exports* Balance Imports Exports* Balance Imports Exports* 
of trade of trade 

Balance Imports Exports* 
of trade 

Balance Imports Exports* 
of trade 

Balance 
of trade 

April 

14281 

8979 

—5302 

17253 

9759 

—7494 

16968 

9184 

-7784 

19362 

10400 

—8962 

11819 12579 

-♦-760 

May 

16930 

9720 

—7210 . 

18509 

10175 

—8334 

19347 

8093 

— 11254 

17666 

J0736 

—6930 

12419 10960 

—1459 

June 

22875 

10742 

—12133 

12482 

7485 

—4997 

16357 

9653 

—6704 

15487 

9692 

—5795 



July 

18796 

9748 

—9048 

15701 

7613 

-8088 

16960 

10206 

—6754 

16384 

11317 

—5067 



August 

18065 

10628 

—7437 

16130 

10695 

—5435 

15044 

8931 

—6113 

14104 

13315 

—789 



September 

19487 

11146 

—8341 

19057 

9725 

—9332 

17116 

11173 

—5943 

13.308 

11785 

—1523 



October 

1S115 

10501 

—4614 

15318 

11141 

—4177 

13500 

12077 

—1513 

13058 

12395 

-663 



November 

21130 

11753 

—9377 

14536 

8931 

—5605 

16862 

10352 

—6510 

13707 

11204 

—2503 



December 

18215 

11455 

—6760 

16137 

10428 

-5709 

16265 

10575 

—5690 

14992 

11077 

—3915 



January 

14947 

10370 

—4577 

14628 

10367 

—4261 

13727 

10552 

—3175 

14243 

11573 

—2670 



February 

14866 

9590 

—5276 

15323 

8893 

—6430 

14049 

9189 

-6860 

13294 

10194 

- 3100 



March 

27136 

12258 

—14878 

31129 

11462 

—19662 

24139 

9889 ~ 

-14250 

13398 

11690 

— 1708 



Total 

221843 

126890 

—94953 

206203 

116679 

—89524 

195040 

119708 - 

-75332 

179003 

135378 

—43625 



Revised 

Total 

221843 

126888 

—94935 

207836 

M5656 

—92180 197428 

119867 — 

77561 







^Includes rt-exports •♦Provisional; fully revised figures are not yet available. 
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(and approved by the Government of 
India) between Indian and foreign compa¬ 
nies (see Tiibie IV). The largest number 
of these collaborations —more than half— 
were cnteicd into from I960 to 1964. 
The pace of new collaborations has now 

Table IV 
FOREIGN AID 

First Second Third Draft 
plan plan plan Fourth 
plan 

Outlay 

(Rscrores) 2,012 4,600 8,630 14,398 

Foreign aid 

(Rscrores) 203 1.090 2.455 2,514 

Perct ntage of 
foreign aid 
to total out¬ 
lay 10.2 23.7 28.5 17.5 

slowed down for three major reasons. 
First, our country has acquired technical 
skills in a number of industries and it is 
but right that we should use all the facili¬ 
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ties which ore available In our own coun¬ 
try. Second, every technical collaboration 
agreement implies an obligation to pay 
royalty or technical fee in foreign exchange 
over a period of years which d(3e.s cause 
strain on our foreign exchange reserves. 
Third, to avoid unnecessary expenditure of 
foreign exchange on the acquisition of tech¬ 
nical know-how, the government is current¬ 
ly subjecting every proposal for foreign 
collaboration to rigid tests. 

Filling the Gap 

Wc must, however, guard ourselves 
against one error in our effort to make the 
maximum use of indigenous facilities. 
In many sophisticated industrial fields wc 
do not have as yet the requisite technical 
know-how needed to set up new units; 
in all such cases we should not hesitate to 
buy knowledge and skills from abroad. 
Even the most industrially advanced 
countries such as the USA, the UK, West 
Germany and Japan buy technical know¬ 
how to fill up domestic gaps. Recently, the 
Government of India has set up a Foreign 
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Investment Board for the purpose of identi** 
fying the areas for which we must import 
technical know-how. This board is charg¬ 
ed with the responsibility of evolving 
guidelines in this regard. It is for this 
board now to draw up lists of industries 
for which collaborations with foreign firms 
would be allowed. 

The Division of Trade of the Economic 
Department of the Reserve Bank of India 
studied last year 1,051 effective agreements 
between Indian and foreign firms. It 
brought out the fact that the impact of 
these agreements on our balance of pay¬ 
ments was not significantly large. What 
is more, many of the foreign firms brought 
with them not only technical knowledge 
but capital as w'ell. The value of capital 
participation by foreign companies was 
Rs 144 crores in 1960-61 but by 1963-64 
it had risen to Rs 191 crores—a rise of Rs 
54 crores in three years. These figures relate 
only to the companies covered in the study. 
There is no doubt that these collaboration 
agreements have not only filled our lechni- 


Table V 

FOREIGN COLLABORATION IN INDIAN INDUSTIRES (COUNTRY-WISE) 


Country 




1957 

1958 

1959 

1960 

1961 

1962 

1963 

1964 

1965 

1966 

1967 

1968 

1969 

(Jan.- 

March 

UK 




17 

34 

52 

120 

126 

79 

70 

105 

60 

44 

50 

19 

13 

USA 




6 

4 

10 

61 

77 

57 

67 

78 

48 

42 

34 

37 

5 

West Germany 




2 

6 

13 

58 

67 

42 

48 

68 

44 

41 

24 

22 

12 

Japan 




1 

3 

8 

39 

30 

24 

32 

35 

26 

18 

21 

12 

7 

Switzerland 





2 

1 

13 

19 

19 

19 

19 

18 

10 

6 

6 

1 

France 




2 

1 

2 

9 

16 

14 

16 

11 

12 

11 

9 

8 

2 

Italy 




4 

4 

4 

9 

13 

11 

6 

8 

7 

3 

6 

3 

.. 

East Germany 




.. 


1 

5 

4 

5 

10 

24 

6 

3 

2 

2 

2 

Holland 




1 



6 

10 

7 

4 

5 

2 

3 

4 

2 

1 

Sweden 




1 


1 

13 


6 

1 

6 

3 

5 

9 

4 

1 

Denmark 






2 

6 

4 

2 

3 

9 

1 

1 

1 

4 

1 

Czechoslovakia 







6 

5 

1 

5 

4 

3 

3 

1 

4 

I 

Austiia 






1 

3 

5 

4 

2 

5 

1 

2 

2 

.. 

.. 

Belgium 






2 

4 

2 

4 

3 

5 


3 

1 

1 

•. 

Poland 







1 

6 


3 

4 

2 

2 

•. 

.. 


Canada 





1 


1 

3 

6 


3 

1 

2 

2 

‘. 

1 

Hungary 







1 

2 

2 


3 

1 

4 

1 

1 


Yugoslavia 








1 

1 

3 

2 

1 

3 

L 

2 

•• 

Finland 







2 

1 

1 


* • 

•• 

- 




Panama 





2 

1 



•• 




•• 

1 

•• 


Pakistan 





2 











.. 

Others 




47 

44 

52 

23 

12 

13 

6 

9 

6 

3 

8 

3 

1 

Total 




81 

103 

150 

380 

403 

298 

298 

403 

242 . 

203 

183 

132 

48 
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. ^ Doctors^ Lawyers, 
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\ 
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PUBLIC 


PROVIDENT 


SCHEME 


M 


Maximum 
subscription 
Rs. 15.000 
poryear 


m 

Oopesits may 
bo made any 
time between 
Ist April and 
3lit March 


ANSWERS YOUR NEEDS 


TAX-FREE 

interest 

('♦.8% 

compound) 


NATIONAL SAYINGS ORGANIZATION 


^ Deposits like 
L.I.C. premia 
^ and G.P.F. 
ii^' qualify for 
II rebate of ux 


Partial 
withdrawal 
& loan 
facilities 



And, finally,the deposits 
cannot be attached by an order of e 
Court of Law. 

YOU WILL BE GLAD YOU 
OPENED AN ACCOUNT 

For details please contact the 
State Bank of India 


4K»pmU9 
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A 
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TROPICAL 
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MANUFACTUKEO BY 

BHARAT ELEamCAL INDUSTRIES LTD. 

19, RMENORANATH MUKHERJEE BOAi:)0CAlCUTrA.| 
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cal gaps but have also brought in the much* 
needed foreign assistance. 

Private Foreign Investment 

Foreign business investment has played 
a useful role in the industrialisation of our 
economy. It is not possible to measure 
precisely the benefit accruing to this coun¬ 
try from foreign investments which are 
invariably accompanied by technical know¬ 
how, It is significant that the flow of pri¬ 
vate capital flrom foreign countries has con¬ 
tinued at a steady pace during the last two 
decades. As Table VI shows, the outstand¬ 
ing foreign business investment rose from 
Rs 255^8 crores in 1948 to Rs 935.8 crores 
by March 1965. It means a rise of Rs 42 
crores a year, on the average. The draft 
of the fourth five-year Plan has estimated 
an inflow (gross) of Rs 300 crores or Rs 60 
crores a year. This is not an ambitious goal 
but, at the time of writing, the climate for 
the inflow of private capital from abroad 
has received a severe jolt due to the nation¬ 
alisation of the leading banks. Maybe, the 
confidence of the foreign investor will once 
again be restored after the dust raised 
by recent events settles down. 

Ttahle VI 

OUTSTANDING FOREIGN BUSINESS 
INVESTMENTS IN INDIA 

(Rs. crores) 


June End March 
1948 1965 

Plantations 

52.2 

121.1 

Mining 

11.5 

12.1 

Petroleum 

22.3 

177.8 

Manufacturing 

70.7 

458.6 

Foods, beverages, etc. 10.1 

35.7 

Textile products 

28.0 

34.4 

Transport equipment 

1.0 

42.1 

Machinery and 



machine tools 

1.2 

38.7 

Metals and metal 



products 

8.0 

104.2 

Electrical goods 



and machinery 

4.8 

30.4 

Chemicals and 



allied products 

8.0 

93.3 

Miscellaneous 

9.6 

79.8 

Services 

107.9 

166.2 

Trading 

43.0 

33.5 

Construction, 



utilities & 



transport 

31.5 

72.0 

Financial 

15.7 

38.6 

Miscellaneous 

17.7 

22.1 

Total 

264.6 

935.8 


Source : Reserve Bank of India. 
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A% the alarm chain ii pulled a chain reaction if 
tet oH'; ihe traiu with hundreds of passengers comes 

to a standstill, many others behind are put off 
schedule; passengers at stations ahead are Caced with 
great inconvenience. 

Perhaps one of the trains delayed could be carrying 
men and materials on an emergent assignment, or 
transporting medicinas and (ood to a stricken area. 

Your indiscreet action may stall smooth trauo opera¬ 
tions tbbyiag vital national tasks. So. be Itaman, 
be responsible. Oon*t use the safety device if you 
can help it. 


Use Only 



NORTHERN RAILWAY 
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inuependencb day EMTDRE 


Tliey saved the ancient 
banyan tree andnowtfieir 
daring knows no bounds ^ 

*Let it stand/ someone said of the banyan tree 
as the site was being cleared for the 
Hindustan Lever Research Centre, at Andheri, 

The tree signifies that we can’t easily get away from what is 
home*grown. Appropriately, therefore, the Centre will tackle problems 
rooted in India—the kind that can only be solved here: 

Can we discover and exploit hitherto unused local sources of oil? How 
can th# country’s meagre milk supply be conserved? What can wc 
do to increase the milk yield of buffaloes? How can we improve the 
nutritive value of protein-poor foods? Can we develop processes 
for the preservation of Indian-type food dishes? 

Research on all this can only begin at home. It has, at the 
Hindustan Lever Research Centre in Andheri. The sweep and 
thrust of the studies arc daring. 

They have, of course, left the banyan tree alone to grow by itself. 

Hindustan Lever 

Untos-HLL. PR. 9.337 








SERVING THE NATION IN MANY BIG WAYS 

Halplng with credit tor tertllliers. pwtIcJdes, to R*. t^OO/-» both parti** bank with Start Bank, 

hybrid seeds and agriculturpt equipment » • ‘tv Issuing Travellers Cheques free of commission. 

Providing export packing credit and post-shipment credit Today the 5tate Bank group rededIcate themselves to 
at reduced rates. - serving the nation. ^ 

Aiding small scale Industrialists by vkrtoiis schemes, z 

Providing Ir** tranartra up to Rs. 2,800/- tor personal ftTASX RA|l|r FOR SERVICE 

transsetfoni, and free collection of personal cheques up PHIH% * 
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A comprehensive 
range of 

KIRLOSKAR 

PUMPS 

_ For agri culture and industry _ 





We offer a wide ran^re 
suitable for variety 
of applications 


• Irrigation 

• Water Works 

• Booster Service 

• Sewage 

• Drainage 

• Sandy Water 

• Storm Water 

• Fire Fighting 

• Mines 


Processing Plants 
Chemical Industry 
Sugar Industry 
Viscous Liquids 
Paper Stock 
Refineries 
Dairies 
Distilleries 


If your job involves a pumping problem contact us or 
our distributor in your area. We put our SO years 
of engineering experience and the latest 
know-how to work for you. 

For (ietnilSi please write to ; 

KIRLOSKAR BROTHERS LIMITED 

Udyog Bhavan, Tilak Rood, Poona-2 (Maharashtra) 

Worh$: 

Kirloskarvadi (Maharashtra) and Dewas (Madhya Pradesh) 


NOTICES 

THE CALCUTTA ELECTRIC SUPPLY 
CORPORATION LIMITED 

(INCORPORATED IN ENGLAND) 

Notice is hereby given that the Board of Directors of this 
Company have decided to recommend to stockholdei's 
at the forthcoming Annual Cieneral Meeting that a Final 
Dividend for the year ended 31st March 1969 on the Com¬ 
pany’s Ordinary Slock at the rate of £4i per cent net (Tax 
applicable at 8s. 3d. in the £) be paid on the 14th October 
1969 to those stockholders whose names are registered in 
the Company’s Stock Register on the 23rd September, 
1969. 

Applications for transfers received in this office before 12 
o’clock noon on Tuesday, the 23rd September. 1969, will 
if otherwise satisfactory, be registered at the date for the 
purpose of participation in the above Dividend. 

ByORDliR OF THE BOARD 


Victoria House, 

Calcutta, 7th August 1969. 


D.P.M. KANGA, 
AGENT. 


THE AMALGAMATED ELECTRICITY 
CO. LTD. 

Registers of Members and Transfer Books of the Company 
will be closed trom 8th September, 1969 to 25th September, 1969 
both days inclusive in connection with the Dividend. 

By Order of the Board. 

For THE AMALGAMATED ELECTRICITY CO. LTD. 

For N.C Javeri & Co. 
Kiran N. Javeri, 
Partner, 

Mg. Agents. 

Registered Office: 17/B, Homimao Circle, Fort, Bombay. 

Date ; 7th August, 1969. 
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WRITING these lines a few days ahead of 
August 15, I cannot honestly say that 1 am 
looking forward with any exultation of spirit 
to the traditional ceremony at the Red Fort. 
There was something great and deeply moving 
ip this function in the years immediately after 
Independence when the Prime Minister of India, 
despite his being the leader of one political 
party among others, could still speak on such 
historic occasions with the voice of fhc nation. 
The words that may be uttered from the ram- 
^ parts of the Red Fort on this August 15, how¬ 
ever, will not belong even to that political 
party as a whole. Mrs Indira Gandhi surely, 
is sensitive enough to realise that, as things are 
at present, she cannot truly speak for the 
country, not even for the Congress party, not 
even perhaps for the central government. This 
cannot be a happy thought for her, but. then, 
she has only herself to blame, for, in the short 
^‘duration of a few hectic weeks she has reduced 
the political state of the nation to disunity and 
disorder. The greatness of a national leader 
lies not in creating conflicts and exploiting 
them but in leading tf united people towards 
generally accepted goals. 

« * 

A few days before the Bangalore session of 
of the AICC, I happened to discuss the 
presidential “possibles” with a certain senior 
and highly respected Congress leader. The 
conversation touched on the eligibility of 
Mr V. V, Giri and this Congress leader, who 
was not in favour of Mr Giri being selected as 
the party's candidate, told me that his objection 
was because of his feeling that Mr Giri was 
lacking in “dignity** and “restraint**. At that 
time I thought that this judgment was rather 
harsh, but the manner of Mr Giri's caihpaign- 
ing for the office of president makes me feel 
that the criticism was fair. 1 am unable, in 
particular, to sympathise with Mr Giri*s posi¬ 
tion that the Congress parliajiientary board 
has cheated him of what is rightfully his due. 
Considering that Mr Giri had, in the past, 
earned for himself the unique honour of being 
perhaps the only minister of the central govern¬ 
ment (who is also a regular politician) to have 
resigned ministership for a principle, it is sad 
indeed that now, at his time of life, he should 
be conducting himself in such a way as to 
provoke R^jiqi comment on him in the 
following manner (cf. Swarafya August 9, 
1969) : 

**It is not a very inspiring sight, presidential 
candidate Mr V. V. Giri frantically canvassing 
fbr Iilmaelf as a candidate standing On his own 
aecodol, .Mr V. V. Giri is suflfering from an 


illusion that a vice-president has a quasi¬ 
automatic right of promotion to the president¬ 
ship. This is an unwarranted obsession which 
makes him canvass much more noisily than is 
consistent with the dignity of a presidential 
election. It is easy enough to understand a 
personal desire to gel a big office for oneself. 
But one cannot understand any public purpose 
or protest in connection with Mr V. V. Giri*s 
candidature which might justify the energy 
he puls into it.** 

U may be recalled here that Mr Giri was 
Minister for Labour in the government of the 
then Madras stale (which included part of 
what is now Andhra Pradesh) during 1937-39 
and later in 1946. In tlie earlier period, Mr 
Giri was the colleague of Rajtqi* who was 
then heading the ministry. 

* « 

I do not subscribe to the view that the next 
President of India, be he Mr .Sanjiva Reddy 
or be he Mr V. V. Giii, will be in a position to 
decide w'lio should be prime minister or even 
how the prime minister should ftinction. I 
think a lot of nonsense is being said or written 
about the fortunes of the factional fight now 
raging within the Congress party being depcn 
dent on who is going to be elected as president. 
It would clearly be an end of constitutional 
government if the president decides or is forced 
to participate in party politics as a partisan; 
and however acute the power struggle within 
the Congress may have become, ic is still not 
easy to imagine Congress leaders, in which¬ 
ever camp they are, commiting the ultimate 
folly of involving the president’s office or allow¬ 
ing it to be involved in the making or un¬ 
making of central ministries. 

* * 

It is widely believed that Mr Sanjiva Reddy’s 
success at the presidential election would be a 
blow to the autliority or even the political 
position of the present Prime Minister. Al¬ 
though it is possible that Mrs Gandhi may 
have lent colour to this supposition by her acts 
of commission and omission, I would like to 
point out that it is the defeat, if it happens, 
of the official Congress candidate for the office 
of president which is bound to do real damage 
to Mrs Gandhi’s position. She being the leader 
of the Congress parliamentary party, the 
defeat of Mr Sanjiva Reddy, should this happen, 
would be more her defeat than hts and it is 
even possible to argue that the Prime Minister 
will, in-propriety, have to tender her resignation 
if the official candidate of the ruling party Is 


defeated at the presidential election. I would 
support this argument by pointing out that the 
defeat of the official candidate for the speaker- 
ship of the Lok Sabha or the office of vice- 
president (who presides ex-officio over the 
R^ya Sabha) would necessarily amount to 
a vote of no-confidence in the government. 
This being so, it would certainly be illogical 
not to apply the same convention or principle 
to the office of president. 

* * 

The Chief Minister of Tamil Nadu, who has 
added three more ministers to his team, has 
succeeded in persuading Mr V. R. Ncdu»ichcz- 
hian, who had earlier staked his claim to the 
chief ministership, to join his ministry. This 
is an important step, no doubt, in the direction 
of the DMK protecting itself against domestic 
dissensions. But Mr Karunanidhi may still 
have some problems to solve. It is clear 
enough that at least one senior colleague of 
his in the ministry, Mr K. A. Mathiazhagan, 
is bound to be far from happy over Mr, 
Nedunchezhian’s return to pi>sitions of power 
in the party as a minister and Uk; party’s 
general secretary. The Chief Minister has 
in view a visit to the United Kingdom. This 
and connected travels may make it necessary 
for him to be away from his post for some 
weeks and the question will naturally arise of 
who is to be in charge of the administration 
during his absence. Will Mr Malliiazhagan 
be willing to stand down in favour of Mr 
Ncdunchezhian? 

Some lime ago I commented on the code of 
conduct which the DMK ministry had pres¬ 
cribed for its officials and suggested that it was 
perhaps even more necessary for politicians 
to be bound down by a similar code. I am 
glad that Mr Karunanidhi has now framed a 
code of conduct for ministers. This piece of 
regulation is impressive indeed in its compre¬ 
hensiveness and 1 am happy to be able to 
congratulate Mr Karunanidhi and his party 
on having taken concrete steps to uphold the 
principle that probity is a compelling obliga¬ 
tion of politicians in power. 

* • 

Referring to my article, “Nixon and New 
Delhi’*, in the Eastern Economist supplement 
on President Nixon's visit, which was published 
with the issue dated July 25, a vigilant colleague 
points out that I liad erred in saying that the 
late John Kennedy never came to India. The 
fact is that he did visit India when ho was a 
Senator. 
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Trade 


IRANC: DEVALUED 

THE French government on August 8 
devalued tlic franc by H . 1 per cent. The 
new rate is effective from Monday, 
August It. The devaluation was decided 
at an emergency cabinet meeting called by 
President Georges Pompidou. The new 
gold equivalent of the I Tench franc was 
set at 0.160 grammes of fine gold. 

TATA IRON EXPORTS 

Firm orders from the US totalling 17,500 
tonnes of Tata steel worth more than one 
million dollars have been secured by Tata 
Exports. The first consignment of 8,500 
tonnes of ribbed icinforcing bars rolled to 
American specifications has already been 
shipped. Tata Exports is negotiating for 
further shipments to the US of substantial 
quantities of ribbed reinforcing bars and 
other sophisticated steel products manufac¬ 
tured specifically to conform to American 
specifications. 

ENFIELD EXPORTS 

Consignments of 125 engines and spare 
parts of Villiers agro-industrial engines 
manufactured by Enfield India Limited, 
Madras, were exported to Ceylon recently. 
Enfield has secured export business for 
four lakh rupees and further orders for a 
value of around six lakh rupees are under 
negotiation. This has been secured against 
severe competition from American, Ger¬ 
man and Japanc.se engines. 

COTTON FROM SUDAN 

In pursuance of the Indo-Sudan trade 
arrangements for 1969-70, the government 
has decided to release for import a quantity 
of approximately 190,000 bales (180 kgs. 
each) of Sudan cotton of a total value of 
about £ 13.3 million. Out of this quantity, 
not less than 75 cent by value shall be 
from the higher grades. The shipment 
period will be up to May 31, 1970. Details 
of the procedure and method of allocation 
will be announced later, 

TRADE TALKS WITH U.S.S.R. 

An Indian delegation, led by Mr P. C. 
Alexander, Joint Secretary, Department of 


EASTERN ikrONOMIST 


Winds 

Foreign Trade, is currently in Moscow 
holding talks with its USSR counter¬ 
part to conclude a long-term trade 
and payments agreement between 
the two countries. The current long¬ 
term trade and payments agreement 
expires on December 31, 1970. The new 
agreement which is proposed to be negotiat¬ 
ed will be valid for a period of five years 
from January 1971. One of the main sub¬ 
jects for discussion between the two dele¬ 
gations will be the rate of growth in Indo- 
Sovict trade dining the period 1971-75. 
India’s exports to the USSR had touched 
the record level of Rs 139 croics during 
1968, and are expected to be of the order 
of Rs 155 crores during 1969. While this 
country is interested in retaining the Soviet 
markets for some of her traditional items 
such as tea, tobacco, coffee, oil cake, spices 
and cashew’ kernels, the main expansion in 
exports may be in non-traditional items 
such as consumer durables, industrial 
machinery, railway wagons, steel pipes, 
and tubes. The products of Soviet aided- 
projccts in this country arc also expected 
to figure in our export list. The Indian 
delegation is also likely to discuss the possi¬ 
bilities of an expansion in the export of 
such manufactured goods as footwear, 
knitwear, jute manufactures and ready¬ 
made garments. The bulk of imports from 
the USSR used to be machinery and equip¬ 
ment which accounted for as high as 75 
per cent of the total imports from the 
USSR in certain years. However, in view of 
the significant development in indigenous 
capacity during the last few years, some 
changes in the composition of the imports 
from the Soviet Union appear to be in¬ 
evitable. The Indian delegation is likely to 
press for a larger share of imports of oil 
products, newsprint, edible oils, alloy steel, 
non-ferrous metals and fertilisers for the 
next five-year period. Imports will also 
cover the maintenance requirements of 
Soviet-aided projects in India. 

JUTE WORKERS’ STRIKE 
The recent strike of the jute mill 
workers was called off on August 12. 
The jute mill owners agreed to 

pay an interim relief in wages of 
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Rs 30 to the workers and the repre¬ 
sentatives of the workers agreed to a v 
epee of the wage increase to a commisi^dn. 

. Talks were held between the representativito 
of the Indian Jute Mills Association and 
the workers’ unions with the union Minister 
for Labour, Mr Jaisukhlal Hathi, and the 
Minister for Foreign Trade, Mr B. R. 
Bhagat, playing the role of mediators. 
Jute mill workers went on strike with effect 
from August 4, 1969, and the strike lasted 
eight days. 

INDIA JOINS S.D.R, 

This country has agreed to participate in 
the new international system of paper gold. 
India is the 50th nation to join the Special 
Drawing Rights programme of the IMF. ^ 

INDO-WEST GERMAN PACT 

An Indo-West German agreement for 
undertaking an integrated development 
programme in the Almora district of UP 
was signed recently in New Delhi by H. E. 
Baron D. von Mirbach, Ambassador of the 
Federal Republic of Germany, and Mr.* 
B. R. Patel, Secretary, Department of 
Agriculture. The Indo-Gcrman agricul¬ 
tural development project was first intro¬ 
duced in Mandi district in 1962. The 
agreement for another project, in Nilgiris, 
was signed in June, 1966. 

The Tndo-Gcrman project for Almora 
district has its origin in an Indo-German 
FAO fertiliser supply project, under which 
about 1,000 tonnes of fertilizers were made 
available by West Germany under an 
agreement signed in December, 1967. The 
pilot project was inaugurated by Mr Jagji- 
van Ram, union Minister for Food, 
Agriculture, Community Development and 
Co-operation, in March last year. The 
project envisages concentrated agricultural 
development including such activities as 
fodder cultivation, growing and processing 
of fruits and vegetables, water manage¬ 
ment and soil conservation, agricultural 
engineering including use of improved agri¬ 
cultural machinery and implements and 
mechanisation and also development of 
animal husbandry. Under the agreement 
which will initially remain in force for a 
period of three years, the West German 
government will make available a team of, 
German specialists in the fields mentioned^ 
to be stationed in the district, to advise 
about the development programme to be 
adopted in each field of activity. It would 
also supply ; S^ds, pestiddea. 
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agrlcoltural machinei^ and implements for 
experimental md demon^itration purposes^ 

LOAN FROM CANADA 

Canada and this country signed two loan 
agreecnents recently in New Delhi. The 
first, forjJRs 10.5 crorcs (15 million Cana¬ 
dian dollars), will enable this country to 
obtain commodities such as newsprint, 
synthetic ruij^r, wood pulp, ferro-alloys 
and a wide Variety of non''ferrous metals 
such as asbestos, zinc, lead and nickel for 
which this country has a high import de¬ 
mand. The second agreement, for Rs 8.4 
croros (12 million Canadian dollars), will 
cover the supply from Canada of fertiJizeis 
and fertilizer materials. The loans being 
made under these agreements are part 
of Canada's programme of development 
assistance to this country. The terms per¬ 
mit repayment over a period of 50 years 
with a 10-year grace period and no interest. 
The agreements signed recently cover part 
of the Canadian pledge of 97.4 million 
Canadian dollars of development assistance 
for this country this year which was made 
at the World Bank Consortium meeting in 
Paris last May. 

FINANCE FOR JUMBO JET 

Air-lndia has finalised arrangements for 
US $33 million (Rs'^24.75 crores) loan for 
its third Jumbo jet scheduled for delivery 
in 1972, Of this, $ 20 million (Rs 15 crores) 
will bo from Export-Import Bank of US, 
an equivalent in D. marks of 5 10 million 
(Rs 7.50 crores) from Deutsche Bank, the 
largest commercial bank in West Germany, 
and $ 3 million (Rs 2.25 crores) from a 
syndicate of US commercial banks, Jed by 
the First National City Bank. For the 
first time Air-lndia has been able to secure 
a substantial (DM 40 million) loan from a 
German bank. The loan negotiations were 
carried out personally by Air-India's chair¬ 
man, Mr J. R. D. Tata, and the Financial 
ControUer, Mr C. V. R. Rao. Last year 
Air-lndia negotiated a $ 60-million 
(Rs 45 crorcs) loan from the Exim Bank 
and US commercial banks for its first two 
Boeing 747s. 

A.D.B. AID to AFGHANISTAN 
The Asian Development Bank has 
approved the Afghan government’s request 
for technical assistance, on a grant basis 
in the preparation of four or five small- 
scal eirrigation projects. The banks technical 
assistance mission win examine and assess 
the technical and economic sdundness of 
the scheme and prepare a project for con- 
Jderation by the bank. The banks team will 
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consist of irrigation planning experts and 
irrigation engineers and economics. Afgha¬ 
nistan is an arid country with a total land 
area of 245,000 sq. miles. Agriculture is the 
mainstay of its economy. About 22 per cent 
of its land area is classified arable land, 
of which about 38 per cent is under irriga¬ 
tion. 

CHICORY EXPORTS 

Brooke Bond India Ltd will shortly 
export 250 tonnes of dried chicory from 
Jamnagar to London earning foreign ex¬ 
change worth five lakh rupees. The firm 
introduced the sowing of chicory in Jam¬ 
nagar in 1956. Chicory is now' cultivated in 
2,500 areas in Jamnagar, Porbandar, Juna- 
garh and Anand districts by nearly 1,000 
farmers. The value of chicory roots pro¬ 
duced in Jamnagar alone is estimated at 
about Rs 50 lakhs. The company's ship¬ 
ments will be the first of its kind. 

H.M.T. UNIT IN EUROPE 

The union Minister for Industrial Deve¬ 
lopment, Internal Trade and Company 
Affairs, Mr Fakhruddin Ali Ahmed, indi¬ 
cated recently that the government had 
not finalised any proposal for setting up an 
assembly plant of Hindustan Machine 
Tools Ltd in Luxembourg. HMT, he said, 
w'as, however, exploring the possibilities of 
setting up an assembly plant in Europe 
to meet the specific requirements of custom¬ 
ers abroad with regard to delivery dates and 
diverse specifications of machine tools and 
accessories. Lu.xcmbourg was one of the 
possible locations for an assembly plant 
which was in mind in this connection. The 
extent to which the setting up of the plant 
was likely to expand the export market of 
HMT could be ascertained only after the 
proposed plant had been finalised in all 
its details, he added. 

FERTILISER CREDIT GUARANTEE 

The Fertiliser Credit Guarantee Corpora¬ 
tion is expected to be set up shortly. This 
was disclosed by the Minister of Slate 
for Finance, Mr P. C. Sethi. He indicated 
that the proposed corporation would be set 
up under the Companies Act, 1956, with an 
authorised capital of Rs 10 crores. of which 
Rs 1 5 croros was likely to be issued during 
the year. The share capital will be contribu¬ 
ted by the Reserve Biink (60 per cent), 
central government (10 per cent). State 
Bank of India (5 per cent) and the majoi 
commercial and state co-operative banks (25 
per cent). Tlie corpoiation will guarantee 
leans gianted by ccnnrercial and cc-opera- 



banks for stpeking and distribution of 
agricultural Inputs to 
approved agencies. Guarantob cover by the 
corporation will be up to a maximum of 65 
per cent of the amount in defaults The cor¬ 
poration will also operate a refinance 
scheme as a supplementary source of 
finance for the commercial and co-opemtivc 
banks, ovci and above what is available 
from the Reserve Bank. It is envisaged 
that (he guarantee and refinance schemes 
of the corporation will facilitate stocking 
of fertilisers and other agricultural inputs 
by various distribution agencies at all levels, 
including the retail centres. The retail agen¬ 
cies w'ill, therefore, be in a position to sup¬ 
ply fertilisers and other inputs on credit to 
the farmers. 

ALLEPPEV MILL INAUGURATED 
A Rs 58-lakh spinning mill, a subsidiary 
of the Gwalior Rayons, Calicut, was inau¬ 
gurated in Alleppey on August 2 by Kerala’s 
Minister for Industries, Mr T. V. Thomas. 
The 20()0-spindJe mill, the first in the state 
to use staple fibre in place of cotton, 
expects to increase its spindicage to 12,000 
in two stages within a year. Mr Thomas 
assured the mill management of all assis¬ 
tance and co-opcration from the govern¬ 
ment. He said the possibility of setting up 
a wood pulp unit in Alleppey for the manu¬ 
facture of staple fibre would be considered 
by the government, 

PNB’s COURTESY FORTNIGHT 
Punjab National Bank launched a 
Courtesy Fortnight on August 4 in its 577 
branches throughout the country. The 
Courtesy Fortnight is aimed to impress 
upon the employees the need lo uphold the 
spirit of SCI vice in keeping with the bank's 
age-old traditions of promptness and effi¬ 
ciency in its dealings with its clientele. In 
addition, the Fortnight will help to focu.s 
public attention on banking services as 
a w hole and thereby help to mobilize de¬ 
posits, particularly in the rural areas. 

NAMES IN THE NEWS 

Mr. P, P. Gupta, Under Secretary, 
Ministry of Petroleum and Chemicals and 
Mines and Metals, has been appointed 
Secretary, Oil India Ltd, with effect from 
August 1, 1969. 

Mr S. Mohan Kutnaramangalam has 
been appointed Chairman of Indian Air¬ 
lines Corporation. 

Mr G. S. Dhillon was elected Spi^kcr 
of the Lok Sabha on August 8, 1969, 
following the resignation of Mr Sanjiva 
Reddy. 
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Company Affairs 


OWALIOR RAYON 

The Gwalior Rayon Silk Manufac¬ 
turing (Weaving) Co. Ltd has reported 
better working duiing the yeai ended 
March 31, 1969, with improved turnover 
and profits. The directors have proposed 
to maintain the equity dividend at Rs 1.75 
per share of Rs 10 each (17.5 per cent) 
on an increased capital of Rs 5.50 crorcs 
resulting from the bonus shares issued 
during the year. Equity dividends will 
absorb R$ 96.25 lakhs. The company’s 
turnover has risen to Rs .52.03 crores from 
Rs. 45.07 crores in the previous year. The 
gross profit is higher at Rs 801 lakhs. 
After providing Rs 212.11 lakhs for dep¬ 
reciation, Rs 44.73 lakhs for development 
rebate reserve and Rs 275 lakhs for taxation, 
there is a net profit of Rs 269 lakhs. The 
directors have transferred Rs 254 lakhs to 
general reserve and^Rs 15 lakhs to pre¬ 
ference shares redemption reserve. 

With a view to financing the pulp project 
at Harihar (Mysore state) the directors 
have decided to raise two crores of rupees 
by the issue of 200,000 (9.3 per cent) 
redeemable cumulative preference shares 
*C’ scries of Rs 100 each to be offered 
on rights basis in the ratio of four such 
shaics for every 110 equity shares held by 
equity shareholders. There is no likeli¬ 
hood of a public issue of these preference 
shares as all arc expected to be taken up 
by the equity shareholders. The company 
has not so far received sanction for its 
bonus issue announced earlier in the ratio 
of one new share for every five shares held. 
After this issue the company’s paid-up 
equity capital will increase to Rs 6.60 
crores. 

The production of staple fibre was 59,182 
tonnes during the year. Despite a strike 
in the early part of the year, production of 
rayon grade pulp was 60,900 tonnes against 
58,100 tonnes in the previous year. Raw 
material shottage continues and the 
position is likely to remain critical until 
Che company's own eucalyptus plantation 
starts giving yield in 1974-75. The in- 
ergaaert ^mduction of staple fibre and pulp 


has resulted in a foreign exchange saving 
of about Rs 34.50 crores against Rs 30 
crorcs in the previous year. For its caustic 
soda project at Nagda (Madhya Pradesh) 
the company has been asked to negotiate 
a foreign exchange loan from the TCiCI. 
The company’s subsidiary, Kerala Spinners 
Ltd, has shown satisfactory working. 

UNIVERSAL CABLES 

LJniversal Cables Ltd has earned a profit 
of Rs 4*49 lakhs for the year ended 
March 31, 1969, after providing Rs 36,50 
lakhs for depreciation. A sum of Rs 
6 lakhs has been transferred from genera! 
reserve. Dividend equalisation reserve 
gels Rs 10 lakhs and the carry forward is 
Rs 49,214 against Rs 24,507 brought in. 
The directors have decided to maintain a 
taxable ordinary dividend at 10 per cent 
on 1,046,175 ordinary shares. While full 
depreciation for the year has been provided, 
provision for development rebate reserve 
totalling Rs 20.17 lakhs for the last two 
years (including Rs 4.55 lakhs for the year 
under review) could not bo made owing 
to inadequate profits. However, as this 
provision is allowed to be carried forward 
for income-tax purposes, the necessary 
amount will be provided in later years when 
the assessable income of the company 
so permits. 

BIRLA JUTE 

The working results of the Birla Jute 
Manufacturing Co. Ltd, for the year 
ended March 31, 1969, show a gross surplus 
of Rs 309.61 lakhs. Adding Rs 38,842 
being the balance brought forward from 
1967-68 and Rs 1.86 lakhs being the in- 
comc.-tax refund in respect of 1961-62 and 
1964-65, there is an available sum of Rs 
311.85 lakhs. From this, Rs 146.80 lakhs 
is provided for depreciation, Rs 20.90 
lakhs for development rebate reserve, Rs 
28.45 lakhs for expansion reserve (cement), 
Rs21.00 lakhs for general reserve, Rs 40.00 
lakhs for dividend equalisation reserve and 
Rs 54.00 lakhs for taxation, leaving a 
balance of Rs 69,984 to be carried forward 


The directors have proposed 
to maintain the ordinary divided at Rs 
1.50 a share. The dividend is payable out 
of dividend equalisation reserve. An appli¬ 
cation is being made to the Income-tax 
Department to determine the quantum 
out of the year’s profit which is exempt 
under Section 85 of the Income-tax Act, 
1961. 

The directors state that it was only 
because of the profitable working of the 
carpet-backing section, that the overall 
profits of the jute division could be 
maintained more or less at the 1967-68 
level. Profitability in the staple fibre 
division continues to be low. Profita-^ 
bility in the calcium carbide division 
also continues to be poor owing to the 
steep rise in the cost of raw materials, 
packing, stores and power. In the cement 
division, profitability was badly affected 
by the rise in the manufacturing costs. 
At the Satna cement works, production of 
clinker returned to normal although produ¬ 
ction and dispatches were lower than those 
of 1967-68 on account of sluggish demand 
and shortage of wagons for dispatch. 
The w'orking of the cement plant at Chit- 
torgarh was, however, satisfactory. There 
was an all-round improvement in produc¬ 
tion of clinker and cement as well as in 
dispatches. In fact, the plant worked at 
more than 100 per cent of its rated capacity, 
'fhe expansion of this plant from 600 to 
1,200 tonnes of cement per day is expected 
to be completed by the first quarter of 1970. 
The delay has been due to late deliveries 
of machinery and components. 

ESCORTS 

Preference issue of 9.5 per cent (free of 
company’s tax but subject to deduction of 
shareholders* tax) redeemable cumulative 
^A* class preference shares of Rs 100 each 
of Escorts Limited was over-subscribed oo 
the very first day of opening of subscription 
list. The directors closed the subscription 
list earlier than the closing date fixed in 
view of heavy subscription. Over 45,800 
preference shares were applied for as 
against 25,000 shares offered to public 
subscription. The response from the 
investing public is attributed to the progress 
made by the company in recent years which 
has placed it as the largest manufacturer 
of farm equipment, comprising of tractors 
and a range of 55 agricultural implements, 
and motor cycles in the country. Thia waa 
disclosed by the Escorts president, Mr 
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H. P. Nanda, at a press conference held in 

New Delhi recently. 

Reviewing the company’s performance 
during the tirst six months of 1969, Mr 
Nanda observed that total sales turnover 
from January I to June 30, 1969, was 
Rs 1247.12 lakhs as against Rs 870.68 
lakhs during the corresponding period 
in 1968, thus recording 43 per cent increase. 
The company had delivered 3,389 tractors 
•during the period under review as against 
1,601 tractors during the first six months of 
1968. In motor-cycles, 5,077 machines had 
been delivered as against 4,361 during the 
corresponding period last year. Similarly 
other products such as auto ancillarics, 
railway ancillarics and difTcrent equipment 
showed an upward trend. The company 
is well oil its way to meet the targetted 
production. 

INTERNATIONAL TRACTOR 

International Tractor Co. of India Ltd 
proposes to step up equity dividend for 
the year ended Match 31, 1969, to a rupee 
from sixty paisc per share for the previous 
year. The company has reported an in¬ 
crease in its gross profit to Rs 80.03 lakhs 
from Rs 73.35 lakhs for the previous 
year in line with the rise in its income to 
Rs 720.90 lakhs from Rs 572.07 lakhs. 
Out of the gross profit, depreciation claims 
Rs 24.23 lakhs and development rebate 
reserve Rs 27 lakhs, leaving a surplus 
of Rs 28.80 lakhs against Rs 15.41 lakhs 
for the previous year. No provision has 
been made for taxes as the company docs 
not expect any tax liability. Out of the 
surplus, the directors have provided Rs 15 
Jakhs for the proposed dividend, which is 
aikely to be free of tax in the hands of the 
shareholders, against Rs 9 lakhs for the 
iprevious year. A sum of Rs 14.12 lakhs 
has been set apart for the general reserve. 
The company could not produce tractors 
in April and May, the first two months 
of its current year, because of the delay 
in the leceipt of the import licences. But 
the directors feel that in spite of this set¬ 
back the company will be able to increase 
production and sales of tractors this year 
in view of the government’s policy of pro¬ 
moting a rapid rise in tractor output. 

HARSHA TRACTORS 

A new public limited company for the 
manufacture of tractors, Harsha Tractors 
Ltd, has been incorporated with an autho* 
rised capita] of five crores of rupees. Its 
board of directors includes Mr A. K. 
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Chanda, Mr Madanmohan R. Ruia and 
Mr Arvind NaroCtam Lalbhai. Mr 
P. N. Agaiwal, managing director of the 
promoting company, Ghaziabad Engineer¬ 
ing Co Pvt. Ltd, will be the managing 
director of the now company. The new 
company will undertake the manufacture 
of the Soviet tractors DT-14B and Byelarus, 
in this country in technical collaboration 
with the Russian manufacturers. 

INDIAN CABLE 

The Indian Cable Co. Ltd proposes to 
take over Henley Cables India Ltd, and 
Pyrotenax India Ltd by acquiring the 
entire share capital of those companies. 
The proposed take-over forms part of the 
company’s plans for further development. 
The directors, who are considering propo¬ 
sals in this connection, arc likely to offer 
the shareholders full details of the scheme 
as soon as possible. The Indian Cable Co. 
Ltd, which has its factory at Jamshedpur, 
is a cable manufacturing unit with capital 
and reserves aggregating Rs 7.26 crores. 
Henley Cables, with its factory in Poona 
has capital and reserves amounting to 
Rs 85 lakhs. Pyrotenax, which is engaged 
in the manufacture of a specialised product, 
has capital and reserves totalling Rs 37 
lakhs. 

DEEPAK INSULATED CABLE 

The directors of Deepak Insulated Cable 
Corporation Ltd, Bangalore, have re¬ 
commended a dividend of 10 per cent 
(tax free) on the equity shares for the year 
ended March 31, 1969, against 7^ per 
cent free of tax maiden dividend declared 
last year. During the year under review, 
the sales of the company were around Rs 
2.02 crores, compared to Rs 1.52 crores 
Iasi year. The company has provided 
Rs 6.43 lakhs for depreciation and Rs 
0.65 lakh for development rebate. Be¬ 
sides. Rs 5.25 lakhs has been transferred 
to general reserve, the corresponding figure 
for the previous year being Rs 3 lakhs. 

NATIONAL INSULATED CABLE 

The National Instilated Cable Co, of 
India Ltd. has done well during the year 
ended March 31, 1969. The company has 
earned a profit of Rs 6.11 lakhs against 
Rs 2.18 lakhs in the preceding year. The 
profit is arrived HI after providing Rs 
6.04 lakhs for depreciation and Rs 83,000 
for development rel)ate reserve. To this 
is added Rs 9,337 Wng adjustment for 
prior years and Rs 1^80 lakhs being excess 


Au^t IS,. 1969 

provision for. income-tax for prior years 
written back and Rs 4.36 lakhs transferred 
from development rebate reserve no longer 
‘ required, making a total of Rs 12.37 lakhs. 
It has been decided to provide three lakhs 
of rupees for tax liability and to transfer 
two lakh rupees to debenture redemption 
reserve and one lakh rupees to reserve for 
bad and doubtful debts. It has been fur¬ 
ther decided that Rs 10.12 lakhs from 
dividend equalisation reserve be utilised 
for payment of the dividend. The divi¬ 
dend on the ordinary shares is maintained 
at 50 paise a share. 

CELLULOSE PRODUCTS 

The directors of the Cellulose Products 
of India Ltd have stated in their annual 
report for the year ended March 31, 
1969, that the company was making conti¬ 
nuous efforts to develop new lines of acti¬ 
vity. The plant for the manufacture of 
sodium alginate has overcome teething 
troubles and is working satisfactorily. The 
directors have finally decided to locate 
agar agar plant of the capacity of 36 tonnes 
a year at Kappalur Industrial Estates, 
Madurai, at a capital cost of approximately 
Rs 12 lakhs. Trial production is expected 
to start before the end of the current 
financial year. The company is also 
establishing a plant for the manufacture of 
a novel packaging item, moulded corru¬ 
gated (pillopak) boards with a capacity 
of 6,000 tonnes a year at the company’s 
existing plant at Ramol. The capital cost 
of this plant is estimated at about Rs 60.65 
lakhs, which will be financed from the term 
loan of Rs 36 lakhs arranged with the 
Industrial Finance Corporation of India 
and out of the new right equity share capital 
recently raised and balance from the inter¬ 
nal accrual and resources of the company. 
The plant is expected to go into trial pro¬ 
duction during the middle of 1970. 

COLOUR-CHEM 

The directors of Colour-Chcm Ltd pro¬ 
pose to raise the company’s authorised 
capital from two crore rupees to three 
crore rupees. The company’s present 
paid-up capital is Rs 1.75 crores in equity 
shares of Rs 100 each, the authorised 
capital is being raised to enable the com¬ 
pany to increase its paid-up capital when¬ 
ever required. Meanwhile, the company 
has been able to maintain a satisfactory rate 
of growth in production and sales during 
the current year. Its pre-tax profit has 
mote than doubled to Rs 92.66 lakhs 
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during the year ended March 31, 1969, 
from R$ 41.97 lakhs for 1967-68. The 
company has made satisfactory progress 
in the implementation of its expansion 
programme for the manufacture of inter¬ 
mediates and pigment raw materials. The 
erection of the company’s Diketcne plant 
is ahead of its schedule. 

INDIAN ORGANIC 

Indian Organic Chemicals Ltd is setting 
up a Rs lO-crore polyester fibre project 
in collaboration with Chemtcx Inc. USA, 
in Tamil Nadu. The company received 
a letter of intent for the manufacture of 
6,100 tonnes of polyester fibre in October 
last. It has started negotiations with US 
suppliers for the supply of plant and ma¬ 
chinery. The directors of the company 
have decided to raise the company’s autho¬ 
rised capital from one crore rupees to five 
crore rupees. Details about fresh issue 
of capital to finance a pari of the project 
cost have not yet been finalised. The erec¬ 
tion of the plant is expected to be completed 
by 1972-73. The directors feci that the 
company’s prospects will be “substantially 
brightened” after the implementation of 
the polyester fibre project. 

METTUR INDUSTRIES 

The Metlur Industries Ltd has earned a 
higher profit of Rs 68.84 lakhs for the year 
ended March 31, 1969, against Rs 54.51 
lakhs in the previous year. The year’s 
profit has been further strengthened by 
various adjustments including a sum of Rs 
3.71 lakhs representing taxation adjustment 
relating to the previous year, making in 
all Rs 72.86 lakhs. Out of the above, 
the amount set apart for depreciation is 
Rs 6.37 lakhs and that for taxation Rs 
35.25 lakhs. The appropriations arc : 
provision for contingencies Rs 11 lakhs, 
transfer to general reserve Rs 19.79 lakhs 
and development rebate reserve Rs 45,000. 
The company has declared a dividend of 
15 per cent, subject to tax on the increased 
capital, against 20 per cent taxable paid 
in the year before, 

GREAVES COTTON 

The directors of Greaves Cotton and 
Co. Ltd state that economic recovery in 
1968 helped the company to achieve 
improved turnover. The present level 
of the company’s order book and the 
trends in demand for its products indicate 
iinprovement in its turnover. The 
:iompany’^8 total investment in subsidiary 


and associated companies stood at Rs 
80.86 lakhs and Rs 147.48 lakhs res¬ 
pectively. Its paper cone and tube unit 
as well as the diamond drilling bits and 
equipment units recorded higher production 
and improved cxpoit performance. As a 
result, the company’s own manufacturing 
divi.sions have made a higher contribution 
to the profit. Total exports of the group 
have aggregated Rs 53.05 lakhs. The 
company is taking effective measures to 
expand its marketing network and extend 
its product range to match the widening 
opportunities in the rural sector. 

COCHIN MALABAR 

The working of Cochin Malabar Estates 
Ltd during the year ended February 1969 
has resulted in a net profit of Rs 7.94 lakhs. 
The equity dividend has been stepped up 
from 10 per cent to 12.5 per cent which 
will ab.sorb Rs 4.04 lakhs. The directors 
have reported rising costs and loss of 
revenue on account of there being no old 
rubber trees for sale this year consequent 
on the completion of old seeding rubber 
plantation programme. 1 he crop in 1968-69 
was 1,134,000 kg compared to 1,244,000 
kg in the previous year. For the current 
year the crop is estimated at 1,305,000 kg. 
Costs, however, will rise due to increase in 
labour wages consequent on the wage 
settlement. The crop harvested up to the 
end of June 1969 was 343,000 kg against 
an estimate of 375,000 kg. 

CAPITAL AND BONUS ISSUES 

Consent has been accorded to eight 
companies to raise capital amounting 
to over Rs 3.22 crores. Five of them 
arc to issue bonus shares, totalling over 
Rs 62.63 lakhs and the amount of bonus 
shares ranges between Rs 75,(K>0 and Rs 
26 lakhs. The consents are valid for 12 
months. The following are the details : 

The Khas Kenda Colliery Private Ltd, 
Calcutta, has been accorded consent to 
capitalise Rs 3,75,000 out of its general 
reserves and i.ssuc fully paid equity shares 
of Rs 10 each as bonus shares in the ratio 
of 1 :2 equity shares held, 

Dhargalkar Procesis Private Ltd, Bom¬ 
bay, has been accorded consent to capi¬ 
talise Rs 75,000 out of its general reserves 
and share premium reserve and issue fully 
paid equity shares of Rs 100 each as bonus 
shares in the ratio of 3 : 4 equity shares 
held. 

The Dharamsi Morarji Chemical Com- 
IMUiy Ltd, Bombay, has been accorded 


consent to capitalise Rs 25,49,100 out of 
its general reserves and issue fully paid 
equity shares of Rs 50 each as bonus shares 
in the ratio 1 : 4 equity shares held. 

The Sarangpur Cotton Manufacturing 
Company Ltd, Ahmedabad, has been 
accorded consent to capitalise Rs 6,64,250 
out of its general reserves and issue fully 
paid equity shares of Rs 125 each as bonus 
shares in the ratio of 1 : 9 equity shares 
held. 

Trlbeni Tissues Private Ltd, Calcutta, 
has been granted consent to issue further 
capital of Rs 178.12 lakhs in equity shares 
of Rs 10 each. Out of this equity shares^ 
of the value of Rs 26 lakhs would be issued 
to the UK holding company as bonus 
shares by capitalising a like sum from re¬ 
serves and further shares of the value of 
Rs 38,20,800 (nominal) would be issued to 
them at a premium of Rs 4 per share for 
supply of plant and machinery. The com¬ 
pany would, thereafter, convert itself into 
a public limited company. The proceeds 
of the issue are to t^e utilised for its 
expansion scheme. 

The Arya Tea Company Ltd, Calcutta , 

has been accorded consent to capitalise 
Rs 1,10,100 from its reserves, which is 
proposed to be utilised to increase the paid- 
up value of its equity shares from Rs 70 
to Rs 100 per share. 

The New Commercial Mills Company 
Limited, Ahmedabad, has been accorded 
consent to issue further capital of Rs, 
32 lakhs in 64,000 equity shares of Rs 50 
each to be issued at par in terms of the 
scheme of compromise and/or arrangement, 
sanctioned by the Gujarat High Court on 
May 2, 1969. 

The Mysore Acetate and Chemicals Co. 
f.td. Bangalore^ has communicated to the 
government of its proposal to issue capital 
of Rs 75 lakhs in equity shares of Rs 100 
each, for cash at par under Clause 5 of 
the Capital Issue (Exemption) Order, 
1969. Out of (his, Rs 50 lakhs are to be 
subscribed by the Mysore State indust¬ 
rial Investment and Development Corpo¬ 
ration Ltd and balance Rs 25 lakhs by 
the Industrial Development Bank of India 
Ltd. The proceeds of the issue are to be 
utilised to finance a part of the further 
overrun in the cost of the company’s 
project to set up the plant for the manu¬ 
facture of cellulose triacetate and cellulose 
acetate moulding compounds. 
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51 PER CENT STATE GOVERNMENT LOANS, 1981 


State 


Amount 
(In crores 
of Rs.) 

l$.sue 
price 
per cent 
Rs. 

J, Andhra Pradesh 


14.50 

99.50 

2. Assam 


4.50 

99.50 

3. Bihar 


5.50 

99.50 

4. Gujarat 


16.00 

100.00 

5. Haryana 


5.00 

99.50 

6. Kerala 


6.00 

99.50 

7. Madhya Pradesh 


8.00 

99.50 

8. Maharashtra 


22.00 

100. (X) 

9. Mysore 


10.00 

99.50 

10. Orissa 


6..50 

99.50 

11. Punjab 


6.00 

99.50 

12. Rajasthan 


7.00 

99.50 

13. Tamil Nadu 


20.00 

99.50 

14. Uttar Pradesh 


13.00 

99.50 

15. West Bengal 


II .(X) 

99.50 

Total 


155.00 



Alf loans will open for subscriptions on Monday, 1st Scploniber 
1969 and close on Saturday, the 6lh September 1969 or earlier 
without notice as soon as subscriptions approximate to the amount 
of each issue. All the State Governments reserve their right to 
retain subscriptions up to ten per cent in excess of the notified 
amounts. 

The loans will be redeemable at par after 12 years i.c. 
on Isl September 1981 and interest will be paid half- 
yearly on 1st March and 1st September each year. Interest 
in respect of all Joans will be liable to tax under the Income- 
tax Act, 1961. Subscriptions may be in the form of CASH/ 
CHEQUE in respect of all the loans. Secuiitics of the following 
Joans will also be accepted AT PAR for conversion into the 
new loans of the respective State Government : 

Name of the loan tendered for Name of the new Joan 
conversion issuable 

1. 4% Andhra Pradesh State 5J% Andhra Pradesh Slate 

Development Loan, Development Loan, 1981. 

1969. 

2. 4% Bihar State Develop- 5J% Bihar State Development 

ment Loan, 1969. Loan, 1981. 

3. 4% Gujarat State Develop- 5J% Gujarat State Develop¬ 

ment Loan, 1969. ment Loan, 1981. 

4. 4% Kerala State Develop- 5i% Kerala Slate Develop¬ 

ment Loan, 1969. ment Loan, 1981. 

5. 4% Madhya Pradesh State 5i% Madhya Pradesh State 

Development Loan, 1969. Development Loan, 1981. 

6. 4% Maharashtra State Dc- 5}% Maharashtra State De- 

velopment Loan, 1969. vclopment Loan, 1981. 

7* 41% Bombay State Develop- 5f % Maharashtra State De¬ 
ment Loan, 1969. velopment Loan, 198L 

8. 4% Mysore State Develop- 5} % Mysore State Develop¬ 
ment Loan, 1969. ment Loan, 198 L 


Name of the loan tendered for Name of the new loan 
conversion issuable 

9.41% Mysore State Develop- 5j% Mysore State Develop¬ 
ment Loan, 1969. ment Loan, 1981. 

10. 4% Orissa Government 52% Orissa Government Loan. 

Loan, 1969. 1981. 

11. 4% Rajasthan State De- 5J-% Rajasthan State Develop- 

vclopmcnt Loan, 1969. ment Loan. 1981. 

12. 4% Madras Loan, 1969. 52% Tamil Nadu Loan, 1981. 

13. 4% Uttar Presdesh Slate 5|% Uttar Pradesh State De- 

Devclopmcnt Loan, velopment Loan, 19^1. 

1969. 

14. 4% West Bengal Loan, 1969 52% West Bengal Loan, 1981. 

Interest on above securities accepted for conversion except 
securities of 41 % Bombay State Development Loan, 1969 and 
4i % Mysore State Development Loan, 1969 will be paid at the 
rate of 4% per annum upto and inclusive of 28th August 1969 and 
at the rate of 52 % per annum from 29th August 1969 to 31st 
August 1969 inclusive, at the time of issue of the new securities. 
Interest on the securities of 41 % Bombay State Development 
Loan, 1969 and 41 % Mysore State Development Loan, 1969 will 
be paid at the rate of 41 % per annum upto and inclusive of 
31st August 1969 at the lime of issue of the new securities. 

Applications for all the loans will be received at the offices of the 
Reserve Bank of India at Bangalore, Bombay (Fort and Byculla), 
Calcutta, Hyderabad, Kanpur, Madras, Nagpur, New Delhi and 
Patna and the branch of State Bank of Bikaner and Jaipur at 
Jaipur. 

Applications will also be received at other places within the 
respective Stales as follow'S : 

(i) Branches of the Subsidiary Banks of the State Bank of 
India conducting Government treasury work, 

(ii) Branches of the State Bank of India at places where there 
is no branch of its Subsidiary Banks conducting Government 
treasury work, and 

(hi) Treasuries and Sub-treasuries (except in the States of 
Assam, Rajasthan and West Bengal) at places not served by the 
aforesaid branches. 

Applications for Punjab and Haryana State Government loans 
will also be received at the State Bank of India, Chandigarh. 

Copies of the Notifications and Application Forms may be 
obtained from any of the Receiving Offices. 

Applicants tendering applications at the offices of the Reserve 
Bank of India at Bangalore, Bombay (Fort and Byculla^ Calcutta, 
Hyderabad, Kanpur, Madras, Nagpur, New Delhi and Patna 
will, in the event of oversubscription to the loan applied for, be 
given the option of transferring their cash refunds to any of the 
other State Government loans which may still be open for subs¬ 
cription. To avail themselves of this facility, the applicants should 
complete the '^Special Option Form'V copies of which can be ob» 
tainedat any of the offices of the Reserver of India mentioned 

above and tender the form along with lb(^ applications. 



A«|iai« IVIES’ 

RECORDS AND STATISTICS 


32t 


BAflBRNfiOONOipir 


Government Companies at 
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Work 


A Study of the government companies at work in India as on 
March 31, 1968^ has been published in the Company News and 
NoteSy a fortnightly journal of the Department of Company 
Affairs, Ministry of Industrial Development, -Internal Trade and 
Company Affairs. The findings of the study are reproduced 
below : 

Government company is defined as any company in which not 
less than 51 per cent of the paid-up capital is held by central 
government, or by any state government or governments or partly 
by central government and partly by state governments and 
includes company which is a subsidiary as thus defined. In the 
case of newly registered companies the intention that the govern¬ 
ment will subscribe towards the paid-up capital up to the extent 
required by section 617 of the Companies Act. 1956, has been 
taken as the basis for classifying them as government companies. 

There were 241 government companies at work in India as on 
March 31, 1968, with an aggregate paid-up capital of Rs 1559.3 
crores as compared to 232 such companies having an aggregate 
paid-up capital of Rs 1,391.5 crores as on March 31, 1967. Of the 
241 companies, 169 are private limited companies and 72 are 
public limited companies. The paid-up capital of the private 
limited companies aggregated Rs 1,460.2 crores and that of public 
limited companies Rs 99.1 crores. As on March 31, 1968 there 
were 27,338 companies at work in the country with an aggregate 
paid-up capital of Rs 3,445.4 crores. Out of these the govern¬ 
ment companies numbering 241 had a paid-up capital of Rs 1559.3 
crores and thus formed 45,2 per cent of the total paid-up capital of 
the corporate sector. Tabic I shows the names of government 
companies registered in 1967-68. 

During 1967-68 only nine government companies were register¬ 
ed as against 18 registered during the previous year. Of the above 
mentioned companies, three were promoted by the central 
government and the remaining by state governments concerned. 
The biggest company floated during the year was Hindustan Cop¬ 


per Ltd with an authorised capital of Rs 50 crores. This company 
was formed to take over from the National Mineral Develop¬ 
ment Corporation Ltd, an existing government company, all 
the plants, etc. pertaining to the exploitation, exploration, mining, 
and the like of Copper and Copper ore in Khetri, Rajasthan. 
The second big company was Uranium Corporation of India Ltd, 
registered with an authorised capital of Rs 15 crores to take over the 
Jaduguda Mines Project, owned by the Government of India. 
Out of the companies floated by state governments, three com¬ 
panies were registered as State Agro Industries Corporations. 

In addition to nine companies registered during the year, the 
following three companies became government companies during > 
the year. They arc : 

1. Goa Shipyard Ltd; 2. Indian Motion Pictures Export 
Corporation Ltd; and 3. Transformers and Electricals Kerala Ltd. 

The first two companies became government companies by 
virtue of their becoming subsidiary companies of Mazagaon Dock 
Ltd and State Trading Corporation of India Ltd respectively. 
The Goa Shipyard Ltd was previously registered at Goa as 
*Estaleirs Navis de Goa Linitada’ under the Portuguese Code in 
1957. This company was rc-incorporated under the Indian Com¬ 
panies Act, 1956, as Goa Shipyard Ltd. on September 29, 1967. 

As against the above, the following throe companies went out of 
the list of government companies. They are : (/) Gujarat State 
Fertilizers Ltd; (it) Janjira Bank Ltd; and (///) Mysore Fruit Pro¬ 
ducts Ltd. 

The companies (/) and (Hi) above ceased to be government 
companies with effect from August 31, 1967 and April 1, 1967, 
respectively and the company (//) viz. Janjira Bank Ltd went into 
liquidation with effect from May 15, 1967. 

Table II shows the growth of government companies from the 
enforcement of Companies Act to 1967-68. It would be seen from 


Table I 

NEW GOVERNMENT COMPANIES REGISTERED DURING 1967-68 

(Authorised capital in Rs lakhs) 


Name of company 

Date of registration 

Statc/Union territory of 
registration 

Authorised 

capital 

Electronics Corpn. of India Ltd 

April 11, 1967 

Andhra Pradesh 

10.00 

Canara Fertilizers Chemicals Ltd 

June 6, 1967 

Mysore 

4,00 

Haryana State Small Industries & Export Corpn Ltd. 

July 19, 1967 

Chandigarh 

50 

Mysore State Agro-Industries Corpn. Ltd. 

September 1, 1967 

Mysore 

2,00 

Uranium Corpn. of India Ltd. 

October 4. 1967 

Bihur 

15,00 

Hindustan Copper Ltd. 

November 9, 1967 

Rajasthan 

50.00 

Andhm Pradesh State Agro-Industries Corp. Ltd. 

March 5, 1968 

Andhra Pradesh 

2,00 

Assam Hills Small Industries Development Corporation Ltd 

March 30, 1968 

Assam 

50 

Kerala Agro Industries Corpn Ltd. 

March 22. 1968 

Kerala 

2,00 


Note ;-*Sincc at the time of registration companies do not have any paid-up capital, the intention of the government to subscribe 
towards the paid-up capital has been taken into account to classify the company as a government company. 
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table that while in the year 1955-56 there were only 61 government 
companies with an aggregate paid-up capital of Rs 66 crores* in 
1967-68 there were as many as 241 such companies having an aggre¬ 
gate paid-up capital of Rs 1,559.3 crores. Thus the paid-up capi¬ 
tal has increased during the last 12 years by more than 23 times. 

During the period under study, eight government companies 
increased their paid-up capital by over Rs 5 crores, alt of these 
being companies floated by the central government. Table III 
shows the paid-up capital increased by these eight companies 
during 1967-68. It would be seen fiom the tabic that the biggest 
increase in the paid-up capital was lecorded by the Bokaro Steel 
Ltd. This company increased its paid-up capital by Rs 38.6 
crores. This was followed by Hindustan Steel Ltd which increased 
its capital by Rs 24.0 crores. The third and fourth places were 
taken by companies engaged in the production of fertilizers. 

Although in government companies, government is the princi¬ 
pal shareholder, private intersts are also involved. These private 
interests include also the foreign collaborators who have share 

Table II 

GROWTH OF GOVERNMENT COMPANIES AT WORK 


Year Nuniber Paid-up 

of capital 

companies (Rs crores) 


1955-56 

61 

66.0 

1956-57 

74 

72.0 

1957-58 

91 

256.8 

1958-59 

104 

428.9 

1959-60 

125 

477.2 

1960-61 

142 

547.0 

J961-62 

154 

629.7 

1962-63 

160 

786.0 

1963-64 

176 

960.8 

1964-65 

183 

1J14.9 

1965-66 

212 

1241.3 

1966-67 

232 

1391.5 

1967-68 

241 

1559.3 




‘Wc^havc 
schemes for 

both 

Large and 

SmalliScale 

Industries 



Take your scheme for Industrial Development to the 
Branch Manager of any Branch of Bank of Maharaahtra, 
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goveminent companies. Table IV shows the 
pattern of shaieholdings in government companies. 

The central government which has 89 companies out of 241 
companies holds shares of the value of Rs 1414.8 crores, out of 
the total paid-up capital of Rs 1559.3 crores. The balance of 
Rs 144.5 crores is held to the extent of Rs 120.7 crores by the 
state governments and Rs 23.8 crores by private bodies and indi¬ 
viduals including foreign parties. Out of the investment of Rs 
120.7 crores by state governments Rs 18.3 crores has been 
invested in companies having joint participation by the central 
government and Rs 102.4 crores in state government companies. 

Break of Paid-up Capital 

Table V shows the break up of the paid-up capital held by 
various state governments in government companies. Out of 
Rs 120.7 crores invested by all state governments, the government 
of West Bengal with a paid-up capital holding of Rs 20 crores tops 


Table III 

GOVERNMENT COMPANIES WHOSE PAID-UP CAPITAL 
INCREASED BY Rs FIVE CRORES AND ABOVE 
IN 1967-68 

(Rs. lakhs) 


Name of the Company 

Paid-up 
capital as 

on 

March 31, 
1967 

Paid-up 
capital as 

on 

March 31, 
1968 

Increase 

Bokaro Steel Ltd 

33,65.75 

72,29.00 

38,63.25 

Hindustan Steel Ltd 

528,00.00 

552,00.00 

24,00.00 

Madras Fertilizers Ltd 


13,64.68 

13,64.68 

Fertilizer Corpn. of India 

Ltd 

51,44,. 14 

64,60.14 

13,16.00 

National Coal Development 
Corporation Ltd 

73,03.44 

84,82.29 

11,78.85 

National Mineral Develop¬ 
ment Corporation Ltd 

15,00.00 

24,06.03 

9,06.03 

Bharat Heavy Electricals 

Ltd 

58,61.18 

64,69.12 

4,08.00 

Uranium Corporation of 
India Ltd 

•• 

5,21.50 

5,21.50 
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the Iht and is followed closely by WfMS^^vernments^ of Orissa 
with Rs 19 crores and Kerala with Rs 18 crores. Fourth and fifth 
places have been taken by the state governments of Mysore and 
Andhra Pradesh with an investment of Rs 12 crores and Rs 10 
crores respectively. Table V also shows the percentage invest¬ 
ment by each state government to the total investment by state 
governments. 


Table VI furnishes the information regarding state-wise distri¬ 
bution of government companies on the basis of situation of their 
registered offices. It would be seen that the largest number 
of government companies is in Orissa, with 43 government 
companies registered as on March 31, 1968. Delhi comes next 
with 31 government companies, w'hilc third and fourth places arc 
taken by the states of Kerala and Mysore w'ith 24 and 23 companies 
respectively. On the basis of paid-up capital Bihar, which has 
only 10 government companies with an aggregate paid-up capital 
of Rs 753 crores, tops the list. This is mainly due to the location 
of the registered office of the Hindustan Steel Ltd which has a 
paid-up capital of Rs 552 crores at Ranchi. The second impor¬ 
tant is Delhi where the paid-up capital of government companies 
registered is of the order Rs 280 crores. It may, however, be 
pointed out that for administrative convenience many companies 
are having their registered offices in Delhi although their 
factories/units arc located outside Delhi. 


Table VIl and Vllf show the distribution of government com¬ 
panies according to main industrial groups. It would be seen from 
Table VII that the industrial group—processing and manufac¬ 
ture of metals and chemicals which accounts for 90 companies with 
an aggregate paid-up capital of Rs 1,116 crores is the most impor¬ 
tant industrial group in which government companies are func¬ 
tioning in the country. The second group is mining and quarrying 
w here about Rs 220 crores have been invested. 

As regards the important specific industries in which the 
government companies arc functioning it will be seen from Table 
VIII that iron and steel industry account for the largest investment, 


SUBSCRIBE TODAY 

cjHaw l^cporler 

A Monthly Journal of 
Commercial, Banking & Company 
Law. 

Subscription Rs. 15f- only per year 
For Details Write 
Business Manager^ 
Mercantile Law Reporter 
e 157-E, Kamla Nagar, Delhi-7. 
Phone : 222134 


WBCNAII 





324 


EASTERN ECONOMIST 


Anipist 15i 196^. 

vrz. Rs 640 crores (mainly due to Hindustan Steel Ltd) and is panies falling in machtnefy (other than transport and electrical) 

followed by coal mining having a paid-up capital of Rs 170 crores. and electrical machinery apparatus, Industries with a paid-up 

The third and fourth places have been taken by the group of com- capital of Rs 162 crores and Rs 140 crores respectively. 

Table IV 

HOLDINGS IN GOVERNMENT COMPANIES 
(As on March 31, 1968) 


Paid up capital (Rs lakhs) 


Paity holding paid-up capital 

No.of 

companies 

Centre 

States 

Others 

Total 

Central government only 

59 (a) 

12,98,03.58 


20.18 

12,98,23.76 

Central and state government only 

15(b) 

78,37.03 

8,70.70 

.. 

87,07.73 

C'cntral government and private interests 

8 

20,14.51 

.. 

11,68.13 

31,82.64 

Central government, state governments and private interests 

7 

18,22.83 

9,59.95 

6,42.95 

34,15.73 

Stale governments 

80 (c) 

.. 

90,72.57 

.. 

90,72.57 

State governments and private interests 

72 (d) 


11,68.17 

5,49.12 

17,17.29 

Total 

241 

14,14,77.95 

120,71.39 

23,80.38 

1559,29.72 


(a) Include three subsidiary companies of central government companies. 

(b) include one subsidiary company in which the paid-up capital is held by fully/owncd central government company and the 

Government of Rajasthan. 

(c) Include five wholly owned subsidiary companies of state government companies. 

(d) Include three subsidiary companies of companies where the paid-up capital is held by the state government and private inlcrcsts. 

Table V 

STATE-WISE DISTRIBUTION OF GOVERNMENT COMPANIES 
(As on March 31, 1968) 


State 

No. of 
companies 

Centre 

Paid-up capital 

Slate 

(Rs lakhs) 

Others 

PerceiUage 
to total 
paid-up 
Total capital 

Andhra Pradesh 

9 

5,22.64 

10,00.24 

76.74 

15,99.62 

1.0 

Assam 

12 


5,81 .67 

12.26 

5,93.93 

0.4 

Bihar 

10 

748,07.53 

5,07.30 

.. 

753,14.83 

48.3 

Gujarat 

3 

.. 

1,21.90 

0.84 

1,22.74 

0.1 

Haryana 

.. 

.. 




.. 

Kerala 

24 

7,69.82 

18,15.77 

5,93.03 

31,78.62 

2.0 

Madhya Pradesh 

6 

52,55.00 

4,77.58 

69.80 

58,02.38 

3.7 

Tamil Nadu 

10 

102,90.74 

8,07.11 

11,11.33 

122,09,18 

7.8 

Maharashtra 

19 

108,13.36 

5,68.57 

1,64.42 

115,46.35 

7.4 

Mysore 

23 

69,55.87 

11,93.42 

1,75.07 

83,24.36 

5.3 

Orissa 

43 

.. 

19,44.43 

28.96 

19,73.39 

1.3 

Punjab 


.. 


.. 

., 

.. 

Rajasthan 

9 

11,55.85 

1,11.25 

7.21 

12,74,31 

0.8 

Uttar Pradesh 

8 

1,00.00 

5,30.14 

5.85 

6,35.99 

0.4 

West Bengal 

15 

29,13.13 

19,93.60 


49,06.73 

3.1 

Chandigarh 

12 

40.00 

2,79.44 

0.75 

3,20.19 

0.2 

Delhi 

31 

277,55.10 

1,12.03 

1,15.26 

279.82.39 

18.0 

Goa 

1 

44.94 


15.13 

60.07 


Himachal Pradesh 

3 

40.00 

9.26 

,. 

49.26 

0.2 

Manipur 

1 

13.97 

.. 

O.ll 

14.08 


Pondicherry 

.. 

m m 


.. 

.. 


Tripura 

1 

. • 

9.99 

.. 

9.99 


.lammii & Kashmir 

1 

-■ 

7.69 

3.62 

11.31 


Total 

241 

14,14,77.95 

120,71.39 

23,80.38 

15,59,29.72 

100.0 

*On the basis of situation of registered otlice. 

‘: 


' 








AJttguatt IS. I«9 lASTfiRN EObNOklST 325 


Ta»lb VI , 

AMOUNT INVESTED BY STATE GOVERNMENTS IN GOVERNMENT COMPANIES 

(As on March 31.1968) 


Name of state 

Amount invested (Rs lakhs) 

Jn companies In companies In companies 
with central where paid- where paid- 
government up capital is up capital is 

participation fully held by jointly held by 
state govts. state govts, and 
private interests 

Percentage share 
of each state 
Total to the total 

investment 
in paid- 
up capital 

Andhra Pradesh 

4,17.00 

5,05.12 

1,19.16 

10,41.28 

8.6 

Assain 

12.50 

5,00.39 

81.28 

5,94.17 

4.9 

Bihar 

1,86.54 

3,30.76 


5,17.30 

4.3 

Gujarat 

21.01 

1,14.00 

9.40 

1,44.4! 

1.2 

Haryana 

42,61 

56.25 


98.86 

,0.8 

Kerala 

2,72.51 

11,46.93 

3,61.62 

17,81.06 

14.8 

Madhya Pradesh 

2,16.35 

3,07.86 

49.97 

5,74.18 

4.8 

Tamil Nadu 

55.71 

6,00.00 

1,78.28 

8,33.99 

6.9 

Maharashtra 

1,76.63 

2,90.00 

6.60 

4,73.23 

3.9 

Mysore 

1,36.80 

8,56.38 

1,82.06 

11,75.24 

9.6 

Orissa 

.. 

18,47.73 

96.70 

19,44.43 

16.1 

Punjab 

42.48 

1,35.12 

12.20 

1,89.80 

1.6 

Rajasthan 

50.00 

40.00 

36.25 

1,26.25 

1.1 

Uttar Pradesh 

1,67.00 

3,53.18 

26.96 

5,43.14 

4.5 

West Bengal 

27.51 

19,69.60 


19,97.11 

16.6 

Delhi 

,, 

, , 




Goa 

,. 





Himachal Pradesh 


9.26 


9.26 • 


Manipur 

., 





Pondicherry 


.. 



0.3 

Tripura 


9.99 


9.99 

1 

Jammu & Kashmir 

10.00 

•• 

7.69 

17.69 , 

1 

Total 

18,30.65 

90,72.57 

11,68.17 

120,71.38 

100.0 


Table VII 

DISTRIBUTION OF GOVERNMENT COMPANIES* 
AT WORK 

(According to Main Industrial Croups) 


Industrial Group 

No. of Paid-up 

companies capital 
(Rs. lakhs) 

Agriculture & allied activities 

14 

12,26.21 

Mining and Quarrying 

19 

219.64.82 

Processing and manufacture; foodstulTs, 
textiles, weather and products thereof 

24 

12,26.22 

Processing &, manufacture ; Metals & 

& Chemicals and products thereof 

90 

1115.81.72 

Processing and manufacture not 
elsewhere classified 

33 

129,76.80 

Construction and utilities 

7 

7,08.53 

Commerce (Trade and finance) 

39 

30.84.93 

Transport, communications and storage 

6 

27,86.26 

Community and business services 

3 

87.24 

Personal and other services 

6 

2,86.99 

Total 

241 

1559,29.72 


*A8 oa March 31,1968. 


Table VIII 

INDUSTRIAL PATTERN OF GOVERNMENT 
COMPANIES AT WORK 
(As on March 31, 1968) 


No. of Paid-up 
companies Capital 
(Rs lakhs) 


Agriculture (excluding plantation industries) 

6 

5.61.49 

Coal mining 

3 

170.40.69 

Metal mining 

14 

49,09.96 

Textiles : spinning, weaving and finishing 
(including bleaching, dyeing and printing) 

6 

3,83.56 

Iron and steel (Basic manufacture) 

11 

640,00.10 

Transport equipment (Repairs, assembly, 
manufacture etc) 

5 

49,25.62 

Kiectrical machinery, apparatus, appliances etc 

17 

140,34.16 

Machinery (other than transport and elec¬ 
tricals including engineering workshops) 

26 

162,43.74 

Chemical fertilizers (including manure mixture) 

6 

87.74.50 

Products of jxitrolcum (Refineries) 

4 

91.64.16 

Paper and paper products 

3 

4,99.32 

Construction and utilities 

6 

6,43.53 

Wholesale trade in commodities 

8 

6.24.16 

Banking, loan companies and other finan¬ 
cial institutions 

24 

22,19.75 

Transport by road and water 

6 

27,86.26 

Community services not elsewhere classified 

3 

87.24 

Hotel, restaurants etc 

5 

2,62.53 

Other industries 

88 

87,68.95 


24r^ 

1559,29Tto 
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Amalgamation of Companies in 1967-68 and 1968-69 


THE Research and Statistics Division of the Department of Com¬ 
pany Affairs, Ministry of fndustrial Development, Internal Trade 
and Company Affairs has made a study of the “Trends in Amalga¬ 
mations of Joint-Stock Companies in India during 1967-68 and 
1968‘69'’ in its latest fortnightly bulletin. Company News and 
Notes, 

Tablk I 

NUMBER OF COMPANIES AMALGAMATED : 1967-68 


State/Union Territory 


West Bengal 
Maharashtra 
Gujarat 
Delhi 

Uttar Pradesh 
Tamil Nadu 
Kerala 


1967-68 

No. of companies 
amalgamated 


Twentyfour companies, according to the report, wore amal¬ 
gamated in India during 1968-69. The corresponding figure for the 
pievious year, 1967-68, was 25 companies. The state of Maha¬ 
rashtra accounted for the highest number of amalgamations 
during 1968-69 with 11 cases, followed by the state of West 
Bengal with nine. In 1967-68, the maximum ^’number of amal¬ 
gamation w'as from the state of West Bengal with 13 companies. 
Tables I and II below give data statowisc of the amalgamations 
that have taken place during the years 1967-68 and 1968-69. 

Table ii 

NUMBER OF COMPANIES AMALGAMATED : 1968-69 

1968-69 

State No. of companies 

amalgamated 

Maharashtra 11 

West Bengal 9 

Gujarat 1 

Rajasthan 1 

Tamil Nadu 1 

Uttar Pradesh I 


Total 


COMPANIES AMALGAMATED DURING 1967-68 


SI. 

No. 

Name of Company 

Amalgamated with 

State 

Month 

1. 

Ajanta Wears Pvt. Ltd. 

The New Indian Textile Products Pvt Ltd. 

Gujarat 

May, 1967 

2. 

Alembic Distributors Ltd. 

Alembic Chemical Works Co. Ltd. 

Gujarat 

May. 1967 

3. 

Ranbaxy Co. Pvt. Ltd. 

Ranbaxy Laboratories Ltd. 

Delhi 

June, 1967 

4. 

Nagaisurec Tea Co. Ltd. 

Killco Tea Co. Ltd. 

West Bengal 

July, 1967 

5. 

Indian Patent Store Co. Ltd 

Bird & Co. Pvt. Ltd 

West Bengal 

July, 1967 

6. 

Steel Balling Co. Ltd 

Bird Sc Co. Pvt, Ltd 

West Bengal 

July, 1967 

7. 

Bengal Distilleries Co. Ltd. 

Shaw Wallace & Co. Ltd 

West Bengal 

July, 1967 

8. 

R^kumar Indian Ltd 

Electrolytic Tin Plates Pvt. Ltd 

Maharashtra 

July, 1967 

9. 

Motilal Padampat Steels Pvt .Ltd 

Motilal Padampat Sugar Mills Pvt. Ltd 

Uttar Pradesh 

August, 1967 

10. 

Rawanwara Collieries Ltd 

Oriental Coal Co. Ltd 

West Bengal 

August, 1967 

11. 

Confinance Ltd 

United Holding Pvt. Ltd 

Maharashtra 

September, 1967 

12. 

W. A. Bcardsell & Co. Pvt. Ltd 

Mettur Industries Ltd 

Madras 

December 1967 

13. 

Waldics Zinc Pigments Ltd ^ 

Waldics Industries Ltd > 


West Bengal 

December, 1967 

14. 

D. Waldic Sc Co. (Lead Oxide) Ltd 

West Bengal 

December, 1967 

15. 

Bangalore While Lead Syndicate Ltd ; 


West Bengal 

December, 1967 

16. 

Mafatlal Chandulal & Co. Ltd 

M. G. Investment Corpn. Ltd Bombay 

Giyarat 

January, 1968 

17, 

Merchants Combine Ltd 

Kurics Sc Trades Ltd 

Kerala 

March, 1968 

18. 

NowTosjee Wadia Ginning & Pressing Co. Ltd. 

Bombay Dyeing Sc Manufacturing Co. Ltd 

Maharashtra 

March, 1968 

19. 

Orion Engineering Works Pvt. Ltd 

Candy Filters (India) Pvt. Ltd 

Maharashtra 

Match. 1968 

20. 

East Asiatic Machinery Sl Industrial Engineering 
Co. Ltd 

Turner Hoaro Co. Ltd 

Maharashtra 

M^ich, 1968 

21. 

Rajasthan Commercial Co. Ltd 

G. Das Sc Co. Pvt. Ltd 

West Bengal 

March, 1968 

22. 

Jayshree Land Development Ltd 

Padmavati Rs^ Cotton Mills Ltd 

West Bengal 

March, 1968 

23. 

Kilburn Sc Co. Ltd 

MacneiJl Sc Barry Ltd 

West Bengal 

March, 1968 

24. 

Kilbum Properties Ltd 

Macneill and Barry Ltd 

West Bengal 

March, 1968 

25. 

Majerhar Properties Ltd 

Macneitl and Barry Ltd 

West Bengal 

Match, 1968 





At«ttSt 15, 1969 ECO];J0M1ST 

COMPANIES A.MALCAMATED DURING 1968-69 


ni 


1 2 

1. Amul Spanners Ltd 

2. Cotton Agents {Rajasthan) Ltd 

3. Sibsagar Tea Estate Ltd 

4. Punjab Commercial Pvt. Ltd 

5. Pioneer Planning Ltd 

6. Linguaphone Institute (India) Pvt. Ltd 

7. Steam & Mining Equipment (India) Pvt. Ltd 

8. Jubli Investment Co. Pvt. Ltd 

9. Mahindra Engg. Co. Ltd 

10. British Drug Houses India Pvt. Ltd 

11. Gordon WoodrofTc Leather Manufacturing Co. 
Ltd 

12. Volkart (India) Ltd 

13. Mukesh Textile Mills Pvt. Ltd 

14. Ceramics & Electrical Industries Pvt Ltd 

15. Associated Hotels of India Ltd 

16. D. Walditt & Co. Ltd 

17. Ormal Products India Ltd 

18. National Steamship Co. Ltd 

19. New Dholera Steamship Ltd 

20. J. K. (Bhopal) Pvt. Ltd 

21. Sassoon Spinning & Weaving Co. Ltd 

22. Gagaibhai Jute Mills Pvt. Ltd 

23. D. & P. Products Pvt. Ltd 

24. Hind Auto Industries Ltd. 


3 

4 

5 

Anil Starch Products Ltd 

Gujarat 

April, 1968 

Shree Vijaya Laxmi Trading Co. Ltd 

Rajasthan 

May, 1968 

Oriental Investment Pvt. Ltd 

West Bengal 

Aprik 1968 

Oriental Investnvsnt Pvt Ltd 

West Bengal 

April, 1968 

Oriental Investment Pvi. Ltd 

West Bengal 

April 1968 

British Institute of Engineering Technology 
(India) Pvt. Ltd 

Maharashtra 

May, 1968 

AndrevN Yule & Co. Ltd 

West Bengal 

June, 1968 

Wood Crafts Products Ltd 

West Bengal 

July, 1968 

Mahindra & Mahindra Ltd 

Maharashtra 

August, 1968 

Glaxo Laboratories India Ltd 

Maharashtra 

August, 1968 

Gordon WoodrofTc & Co. (Madras) Pvl l td 

Tamil Nadu 

August, 1968 

Patel Volkart Pvt Ltd. 

Maharashtra 

September, 1968 

Tiingbhadra Sugar Works Pvt. Ltd 

Maharashtra 

September, 1968 

Lotus Pvt. Ltd 

Maharashtra 

September, 1968 

East India Motels Ltd 

West Bengal 

August, 1968 

Ciillandor Arbuthnor & Co. Ltd 

West Bengal 

August, 1968 


West Bengal 

August 1968 

Malbar Steamship Co. Ltd 

Maharashtra 

Novoinhcr, 1968 

Malbar Steamship Co Ltd. 

Maharashtra 

November, 1968 

JuggiJal Kainlapag Udyog Pvt. Ltd 

West Bengal 

December, 1968 

Mafatlal Fine Spg. & Mfg. Co. Ltd 

Maharashtra 

January, 1969 

Mafatlal Gagaibhai & Co. Pvt. Ltd 

Maharashtra 

February, 1969 

Herbertsons Ltd 

Maharashtra 

February, 1969 

Automobile Products of India Ltd, Bombay 

Uttar Pradesh 

March, 1969 



Our fleet of seventeen modern freighters offers fast, 
regular and dependable service between 

INDIAN. K. A THE CONTINENT • INOIA/EAST PAKISTAN-SOUTH AMERICA 
INDIA-BLACK SEA A EASTERN MEDITERRANEAN PORTS 
INDIA—POLAND Also around the INDIAN COAST 

INDIA STEAMSHIP CO.» LTD. 

. "MOM STEANSHIP HOUSE**. 21. OLD COURT HOUSE STREET. CALCUHA-I 
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Wholesale Prices 
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THt wholesale prices as measured by the official index 
(vvilh the year ended March, 1953^-100) advanced by 4.3 per cent 
to 223.1 during June 1969 as compared to 213.9 for the preceding 
month. (The index for June 1969 was higher by 8.4 per cent 
when compared to 205.9 tor June 1968). The rise in the overall 
index was contributed by all the groups except liquor and tobacco’ 
which stood almost at the same level. The indices of ‘food 
articles’ rose by 6.0 per cent to 239.5; ‘fuel, power, light and 
lubricants’ by 0.4 per cent to 198.9, ‘industrial raw materials’ 
by 5.0 per cent to 260.4 and *manufactures’ by 0.8 per cent 
to 176.8 when compared to May 1969. 

Food articles 

The sub-group index for ‘cereals' and ‘pulses’ advanced by 4.9 


per cent to 206.7 and J1.2 per cent to 212.9 respectively during 
the month under review due to a rise in the prices of all the cereals 
and pulses, with the result that the index for ‘foodgrains* moved 
up by 6.0 per cent to 207.8. The prices of *fruits and vegetables* 
depicted a rise in June and the index for this sub-group registered 
an increase of 5.2 per cent over the previous month. The indices 
for ‘milk and ghee* and ‘edible oils* rose by 3.6 and 9.8 per cent 
respectively owing to a rise in the prices of all the items covered 
by the two sub-groups. Higher prices of fish and meat pushed 
up the index for ‘fish, eggs and meat* by 5.7 per cent to 229.8. 
The price of eggs, however, declined during the month. The 
prices of gur, which witnessed a decreasing trend during the last 
few months, recorded a rise in June 1969 while sugar remained 
stationary and the index for ‘sugar and gur* sub-group advanced 


INDEX NUMBERS OF WHOLESALE PRICES BY GROUPS AND SUB-GROLPS OF COMMODITIES 

(Base : 1952-53-100) 


Increase (+) or 
decrease (- ) in June 
t969 as compared with 


Group and sub-group 

Food articles 

(a) Foc'idgrains 
Cereals 
Pulses 

(b) Fruits and vegetables 
<c) Milk and ghee 

(d) Edible oils 

(c) Fish, eggs and meat 

(f) Sugar & gur 

(g) Others 
Liquor and tobacco 

Tobacco 

Fuel, |»ower, light and lubricants 
Industrial raw materials 

Fibres 

Oilseeds 

Minerals 

Others 

Manufactures 
Intermediate products 
Finished products 

Textiles 

Colton manufactures 
Jute manufactures 
Woollen manufactures 
Silk and rayon manufactures 
Metal products 
Chemicals 
Oilcakes 

Machinery and transport equipment 
Others 

All commodities 


June 1969 


239.5 

207.8 

206.7 

212.9 

244.1 

257.1 

311.3 

229.8 

219.2 

311.4 

227.8 

223.4 

198.9 

260.4 

239.4 

317.6 

146.3 

200.2 

176.8 

221.5 

169.5 

166.4 
J59.9 

185.6 

203.5 

151.1 
223.0 

165.1 

283.8 

158.7 

141.1 

223.1 


May 1969 


225.9 

196.1 

197.1 

191.5 

232.1 

248.2 

283.6 

217.4 
211.1 

287.6 

227.9 

223.5 
198.1 
248.0 

241.3 

284.5 

147.6 

198.8 

175.4 

215.9 

168.7 

166.9 
159.0 

186.9 

203.6 

152.9 
223.0 

164.9 

259.3 

158.6 

140.3 

213.9 


June 1968 


234.5 

203.8 

205.7 

195.2 

247.9 

232.7 

212.5 
229.0 

397.7 

241.6 

172.1 

164.3 

190.1 

199.2 

199.4 

212.8 

139.9 

177.5 

163.7 

194.7 

158.7 

154.7 
158.4 

141.3 

193.8 

155.6 
214.2 

151.1 

243.6 

156.1 

136.8 

205.9 


May 1969 


'h6.0 
+6,0 
+4.9 
+ 11.2 
+ 5.2 
+3.6 
+9.8 
+5.7 
+3.8 
+8.3 
Ncg. 
Neg. 
+0.4 
+5.0 
- 0.8 
+ 11.6 
—0.9 
+ 0.7 
! 0.8 
+ 2.6 
+0.5 

Nil 

0.7 

Nil 

1.2 

Nil. 

+0.1 

+9.4 

+ 0.1 

+0.6 

+4.3 


June 1969 


+ 2.1 
+2.0 
+0.5 
+9.1 
—1.5 
+ 10.5 
+46.5 
+0.3 
—44.9 
+28.4 
+32.4 
+36.0 
+4.6 
+30.7 
+20.1 
+49.2 
+4.6 
+ 12.8 
+8.0 
+ 13.8 
+6.8 
+7.6 
+0.9 
+ 31.4 
+5.0 
—2.9 
+4.1 
+9.3 
+ 16.5 
+ 1.7 
+3.1 
+8.4 


Source : Economic Adviser ^ Odvemmont of India. 
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by 3.8 per cent to 219.2. The prices of ^othcr fciod articles^ such 
as chillies, turmeric, cardamoms, betelnuts and salt rose sig- 
nifkantly while coffee recorded a fractional fall; a result the 
index for this sub-group advanced by 8.3 per cent to 311.4. 

Liquor and tobacco 

The index for this group stood at 227.8 as against 227.9 foi 
the earlier month. The prices of liquor declined while tobacco 
remained almost unchanged. 

Fuel, power, light and lubricants 

The index for this group moved up by 0.4 per cent to 198.9 
due to higher prices of electricity and castor oil. 

Industrial raw materials 

Lower prices of jute raw, hemp raw\ wool raw and silk raw 
brought down the index for ‘fibres’ sub-group by 0.8 per cent 
to 239.4; fractional rise in the price of cotton raw was, however, 
noted. In June, 1969 the prices of all the oil seeds including 
copra rose significantly and the index for this sub-group advanced 
by 11.6 per cent to 317.6. The sub-group index for ‘minerals’ 
receded by 0.9 per cent to 146.3. Among the ‘other industrial 
raw materials’ the prices of hides raw, skins raw and tanning 
materials rose while rubber, lac and bamboos declined, with the 
result that the index for this sub-group advanced by 0.7 per cent 
to 200.2, as compared to 198.8 for the previous month. 


Intennedfaite products 

The index for ‘intermediate products* moved up by 2.6 per cent 
to 221.5 owing to higher prices of linseed oil, cotton yam, alu¬ 
minium, zinc, brass and copper. The prices of rayon yarn and 
coir yam drifted down. 

Finished prodrets 

The sub-group index for ‘textiles* receded by 0.3 per cent to 
166.4 due to lower prices of jute manufactures (0.7 per cent to 
185.6) and silk and rayon manufactures-—(1.2 per cent to 151.1). 
The prices of various cotton manufactures and woollen manu¬ 
factures, however, remained unchanged at their previous months’ 
level of 159.9 and 203.6 respectively. The index for ‘metal 
products* stood stationary at its previous months level of 223.0, 
while that of ‘chemicals’ worked out to 165.1 as against 164.9 
for May 1969. The sub-groups index foi ‘oilcakes’ increased 
by 9.4 per cent to 283.8. The prices of cycles rose slightly while 
those of other items remained unchanged; consequently the index 
for machinery and transport equipment worked out to 158.7 
as against 158.6 for May, 1969, Among the ‘other finished 
products’ the price of shoes (leather) showed a slight rise and the 
index for this sub-group moved up by 0.6 per cent to 141.1. 
On the whole the index for the ‘finished products* rose by 0.5 
per cent to 169.5 as compared to 168.7 for May 1969. 


INDEX NUMBERS OF INDUSTRIAL PRODUCTION 
(Base : 1960—100) 



1968* 


1969* 



1968* 


1969* 


Jan. 

Feb. 

March 


Jan. 

Feb. 

March 

General index 





Synthetic fibres 

230.4 

N.A. 

N.A. 

N.A. 

Seasonally adjusted 

160.9 

171.6 

168.5 

164.7 

Dyestuffs and dyes 

181.1 

213.2 

202.4 

216.5 

Crude 

160.9 

175.7 

165.6 

172.0 

Fertilizers 

448.9 

555.2 

547.5 

581.0 

Minining and quarrying 

142.3 

147.8 

143.0 

143.9 : 

Paints, varnishes and lacquers 

117.1 

110.1 

110,0 

112.4 

Manufacturing 

156.3 

171.8 

162.0 

169.5 1 

Drugs and pharmaceuticals 

154.4 

N.A. 

N.A. 

N.A. 

Food manufacturing 

108.4 

140.6 

135.9 

142.1 1 

Fine chemicals 

169.5 

186.1 

150.4 

M2.I 

Vanaspati 

140.4 

153.2 

139.4 

144.0 

Petroleum refinery products 

260.1 

268.1 

253.7 

309.4 

Tea 

104.9 

16.6 

19.4 

29.0 ; 

Non-mctallic mineral products 

154.8 

170.9 

160.5 

172.1 

Coffee curing 

114.4 

198.6 

230.2 

302.5 

Cement 

152.3 

166.6 

159.0 

178.9 

Cigarette manufacturing 

163.3. 

172.6 

154.5 

150.4 

Basic metal industries 

193.7 

225.0 

204.9 

219.0 

Manufacture of textiles 

112.5 

lll.l 

107.9 

107.7 

lion and steel basic industries 

185.4 

217.8 

197.9 

211.8 

Cotton textiles 

111.7 

N.A. 

N.A. 

N.A 

Non-ferrous basic metal indus- 





Cotton spinning 

124.1 

N.A. 

N.A. 

N.A. 

trios 

238.5 

263.7 

243.1 

257.9 

Weaving of cotton textiles 

96.2 

N.A. 

N.A. 

N.A. 1 

Aluminium manufacturing 

400.5 

438,6 

400.2 

427.2 

Woollen textiles 

144.2 

N.A. 

N.A. 

N.A. ' 

Metal products 

181.2 

199.1 

195.0 

192.7 

Jute textiles 

96.4 

81.9 

69.7 

69.1 

Machinery (except electrical) 

327.0 

375.4 

346.2 

390.8 

Paper and paper products 

185.0 

198.7 

174.5 

175.7 

Industrial machinery 

149.1 

135.4 

127.9 

152.2 

Manufacture of paper 

186.8 

197.8 

175.4 

176.7 

Machine tools 

261.0 

276.2 

286.5 

335.4 

Manufacture of paper board 

187.2 

218.2 

181.2 

N.A. 

Electrical machinery 

277.5 

316.0 

283.7 

320.1 

Rubber products 

202.1 

224.3 

213.7 

220.7 

Transport equipment 

142.9 

147.8 

145.2 

145.8 

Tyres and tubes 

227.6 

264.5 

247.8 

260.1 

Motor vehicles 

149.5 

159.2 

151.0 

171.8 

Chemicals and chemical products 197.4 

221.8 

211.4 

217.1 

Motor cycles and bicycles 

220.1 

245.0 

220.4 

246.7 

Basic industrial chemicals 





Motor cycles and scooters 

395.8 

462.8 

428.3 

518.3 

(including fertilizers) 

265.8 

306.6 

287.0 

297.7 1 

Bicycles and tricyles 

182.7 

198,7 

176.2 

188.^ 

Heavy organic chemicals 

241.8 

289.9 

212.1 

270.9 1 

Electricity 

266.6 

288.7 

262.3 

N.A. 

Heavy inori^anic chemicals 

270,2 

302.7 

289.2 

284.4 ; 






Synttietxc resins and plastics 

169.9 

168.1 

146.1 

138.0 1 

----- 









1 

•Provisional 


Source : 

C S 0. 
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MONEY SUPPLY WITH THE PUBLIC (Rs crorcs) 


Last iTiday 





Money supply 

Total 
currency 
>vith public 

Deposit money with the public 

Total 
variation 
in money 
supply 

Total 

Net demand 
deposits of 
banks 

Other deposits 
with Reserve 
Bank 

1960-61 

• • # 

• ev 


• ft 

2,868.61 

2,098.05 

770.56 

757.10 

13.46 

+199.16 

J 961-62 

• • • 

• • • 

a • « 

e a • 

3,045.82 

2,201.16 

844.66 

827.43 

17.23 

+ 177.21 

1962-63 


a •• 

e a • 


3,309.97 

2,379.47 

930.51 

907.98 

22.53 

+264.15 

1963-64 

* • e 

... 

• •• 

aaa 

3,752.12 

2,605.56 

1,146.56 

1,114.66 

31.90 

+442,15 

1964-65 


a 1 a 


aaa 

4,080.28 

2.769.05 

1,311.23 

1,289.52 

21.70 

+328.16 

1965-66 

• •• 




4,529.39 

3,034.28 

1,495.10 

1,478.38 

16.72 

+449.11 

1966-67 

... 

a.. 

• % ■ 

aaa 

4,949.96 

3,196.80 

1 753.16 

1.711.75 

41.41 

+ 420.57 

1967-68 

... 


• •• 

aaa 

5,350.07 

3,376.08 

1,973.99 

1,917.66 

56.32 

+400 11 

1968-69 

• a • 


• V a 


5.779.52 

3,682.19 

2,097.34 

2,016.46 

80.88 

+429.45 

1968 April 



• •• 

aaa 

5,447.84 

3,484.50 

1,963.34 

1,898.70 

65.34 

+ 97.77 

1968 May 


... 



5,411.35 

3,474.31 

1,937.04 

1,878.55 

58.49 

-- 36.49 

December 



, , 

aaa 

5,388.96 

3,372.24 

2,016.72 

1.935.09 

81.63 

+ 109.19 

1969 January 



a • • 

aaa 

5,500.42 

3,465.58 

2,034.84 

1,959.86 

74.98 

+ 111.46 

„ February 

aa. 


« • a 

aaa 

5,600.53 

3.580.79 

2,019.75 

1,950.36 

69.38 

+ 100.11 

March 

aaa 


• • • 


5,779.52 

3,682.19 

2,097.34 

2,016.46 

80.88 

+ 178.99 

,, April 


aaa 

• •• 

aaa 

5,923.19 

3,768.52 

2,154.67 

2,069.60 

95.07 

+ 143.67 

May 

... 

aa. 

a • • 

... 

5,890.41 

3.787.40 

2,103.01 

2,042.07 

60.94 

— 32.78 


Source : Reserve Bank: of India. 


RESERVE BANK OF INDIA 

(Rs crorcs) 



July 25, 
1969 

A 

week 

ago 

A 

month 

ago 

A 

year 

ago 

Issue ttepartment 





Notes held in banking 





department 

23.59 

24.67 

24.10 

26.90 

Notes in circulation 

3553.16 

3608.81 

3686.43 3199.55 

Total notes issued 

3576.75 

3633.48 

3710.53 3226.44 

Gold coin and bullion 

182.53 

182.53 

182.53 

115.89 

Foreign securities 

200.89 

200.89 

226.42 

206.42 

Rupee coin 

70.57 

67.30 

64.39 

81.08 

Government of India rupee 





securities 

3122.76 

3182.76 

3237.19 2823.05 


Banking department 

Deposits of central govern 


ment 

Deposits of state govern¬ 

51.98 

55.60 

51.85 

62.36 

ments 

13.36 

9.32 

12.27 

7.69 

Deposits of banks 

186.79 

192.65 

214.74 

142.8S 

Other dcp6sits 

295.57 

297.96 

230.97 

386.06 

Other liabilities 

486.00 

479.81 

572.72 

369.27 

Total liabilities/assets 

1033.70 

1035.33 

1082.56 

968.23 

Notes and coins 

23.66 

24.73 

24.17 

26.98 

Balances held abroad 

Loans and advances to 

161.16 

152.98 

129.20 

95.40 

<a) State governments 
(b) Scheduled commercial 

57.16 

61.40 

68.26 

56.94 

banks 

79.13 

93.65 

172.22 

64.74 

(c) State co-operative banks 

222.16 

222.35 

224.16 

170.39 

(d) Other loans and advances 
Bills purchased and dis¬ 

8.28 

8.16 

8.30 

9.38 

counted 

141.95 

142.70 

145.67 

149.08 

Investments 

301.27 

287.26 

257.98 

356.10 

Other assets 

38.94 

42.10 

52.61 

39.22 


SCHEDULED COMMERCIAL BANKS 


(Rs crores) 




July 25, 

A 

A 

A 



1969 

week 

month 

year 




ago 

ago 

ago 

h 

Demand deposits’** 

2093.24 2080.49 2072.79 1880.46 

2. 

Time deposits’^ 

2593.42 2575.39 2535.05 2156.20 

3. 

Aggregate deposits^ 

4686.66 4655.88 

4607.84 4036.66 

4. 

Cash 

127.15 

130.85 

176,33 

94.08 

5. 

Balances with Reserve 






Bank 

177.05 

177.38 

166.72 

141.02 

6. 

Cash and balances with 






Reserve Bank 

304.19 

308.24 

343.05 

235.10 

7. 

Borrowings from Re¬ 






serve Bank 

79.80 

93.35 

158.77 

64.74 

8. 

Investment in govern¬ 






ment securities 

1181.13 

1158.48 1133.09 1019.62 

9. 

Advances 

2863.56 2884.11 

2858.14 2563.32 

10. 

Bills purchased and 






discounted 

655.23 

667.12 

680.07 

478.36 


Inland bills 

482.84 

497.42 

513.13 

342.99 


Foreign bills 

172.39 

169.70 

166.94 

135.37 

11. 

Total bank credit 

3518.79 

3551.22 

3i#S8.21 3041.68 

12. 

Percentage of 






(6) to (3) 

6.49 

6.62 

7.44 

5.82 


(8) to (3) 

25.20 

24.88 

24.59 

25.26 


(11) to (3) 

75.08 

76.27 

76.79 

73.35 


'^Excluding inter-bank borrowing^ 

Soured : Reserve Bank of India. 
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Lightness, corrosion resistance, good 
surfate finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HINDALCO Aluminium 
Extrusions. There are endless applications 
in every industry using fabricated metal 
shapes as components of assembly. A sin¬ 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, H-sections, hollow shapes 
or semi-hollow shapes or special shapes. 
Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? It will pay you handsomely to 
do so ! Please write to: 

HINDUSTAN ALUMINIUM Umucl 
CORPORATION LTD. 
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When quality counts... 



you can count on these 
( y^ brands: 



Cycle Brand 

Wire Healds. All-metal 
Reeds. Jute Cambs and 
Jute Reeds 


Swar Brand 

Egyptian Combed 
Cotton Yarn and Staple 
Fibre Yarn 


India Brand 

Best Egyptian Cotton 
Healds, Heald Piecing 
Yarn, Finest Polished 
Steel Wire Reeds, 
Brass Reeds, Striking 
Combs and Dobby 
Harness without rubber. 


THE NEW INDIA INDUSTRIES LIMITED Baroda & Bombay 

Stockists: B. Mehta A Co.. Bombay, Ahmedabad, Ctlcutta, Coimbatore • Mehta Parikh A Co. 
Pvt. Ltd., Ahmedabad, Bombay • W. H. Brady & Co. Lid., Bombay, Madras, Calcutta • Hindustan 
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NEEDED: A DIALOGUE, NDTA DUEL 

THE BUSINESS community was rather slow to react to the twist which the Prime 
Minister has lately given to the central government’s economic policies. To some 
extent this was because the abruptness of the development had taken business¬ 
men by surprise; many of them perhaps believed that the nationalisation of 
banking was an act of political aberration committed by Mrs Gandhi while she 
was under intense strains of a personal nature and that it indicated no real break 
with what had been the general line of the government’s thinking on economic 
affairs. To the extent that the business community was taken unawares, it cer¬ 
tainly needed time to collect Us thoughts and respond in a considered manner to 
the new economic policy which the Prime Minister was evidently resolved to 
follow. 

The business community’s reticence, however, might not have been wholly 
due to the clement of surprise in Mrs Gandhi’s strategy. On the contrary, an ugly - 
suspicion is abroad that the restraint shown by it was no voluntary virtue, but was 
dictated by apprehensiveness about the future, even if not by fear of the govern¬ 
ment. In any case, it was certainly rather unusual for the apex body of the busi¬ 
ness community, the Federation of Indian Chambers of Commerce and Industry, 
not only to have observed complete silence but to have gone into a veritable 
purdah. Its prestige and reputation were not enhanced by reports circulating in the 
country of what passed between a delegation of its leaders and the Prime Minister 
on whom they had called soon after the promulgation of the ordinance nationalis¬ 
ing the 14 largest commercial banks. According to these reports, the representa¬ 
tives of the FICCl listened without murmur or protest to a harsh castigation by the 
Prime Minister of the private sector and all its works and came away without ven¬ 
turing to present their point of view. If this version, which has received wide 
publicity in the land, is true, the image it presents of the business community is 
certainly not a very attractive one. 

It may be suggested that (he way the representatives of the business community 
choose to order their relations with the government in power is their business after 
all. We do not agree. The primary concern of those who run industries or 
manage trade is, no doubt, to produce goods and distribute them. But business 
as an institution in a democratic community has certain political and social obli¬ 
gations as well. As an organic entity, in the structure of a free society, it is clearly 
committed to be active and effective in preserving and promoting that structure. 
The larger national community has a right to claim from it a due discharge of this 
responsibility. 

The men who are engaged in industry and commerce, we are sure, expect the 
rest of the community in a democratic political order to stand by them in defence 
of their right to practise a profession or to carry on trade or business — a right 
which, in our Constitution, has been enshrined in a chapter on Fundamental 
Rights. In return, the business community should be able and willing, when neces¬ 
sity arises, to stand up for all the other democratic freedoms which are vital to the 
entire community, including itself. It would be a sad day for private enterprise in 
our country if the public is to lose confidence in the capacity or availability of the 
business community for participation in the preservation and pursuit of these 
larger freedoms. 

This does not mean that we arc not aware of the tremendous political pressures 
under which businessmen, individually or collectively, have to function these days, 
but we are convinced that these pressures will intensify rather than ease with 
every failure on the part of the business community to display legitimate lirmness 
and courage in resisting such economic policies of the government of the day as 
are clearly hostile to the full and free functioning of the institutions of private 
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enterprise subject only to the disciplines 
of a democratic political system. 

Fortunately for the business commu¬ 
nity, a belated attempt is being made to 
set the record straight. A meeting of the 
Indian Merchants’ Chamber Bombay, 
held in that city on August 7, is a case 
in point. The representative character 
of this meeting may be gauged from the 
fact that it represented over 120 asso¬ 
ciations affiliated to the chamber and, 
speaking collectively, a wide cross- 
section of trade and industry, compri¬ 
sing over 15,000 industrialists and busi¬ 
nessmen, big or small. The discussion 
at this meeting disclosed that there was 
unanimity of opinion among those who 
participated in or were present at it that 
recent trends in government thinking 
seemed to strike at the very existence 
of the private sector and that, at such a 
crucial juncture, it was important that 
the business community should stand 
united and face the challenge with 
courage. 

The keynote speech of the meeting, 
delivered by Mr J.H. Doshi, President 
of the Indian Merchants’ Chamber, 
was a remarkably frank and forthright 
speech and was without any suggestion 
of the fear complex which it seems to be 
the business of the political propaganda 
now raging in the country to whip up 
among the people, particularly business¬ 
men. Mr Doshi confessed that busi¬ 
nessmen were at a loss to understand 
the rationale behind such sudden and 
precipitous acts of the central govern¬ 
ment as the abrupt taking away of the 
Finance portfolio from Mr Morarji 
Desai, the issue of an ordinance for 
nationalising 14 banks just on the eve 
of the meeting of Parliament and the 
haste with which the bill to replace the 
ordinance was subsequently rushed 
through the central legislature. 

Besides passing strictures on the 
arbitrariness of the nationalisation of 
banking and its potential for inflicting 
harm on the economy, Mr Doshi 
joined issue with the Industrial Licens¬ 
ing Policy Inquiry Committee and ex¬ 
posed the crude and shallow econo¬ 
mics of the pretentious recommenda¬ 
tions of that committee. He sounded a 
warning against indiscriminate inter¬ 
ference with the institutions and pro¬ 
cesses of the private sector as well as 


EASTERik ECONOMIST 

against the reckless expansion of the 
public sector. Facing squarely the 
committee’s charge that there had been 
a growth of monopolies and concentra¬ 
tion of economic power through the 
functioning of the private sector, he 
argued that to the extent that there had 
been distortions in the healthy growth 
of the private sector, it had been largely 
because of the wrong licensing policy 
often persisted in by the government 
against the advice or protests of the 
business community. 

Pleading that the only way to remove 
mass poverty or reduce inequalities 
of income was to adopt a positive 
approach to the problems of economic 
development by stimulating production 
and productivity, he emphasized the 
fact that a programme of nationalisa¬ 
tion was no real alternative to this 
approach as it would merely concen¬ 
trate economic power in political hands 
and promote bureaucratisation, there¬ 
by impairing the initiative and enter¬ 
prise of businessmen and endangering 
the freedom and liberty of all individuals. 
Finally, striking a valiant blow for the 
dignity and self-respect of the business 
community, Mr Doshi called the go¬ 
vernment’s bluff by declaring the willing¬ 
ness of private enterprise to face the 
inquiry into its working which the 
Prime Minister or other ministers have 
been threatening it with. He asserted 
that there could be no objection to such 
a probe if it was calculated to serve the 


THERE is perhaps no better instance 
of a hastily drafted legislation than is 
provided by the Banking Companiej 
(Acquisition and Transfer of Under¬ 
takings) Ordinance or even the bill 
subsequently passed by Parliament. 
It is rather amazing that there were 
many gaps in the ordinance which were 
sought to be filled by the bill. Even here 
the elaborate amendments to the bill first 
circulated among Members of Parlia¬ 
ment had to be amended again. The. 
fact is that there is considerable con¬ 
fusion in thinking and not even aware¬ 
ness of what arc the technical issues 
involved. It has taken nearly a fort¬ 
night to accept that the corporate entity 
of the existing bank is still alive and 
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national interest and if it was related to 
the operational efficiency of the private 
sector. 

For ourselves, we have no doubt in 
our mind that any impartial or objective 
evaluation of the individual functioning 
of enterprises representing a cross-sec¬ 
tion of the corporate sector would clear¬ 
ly establish, in terms of all the relevant 
criteria, such as industrial expansion, 
diversification of industries, import 
substitution, export promotion, return 
on capital, contribution to public 
revenues, remuneration of labour and 
dividend to shareholders, the lifrge and 
dynamic contribution which private 
enterprise has made to the advancement 
of the economy over the last 22 years. 
The question is whether the govern¬ 
ment is interested in this kind of study. 
For the sake of its own prestige as well 
as for the good of the country, the 
government would do well to initiate 
a new approach of a friendly and pro¬ 
ductive dialogue with the business 
community. The establishment of this 
positive relationship has become all 
the more necessary in view of the dis¬ 
trust and discontent aroused by re¬ 
cent developments in the government’s 
economic attitudes and policies. The 
proceedings of the meeting of the Indian 
Merchants’ Chamber, we hope, have 
shown that the business community is 
not Jacking in the strength to resist the 
forces of demoralisation that may be 
Jet loose on it. 


that only the business of the undertaking 
had been transferred to the correspond¬ 
ing bank. The paid-up capital of the 
latter will be equal to the paid-up 
capital of the former and not be the 
paid-up capital of the former. The 
existing bank will receive the compen¬ 
sation paid by the government and there 
will be no distribution to the share¬ 
holders directly as proposed by the 
union Law Minister. 

Apart from the technical difficulties 
Involved in this procedure, considerable 
confusion would be created if the share¬ 
holders had to apply to the government 
directly for compensation within a 
stipulated period. Under the la^st 


Compensation for Bank Shares 
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airaugemeitt the compensation would 
be paid to the shareholders of the exist¬ 
ing bank as on My 19» 1969, and any 
holder who had not been able to get. 
his shares transferred or who had ob¬ 
tained them from the registered share¬ 
holder on the basis of a definite under¬ 
standing would have to get his compen¬ 
sation from the shareholder concerned. 
This procedure may appear to be correct 
though it passes one’s comprehension 
why share transfers should not be 
effected at least in those cases where the 
transaction [had been concluded prior 
to the promulgation of the ordinance. 

The method of compensation is more 
or less on the lines adopted in the case 
of the state associated banks when the 
excess of assets over liabilities was 
valued on the basis of market prices 
for securities and other investment and 
a careful scrutiny of advances. This 
valuation is considered fair especially 
as it is suggested that the ascertainable 
value of buildings would be taken into 
consideration for determining the sur¬ 
plus. But there is a fundamental 
difference between the two situations. 
In the case of the stat^ associated banks 
there was only part nationalisation and 
compensation was paid in cash. Those 
who wanted to surrender fully their 
holdings got paid in cash though the 
objective of the government was only 
to acquire a controlling interest of 55 
per cent in the paid-up capital. On 
the present occasion, however, all the 
shares of the nationalised banks arc 
being taken over by the government, 
perhaps with a view to eliminating 
“vested interests”. But it was con¬ 
templated in the ordinance that pay¬ 
ment should be made only in market¬ 
able securities to the bank as a whole 
and the advisory board will take a de¬ 
cision in regard to the manner of pay¬ 
ment of compensation to the share¬ 
holders. 

After considerable debate and con¬ 
fusion, it has been eventually decided 
that all the shareholders will get com¬ 
pensation on (he basis defined by 
government in such proportion which 
their holdings bear to the paid-up 
capital of the affected banks and the 
existing banks will be responsible for 
diatributlng the compensation. In the 
first amendment to tUs clause it was 
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suggested that the shareholders should 
get compensation directly and not 
through the existing banks. This pro¬ 
posal has been abandoned perhaps due 
to legal difBculties and the confusion 
that might be created by asking indi¬ 
vidual shareholders to send their share 
certificates to the Reserve Bank or any 
other agency nominated by the govern¬ 
ment for getting payment. The existing 
banks will now be responsible for distri¬ 
bution of compensation and no claim 
can be entertained by the government 
from a shareholder directly, the exis¬ 
ting banks being liable in this regard. 
In the first amendment it was also 
proposed that even a single shareholder 
can complain to the tribunal and ask 
for a wording on the fairness of the 
compensation determined by the go¬ 
vernment. The banks will probably 
dispute the compensation and ask for 
a reference to the tribunal if it was felt 
that the basis adopted had not been 
correct or fair. 

The payment of compensation will 
be in the form of 4i per cent 10-ycar 
bonds or 5*^ per cent 30-year bonds 
and the existing banks will have the 
option to accept payment in cither of the 
securities or both. The option once 
exercised cannot be modified. The 
government has, however, agreed to 
pay some part of the compensation in 
cash in order to help the small share¬ 
holders. The arrangement to pay inte¬ 
rim compensation within one month 


A policy of full Cfnplo>inent may be said to 
have become the new caiegorical imperative 
for any democratic s>’st<?ni of Government. 
To the generation which has been haunted by 
the compelling fear of massive unemployment 
as during the inter-war pcriod/Trecdom from 
want**naturaUy appears as an essential compo¬ 
nent of a liberal system of freedom. The masses 
wielding effective power in a modern state will 
never tolerate mass unemployment and chro¬ 
nic economic insecurity. Consequently, it is 
hardly to be wondered ut that the British Go¬ 
vernment’s recent While Paper on “Fmploy- 
ment Policy” (Cmd. should open with 
the word that ’’the Gove, ‘nent accept as one 
of their primary aims and responsibilities the 
maintenance of a high and stable level of 
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a good gesture. 
But icilfitoOT been more a^ro- 
priate if the government had agre^ to 
pay compensation in cash or securities 
to the full extent of the face value of 
shares. It is now proposed to distri¬ 
bute only 50 per cent of the paid-up 
capital to the existing banks as interim 
payment. It has also been agreed that 
cash should be paid up to a maximum of 
Rs 5,000 to the shareholders and where 
50 per cent of the face value of holdings 
exceeds Rs 5,000 the balance will be 
paid in 4i per cent bonds or 5i 
per cent bonds as the case may be. The 
interim payment will be taken into 
account when further payments have 
to be made in full satisfaction of the 
compensation. It has, however, been 
pointed out that the remaining amount 
will be made available only in the form 
of .securities and shareholders who are 
entitled to compensation only up to 
Rs 5,000 in respect of their holdings 
would receive the balance in securities, 
even though a shareholder whose hold¬ 
ings had a right to compensation over 
Rs 10,000 and who had also shares of 
the face value of Rs 10,000 would have 
received cash payment up to Rs 5,000. 
This will obviously involve hardship 
for the small shareholders. 

While the decision providing for 
interim payment up to 50 per cent of 
the paid-up capital in cash and/oi 
securities is to be welcomed as this 
arrangement will help the shareholders 


cmplomcnt after the war”. Altliough the 
White Paper has in many quarters been hailed 
as “a landmark in economic history”, it is note¬ 
worthy that the document caused less public 
stir than the Beveridge social security scheme— 
probably because of the former being more 
technical in details. However, an examination 
of these technical details which the British 
White Paper adumbrates, shows how different 
from Britain's is the problem of an adequate 
full employment policy in India in the context 
of our overriding economic problems. From 
the point of view of the nature of economic 
problems which face us in India, we would 
indeed not be far from correct if we said that 
although the White Paper Is written with a 
positive ring, actually its true tone is negative. 


£scjtezn ^Iconomidi 25 l^ea.t6 


AUGUST 18. 1944 
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to receive some part of the compen¬ 
sation witliout delay, there is a strong 
case for raising the amount payable in 
cash to at least Rs 10,000 per shai*c- 
holder where the face value of his 
holdings docs not exceed this amount. 
Also, the government would not be 
taking any undue risk by agreeing to 
effect payment towards compensation 
to the extent of the paid-up capital. 
An analysis of the reserve position of the 
14 nationalised banks even at the end 
of 1968 (the details are given in the table 
below) will show that except in the 
case of two banks the amount payable 
will be more than or nearly twice the 
paid-up capital, in some cases 2i 
times and in one case over three times. 
This would clearly suggest that every 

PAID-UP CAPITAL AND RESERVES 
OF 14 NATIONALISED BANKS 

(Rs crores) 

Name Paid-up Rese- Paid-up Col. 4 
of the capital rve?. capital as per- 
bank & re- centage 

serves of col. 2 


1 

2 

3 

4 

5 

Central 

Bank 

4.79 

7.63 

12.42 

2.59 

Bank of 
Baroda 

2.50 

3.41 

5.91 

2.36 

Bank of 
India 

4.05 

6.52 

10.57 

2.61 

Punjab 

National 

2.00 

5.01 

7.01 

3 .51 

United Co 
mmercial 

2.80 

4 38 

7.18 

2.56 

United 

Bank 

2.68 

1.33 

4.01 

1.50 

Syndicate 

Bank 

1.29 

1.57 

2.86 

2.22 

Canara 

Bank 

1.50 

1.53 

3.03 

2.02 

Indian 

Overseas 

1 00 

1.14 

2.14 

2.14 

Indian 

Bank 

0.89 

1.14 

2.03 

2.28 

Bank of 
Mahara¬ 
shtra 

1.48 

0.64 

2.12 

1.43 

Union 

Bank 

1.25 

1.15 

2.40 

1.92 

Allahabad 

Bank 

1.05 

1.49 

2.54 

2.42 

Dena 

Bank 

1.25 

1.61 

2 86 

1 29 

Total 

28.53 38.55 

67 08 

2 35 
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shareholder would receive by way of 
compensation more than twice the 
amount of the paid-up capital except in the 
case of the United Bank of India and the 
Bank of Maharashtra. The government' 
will be causing unnecessary loss of in¬ 
come for the shareholder and prolong¬ 
ing the period of uncertainty by paying 
only 50 percent of the paid-up capital 
immediately. 

There is reason to believe that the 
actual surplus will be more than the 
published reserves apart from the fact 
that there would have been fresh addi¬ 
tions out of the earnings for the first 
half of this year. Again, the market 
value of investments has appreciated 
significantly in the past two years with 
buoyancy of the gilt-edged market. 

It is also likely that in spite of the cumb¬ 
rous process proposed to be adopted 
by the government in regard to the 
valuation of buildings, there will be a 
sizable surplus over book cost, which 
would mean that the actual surplus wall 
be much more than the disclosed re¬ 
serves. There will, of course, have to 
be a careful examination of outstanding 
advances and it might happen in some 
cases that the provision against bad and 
doubtful debts is not considered ade¬ 
quate. However, it is unlikely that 
unrealisablc advances will constitute 
any large amount. Tn any case there 
is no danger of the reserves being wiped 
out by sticky or bad advances even 
where the reserves do not constitute 


more than 50 per cent of the paid-up 
capital. 

The government should, therefore, 
take a generous view in regard to the 
payment of compensation and the 
valuation of the assets and liabilities. 
It will be benefited to a great extent by 
the annual surpluses that will be rea¬ 
lised out of current earnings as it has 
been roughly estimated that the earnings 
of the 14 nationalised banks will be 
over Rs 7 crores after taxation, for the 
current year while it will be paying only 
Rs 3.375 crores by way of interest 
charges on 4i percent 10-year bonds. 
Even if shareholders elected to receive 
compensation fully in the form of 
53 per cent 30-ycar bonds, the 
interest charges will not work out to 
more than Rs 4 .125 crores. 

Apart from the advantage that may be 
derived by the government as a result 
of a diversion of resources of the bank¬ 
ing system to the public sector to a 
greater extent than now, it will be readily 
recognised that the nationalisation of 
banks is being achieved on a cheap basis. 
Over and above the immediate gaiq that 
will be secured, the scope for a further in¬ 
crease in earnings is vast as latterly new 
trends in the growth of deposits have 
been emerging and all indications suggest 
that there will be a faster spread of 
the banking habit and a spectacular 
growth in the stature of banks in the 
coming years if only nationalisation did 
not reverse these healthy trends. 


Crude Prices Tussle 


IHE prices of imported crude oil 
are again in the news. With a view to 
making the three private sector re¬ 
fineries of Burmah Shell, Esso and 
Caltcx reduce their f.o.b. crude prices 
from SI .38 to SI .28 a barrel (Aghajari. 
light Iranian crude), the Ministry of 
Petroleum and Chemicals has been 
curtailing the allocations of foreign 
exchange to them by 7.5 per cent with 
effect from June last. The implication 
of this step is that if the oil refineries 
want to import the same quantities 
of crude as they had been bringing 
in prior to June, the f.o.b. price they 
can pay is 28 a barrel. If they 
continue to effect imports at a higher 
price, they have to cut down the 
quantity. 

The government has asked the three 


oil refineries to reduce their crude 
prices because it feels that as a result 
of excess supply, larger discounts are 
now available over the posted prices 
of crude in west Asia than was the case 
some months ago. As evidence of 
this, it is understood to have brought 
to the notice of the managements of the 
three refineries three offers of supply 
of light Iranian crude, though in modest 
quantities, at «1.28 a barrel. Pre¬ 
sumably, the offers in question were 
(i) of Petrofina, the Belgmn oil conv- 
pany, for the supply of some 180,(XX) 
tonnes of crude to the Cochin refinery 
which Was said to have been made in 
M^y; ill) of International Company, 
also to the Cochin refinery made some 
time after tb^ Petrofina offer; and 
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(Hi) of the Continental Oil Company 
of the United States which envisaged 
supply of one or two million tonnes 
to the government. 

The government is also reported to 
have asserted that some consignments 
of west Asian crude have been shipped 
by oil companies in the recent past to 
two Latin American countries at 
lower f.o.b. price than what is being 
charged from this country. Another 
argument put forth is that supplies 
to Japan and Pakistan were being 
effected at rates lower than SI.38 a 
barrel. 

As under their refinery agreements, 
the three oil managements are obliged 
to match their import prices with the 
prevalent rates at any given time, the 
government apparently is well within 
its rights in asking for the lowering 
of import prices by the three manage¬ 
ments. If the latter fail to do so. the 
government may legitimately urge 
them to accept, of course, on a pro rata 
basis (along with the three private 
refineries, there arc another two public 
sector refineries that are coast-based), 
the crude imported by it at lower prices, 
even though the refinery agreements 
give the freedom to the oil companies 
to procure supplies from sources of 
their choice. 

But is it fair to bring undue pressure 
to bear on the oil refineries for the 
acceptance of a price which may not 
be commercial? Petrofina has denied 
having made any offer to the Cochin 
refinery, directly or indirectly. The In¬ 
ternational Company, the Minister for 
Petroleum, Dr Triguna Sen, revealed 
in Parliament a few days ago, had also 
backed out after signing a contract 
with the Cochin refinery. The Conti¬ 
nental Oil Company is reported to have 
said that the facts about its offer have 
not been divulged fully and correctly. 
Linked as it is said to be with the 
supply of liquid ammonia for a ferti¬ 
lizer project, the offer of Continental 
surely cannot be styled “commercial”. 
In view of these facts, the government 
obviously has to substantiate its 
case much more fully than it has done. 

As regards supplies of west Asian 
crude to Japan» due recognition perhaps 
has not been given by the government 
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to the commercial praettoe of giving 
some lai^ger concessions if the quanti¬ 
ties sold are huge. The case of sup¬ 
plies to Latin American countries 
perhaps is no different, as the tradi¬ 
tional source of supply of crude to these 
nations is the Caribbean Islands. So 
far as the supplies to Pakistan arc 
concerned the contract is for three years 
at a fixed price of S 1 .53 per barrel. 
Such a contract apparently cannot be 
acceptable to this country in view of 
the declining trend in the prices of west 
Asian crude, especially following the 
closure of the Suez Canal. 

Among the oil companies, Burmah 
Shell is stated to have offered to reduce 
its f.o.b. price by four cents a barrel 
in recognition of ihe fact that the 
west Asian crude prices have tended to 
soften. The actual reduction in the 
c. & f. price, which a few months ago 
was about S 1.54 a barrel, may 
be somewhat more as freight charges 
from the Persian Gulf ports have also 
gone down in the recent past. Despite 
the fact that freight charges to Bombay 
arc about two cents more than to 
Karachi, the c. & f. price of Burmah 
Shell now may amount to 1.49 a 
barrel. The other two companies can 
be expected to fall in line with Burmah 
Shell as they have been doing in the 
past. But the crucial question is 

Taxing in 

THE road transport industry is faced 
with one of the most tantalising dilemmas 
confronting our industrial economy. This 
industry has not only vast scope for expan¬ 
sion, a point on which official and non- 
official viewpoints arc not at variance, 
but is actually assigned an ambitious target 
in the fourth five-year Plan, and the auto¬ 
mobile industry too is anxious to achieve 
the target. Yet it is not able to seize the 
opportunity, partly because accepted 
policies arc not being implemented by the 
authorities and partly because the genuine 
grievances of automobile manufacturers 
are not heeded promptly. Merely assigning 
an ambitious target is not enough; it should 
be rendered possible by active official 
assistance, wherever needed. The mini¬ 
mum essentials for the healthy growth of 
this industry outlined by the outgoing 
President of the Association of Indian 
Automobile Manufacturers (A 1AM), 
Mr K. V. Srinivasan, the other day, do not 
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SfadPs offer will to 
acceptable to the government. The 
indications, as at present, are that it is 
not. 

In case the government is not able 
to arrange expeditiously supplies of 
light Iranian crude at $ 1.28 a barrel 
(f.o.b.) to establish that discounts over 
the posted prices are available to the 
extent it feels, its bargaining position 
with the oil refineries will indeed weaken 
considerably. The recent cut in the 
foreign exchange allocations to the 
refineries can perhaps be kept up for 
another month as demand for petro¬ 
leum products is usually at a low ebb 
till then. This implies that negotia- - 
lions with oil refineries will have to to 
completed soon. Shortages of petro¬ 
leum products, when demand picks 
up in October, may otherwise create 
complications. 

Incidentally, the persistent softening 
of crude prices in west Asia over the 
past few years has put the government 
in an unenviable position. In its en¬ 
thusiasm for pushing the public secto^ 
towards the commanding heights of the 
oil refining industry, the government 
has burdened the country for several 
years to come with a fixed f.o.b. price 
of $ 1.35 a barrel (high sulphur Darius 
crude) in the case of the Madras refinery. 

the Dark 

appear to be unreasonable, Here they are: 

(j) Treat the automobile industry as 
a basic industry. 

(ii) Remove controls on price and 
distribution. 

(iii) Facilitate full utilisation of instal¬ 
led capacity and permit expansion 
of existing units to achieve econo¬ 
mics of scale. 

(iv) Implement the recommendations 
of the Road Transport Taxation 
Enquiry Committee as well as 
those of the Study Group on 
Road Transport Planning. 

To this list may be added the continual 
complaints of automobile manufacturers 
that they do not receive sufficient supplies 
of steel, whether indigenous or imported, 
as also of tyres and quality components. 
This appears to be the major bottleneck, 
and it is a pity that it should manifest 
itself at a time when the industry bids 
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fair to undertake the manufacture of com¬ 
plete vehicles. As it is, the Indian auto¬ 
mobile industry claims to have attained 
98 per cent indigenous content. The 
tragedy is that, though there aie sufficient 
supplies of steel, these do not reach the 
industry because of a senseless lack of co¬ 
ordination as between two important 
economic ministries—the Ministry of 
Industry and the Ministry of Steel. The 
Ministry of Industry considers the auto¬ 
mobile industry as a priority industry, but, 
strangely enough, the Ministry of Steel 
does not appear to regard it so. What is 
simply incredible is that the Steel Ministry 
should continue to hold this archaic view 
even after the Government of India had 
accepted the specific recommendation of the 
Pande Committee that the automobile 
industry should be given priority for its 
requirements of steel. Instead of wasting 
its energies on the will o'the wisp of the 
small car, the government would 
do well to remove this anomaly and also 
work for a better co-ordination between 
sponsoring authority and the administra¬ 
tive machinery of the steel plants so as to 
streamline the machinery for timely and 
adequate supplies of both indigenous and 
imported steel to the automobile industry. 

Although nothing could be more obvious 
than the homo truth that roads and auto¬ 
mobiles go hand in hand and the inade¬ 
quacy of roads in our cduntry has been 
repeatedly stressed, the facts about 
roads presented by Mr R. G. Saraiya, 
who was chief guest at this meeting, 
should serve as a shock treatment to our 
complacent governments, both central 
and state, and bestir them to some pur¬ 
poseful and prompt action. Here are 
these facts : 

(i) India has today only 180 kins of 
roads for 1,00,000 population. 

(ii) The number of trucks plying in 
our country at present is three 
lakhs and this is expected to go up 
to 4.7 lakhs at the end of the fourth 
Plan. 

(iii) There arc 80,000 passenger buses 
(including 34,000 buses operating 
in the nationalised sector) and, 
over the next five years, this 
number is estimated to rise to 
1,15,000 (including 60,000 or about 
50 per cent in the nationalised 
sector). 

The Planning Commission hopes that 


the private sector investment in transport 
and communications could Increase more 
than four-fold, /.<?., from Rs 250 crores 
during the third Plan to Rs 1,010 crores. 
As in respect of many others, in this 
too, the Planning Commission has not 
said a word about the basis for this target. 

Mr Saraiya could not help comparing 
these measly plan allocations to roads 
with the rapidly rising revenue from year 
to year from our road transport. Whereas 
the revenue from roads which were Rs 591 
crores during the second Plan is expected 
to rise to Rs 3,795 crores in the fourth 
Plan, the allocation has declined steadily 
from 43 per cent of the revenue that 
accrued from road transport in the second 
Plan to 32 per cent in the third Plan, 
24 per cent in the three annual plans from 
1966 to 1969, and to a bare 25 per cent in 
the draft fourth Plan. Nor could he resist 
the resulting conclusion of this comparison, 
v/z., that ‘‘road transport is being looked 
upon by government as an important 
source for augmenting general revenue 
clearly at the cost of road development, 
which has never got its due share.” 

This brings us to the point about heavy 
taxation on road transport as much as on 
the automobile industry. After taking 
about four years to study this problem, 
it may be recalled, the Keskar Committee 
assessed the tax element in the cost of 
operation at 36 per cent in the case of 
trucks and 42 per cent in the case of buses. 
Since then, there have been further addi¬ 
tions and the limits do not seem to have 
been reached yet. Only a few days ago. 

Congratulation 

IN his statement to the shareholders 
of the Tata Iron and Steel Company 
dated July 18, 1969, Mr J.R.D. Tata 
complimented the Government of India 
on the success it has been able to achieve 
in export promotion. He said that ex¬ 
ports had “soared to new heights” 
and he attributed this largely to the 
government’s strategy and action. Mr 
Tata has often been a strong critic of 
the government’s economic policies. 
His praise to the government for its 
handling of the export problem is 
therefore significant. 

Let us however look critically at the 
export figures and find out to >vhat 
extent and in which directions our 


August - 

the Maharashtra govertiment introduced a 
bill which gives it powers to levy toUs on 
motor vehicles on bridges costing over 
Rs 10 lakhs to the government The 
proposal seeks to recover this outlay 
within a period of 12 years, but it is not 
clear whether the levy will cease thereafter 
or not. Past experience shows that any 
government levy, even if it is promised to 
be temporary and for a particular puiposo 
only tends to become not only permanent 
but also all pervasive and oppressive. 
Such unthinking and heavy taxation is 
harmful not only to road transport and 
automobile manufacturers, but also to go¬ 
vernment's revenue realisations from road* 
transport, a point noted by Mr Saraiya 
but apparently not sufficiently appreciated 
yet by the authorities. According to one 
estimate, in return for every rupee generated 
by the road transport industry, less than 
30 paise are spent on the development of 
roads. (The industry generates, directly 
and indiicctly, total tax revenue for the 
central and state governments of over 
Rs 550 crores.) So Mr Saraiya’s advice 
was that government should reduce 
these heavy taxes. “It is possible”, 
according to him, “that with a reduction 
in taxation in this case, the government 
may get a higher total return from these 
very taxes and, at the same time, give a 
fillip to both road transport and automobile 
industries.” The lime has come when 
governments, both at the centre and in the 
states, should be prepared to reduce the 
level of taxation in return for a more than 
proportionate measure of assured 
economic progress. 

on Exports ? 

efiforts have actually succeeded. Such an 
analysis is necessary to have a correct 
picture of our export performance in 
1968-69. 

Though our total exports in 1968-69* 
at Rs 1,360 crores were higher by Rs 
161 crores or 13.5 per cent over the 
previous year, the fact is that we suffered 
a severe setback in major items such 
as jute goods and tea and a moderate^ 
decline in tobacco, spices and mica. 
Fluctuations in exports are» of course, 
inevitable to some extent especiaUy^ 
when many commodities are based on 
agriculture. But the fall in jute goods 
and tea could have been averted, or at 
least its magnitude could have been re-^ 



4uQed, if the government had pursued 
practical policies. In the case of the 
jute industry, for example, the exports 
fell from Rs 180.2 crorcs in 1967-68 
to Rs 156.5 crores in 1968-69. Though 
there was an increase in the export of 
carpet backing cloth, that of hessian 
and sacking fell, with the result that 
there was a decline in the total export 
earnings from jute goods. Many 
factors are responsible for the down¬ 
ward trend in the export of our jute 
goods in recent years. But, clearly, a 
major share of this responsibility is that 
of the government. To give only one in¬ 
stance, the Government of India had 
announced in October 1967 the provi¬ 
sion of Rs 5 crores in soft loans to the 
jute industry. But in April this year, a 
spokesman of the Indian Jute Mills 
Association complained that till then 
•'not one paisa has been distributed”. 
He said, “Here is an example of comp¬ 
lete contradiction between the govern¬ 
ment’s declared policy and its actual 
working”. 

Tea exports declined from Rs 180.2 
crores in 1967-68 to Rs 156.5 crorcs 
in 1968-69. Factory; beyond the in¬ 
dustry’s control such as over-production 
of tea are to some extent responsible 
for the fall in our tea exports. But at 
the same time there is no doubt that if 
the government had not taxed the lea 
companies so heavily and also not bur¬ 
dened them with heavy imposts in the 
form of various labour amenities, it 
would have been po.ssible for them to 
increase their competitive capacity and 
achieve higher exports. At present 
producers of quality tea do not get the 
incentive to export more because of ex¬ 
cessive export duties and excise duties. 

It i$ thus clear that at least in respect 
of the two major commodities which 
earn the largest amount of foreign ex¬ 
change, one cannot compliment the 
Government of India on its export 
policy. It 1 $ true that there has been 
an impressive increase in the export of 
engineering goods from Rs 32.6 crores 
in 1967-68 to Rs 67.4 crores in 1968-69. 
But this was possible mainly because of 
the recession which reduc^ the home 
demand and the closure of the Suez 
Canal as a result of which several 
countries have found it worthwhile to 
import their requirements of engineering 
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goods from India in preference to 
European countries. 

So far as the direction of our exports 
was concerned, 1968-69 witnessed many 
disturbing trends. For instance, our 
exports to the United Kingdom went 
down by about Rs 27 crores — from Rs 
229.05 crores in 1967-68 to Rs 201.51 
crores in 1968-69. Though import 
restrictions imposed by Britain reduced 
our exports, it is clear that neither the 
Government of India nor the trade had 
made systematic efToris to sell our 
goods to this important market. A 
recent report from London said that 
there had been numerous complaints 
from the heads of departments of Crown 
agents for overseas governments re¬ 
garding the bad performance by cer¬ 
tain Indian companies in the execution 
of contracts awarded to them on behalf 
of Commonwealth slate undertakings. 
One wonders how there can be such 
complaints when wc have so many ex¬ 
port promotion councils and other 
organisations whose duty it is to main¬ 
tain eternal vigilance on our exports 
and safeguard our reputation in foreign 
markets. 

Our export to many African coun¬ 
tries also declined in 1968-69 compared 
to the previous year, h'or example, ex¬ 
ports to Algeria fell from Rs 54 lakhs 
to Rs 21 lakhs, to Nigeria from Rs 3.75 
crorcs to Rs 3.08 crores, to Sudan 
from Rs 20.75 crorcs to Rs 18.47 
crores and to Tunisia from Rs 2 crores 
to Rs I .45 crorcs. Our exports to 
the United Arab Republic practically 
stood still, being Rs 21.82 crores in 
1968-69 against Rs 21.53 crores in 

1967- 68. It is obvious that our atten¬ 
tion to the African markets has been 
quite inadequate. 

There was also a big fall in our ex¬ 
ports to Latin America from Rs 5.45 
crores in 1967-68 to Rs 3.65 crorcs in 

1968- 69. The decline was steep parti¬ 
cularly in the export to Brazil from 
Rs 59 lakhs to Rs 25 lakhs, Mexico from 
Rs 68 lakhs to Rs 44 lakhs, Peru from 
Rs 1.31 crores to Rs 50 lakhs and Chile 
from Rs 43 lakhs to Rs 29 lakhs. This 
setback was mainly on account of lower 
exports of jute goods. The fact that 
Brazil is able to sell its jute goods to her 
neighbours without duty puts our 
products at a disadvantage. The ex¬ 
port of our engineering goods to Latin 
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Ameraaralttb dropp^ from Rs 30,89,290 
in 1967-68 to Rs 10,54,856 in 1968-69. 
The offtake by most countries declined 
sharply as shown in the following table. 


EXPORT OF INDUN ENGINEER¬ 
ING GOODS TO SOUTH AMERICA 

(Value in rupees) 


Countries 

April- 

March 

1967-68 

April- 

March 

1968-69 

Argentina 

1,67,161 

1,865 

Bermuda 


3,538 

Bolivia 

35,689 

21,558 

Brazil 

25,50,545 

3,37.073 

Chile 

8,100 

1,363 

Colombia 

60,678 

22,552 

Ecuador 

93,909 

50,289 

Gautcmala 

3,060 


Nicaragua 

16,245 

7,433 

Peru 

1.04,133 

4,69,917 

Surinam 

23,665 

88,390 

Venezuela 

26,105 

50,878 


Several measures to step up exports 
to l.atin America have been recommen¬ 
ded by the Indian trade delegation which 
visited that area recently. But it re¬ 
mains to be seen to what extent the 
government, industry and trade will 
implement them. 

Our total exports to east Europe in¬ 
creased from Rs 225.94 crores in 1967- 
68 to Rs 266.50 crores in 1968-69. 
But exports to the German Democratic 
Republic fell from Rs 20.31 crorcs to 
Rs 19.84 crores and to Hungary from 
Rs 12.82 crorcs to Rs 10.06 crores. 

This analysis clearly reveals that our 
export efforts do need considerable 
drive and dynamism. The Government 
of India, of course, has been more alive 
to this problem than ever before. But 
it is still necessary to watch the trends 
carefully and take corrective action 
according to circumstances. Our ex¬ 
port potential is large but it needs to be 
exploited effectively. With proper co¬ 
ordination between the government and 
businessmen, and appropriate changes 
in economic policies, it will not be 
impossible to achieve the fourth Plan’s 
export target of Rs 1,900 crorcs. 
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AMERICAN AID : AN ANALYSIS 

R.V» MURTHY 


THERE is no need for any independent 
country, unless it is sufTcring from some 
inferiority complex, to be ashamed of going 
in for foreign aid. The world's economic 
history records that countries which are 
economically developed or industrially 
strong today have at one time or the other 
availed of foreign aid and foreign invest¬ 
ment. For example, in the initial stages, 
the United Stales, which now leads the 
test of the world in its economic potential, 
received capital from Europe. E^cn the 
USSR notwithstanding its diametrically 
diticicnt ideology, was not averse to 
foreign aid or collaboration. Indeed, even 
in the year of grace 1969, automobile manu¬ 
facturers of western Europe have been 
invited and afforded facilities by the Soviet 
Union for the manufacture of cars. Ob¬ 
viously then, it is not foreign aid as such, 
but the source of such foreign aid that 
seems to evoke certain curious reactions 
among some people. It is, therefore, 
necessary to examine the motives and the 
manner of aid from different sources to 
conclude whether aid from a given source 
is really desirable or not. Let us, for 
example, analyse American aid to India 
from these two standpoints. 

Real Motives 

In judging the motives of American aid 
to this country, wo need not be guided 
cither by the statements made by spokes¬ 
men of the US aid agencies themselves 
before their Congress, or by ilie propaganda 
of those that dislike tho US on political 
or/and ideological grounds. For, while the 
former are apt to exaggerate the advan¬ 
tages—not only economic but also political 
and military—to their country, especially 
when fine sentiments such as expression of 
humanity towards fellow-beings have 
apparently ceased to impress, tho latter 
—so it seems to me—are not always con¬ 
cerned about this country’s economic 
development as much as about such deve¬ 
lopment assuming a pattern and a com¬ 
plexion of their own liking, if not ideology. 
A dispassionate examination, I submit* 
shows that American aid to India is not 


only relatively more altruistic, making 
allowance for human limitations, but also 
more purposeful. This cannot be said, for 
instance, of Marshall aid, which stemmed 
out of a concern that the US was about to 
stand alone in a world increasingly domina¬ 
ted by the communists, or the Mutual 
Security Programme, which was mainly 
aimed at increasing the ability of countries 
rimming the communist world to parti¬ 
cipate in their own defence. It is more 
akin to Point IV of President Truman—a 
bold new' programme of technical assistance 
to make the benefits of US scientific ad¬ 
vances and industrial progiv'.s available 
for the improvement and growth of under¬ 
developed countries—or President Eisen¬ 
hower’s Development Loan Fund, which 
recognised the need to lake care of tho 
long-term tasks of creating self-sustaining 
economics in the developing nations, or, 
for that matter. President Kennedy’s 
creation, the Agency for International 
Development, which favoured, for the first 
lime, the idea of Jinking development 
loans with technical assistance. In all these 
assistance attempts by America, one cun 
discern an evolution of the concept of 
aid along sound and constructive lines. 
What could be more refreshing than to 
hear an American say: “Our goal is to 
help develop a community of free, inde¬ 
pendent and dynamic nations in the belief 
that through that route there can be greater 
assurance of a peaceful world.” There is 
nothing in this that one can take exception 
to, nor anything that is cither derogatory 
to our self-respect or offensive to our 
constitution. 

Four Priorities 

Even in his latest foreign aid message, 
the four priorities outlined by President 
Nixon seem unexceptionable. These 
priorities arc: (1) to enlist the energies of 
private enterprise; (2) to emphasise 
innovative technical assistance; (3) to 
encourage other economically advanced 
countries to increase their contri* 
bution to this common cause; and 
(4) to build on recent successes in 


furthering food production md fdmily 
planning. It is possible some people in 
our country may take exception to the 
first two. They are certainly entitled to 
their views, but after allocating an invest¬ 
ment outlay of Rs 10,000 crores to the 
private sector and still priding ourselves 
as practitioners of mixed cconorhy, and 
with a vast army of unemployed to find 
jobs for, it would not be honest to do 
so. In this connection, a break-up of the 
proposed US development aid may not be 
out of place. Even though President 
Nixon’s request for a $2.2 billion authori- 
.sation for the AID programme is the 
lowest economic assistance request in 
10 years, it is more properly integrated 
and co-ordinated with the programme of 
aid-recciving countries than earlier aid 
programmes. Thus, apart from the estab¬ 
lishment of an Overseas Private Investment 
Corporation as a new instrument of foreign 
aid, the authorisation request for technical 
assistance represents as much as over 
onc-fifih of the new fiscal year (1970) 
authorisation. 

Common Aid Pool 

Thanks to Mr Nixon’s stress on 
making assistance multilateral, other 
nations, besides the United States, 
are also now contributing to the common 
aid pool, and, in contrast to the position 
in the mid-fifties, their share today repre¬ 
sents more than half of the total financial 
resources going to the underdeveloped 
countries. It may be mentioned in passing 
that the proposed US contribution to the 
UN Development Programme is $100 
million. Perhaps the most thoughtful 
authorisation is that which is directed to¬ 
wards removing the critical imbalance in 
many developing countrie.s between food 
and population. This is a recognition of 
the hard fact that any nation with a 
population growth equal to or in excess 
of its economic growth is in real trouble. 

This brings us to the point made by 
Mr John A. Hannah, Administrator of the 
USAID, when he told the House Foreign 
Affairs Committee last month (June 10^ 
1969) : “One of the detcrminiiig factors 
of the success of their efforts may well 
be the adequacy of US aid, particularly 
development loans.” Elaborating, Mr 
Hannah pointed out : ^Development 
loans help underwrite the cost of the 
capital inputs. Moreover, devdopinent 
loan negotiations help persuade recipient 
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^^ountriPt to emphasise and expand their 
agricultural prograhunes* improve market¬ 
ing sysleiurt provide for better storage 
fodlities* increase farm credit and under¬ 
take other steps needed for agricultural 
growth. The economic situation of many 
developing countries make such policy 
changes impossible without inputs financed 
by development loans.'* 

What does the US propose to spend on 
population and family planning? In the 
fiscal year 1965» the US set apart $ 2 million 
for this purpose, but, this year, this is 
expected to reach ISO million, besides the 
use of some $30 million more of foreign 
currency owned or controlled by the US. 
And, for the fiscal year 1970, we are told, 
more dollars and local currencies are to 
be obligated for this vital programme. 

That the basic purpose of US assistance to 
India is to help u$ to become economically 
self-reliant on the basis of a balanced 


RECENTLY, the Reserve Bank, in the 
light of recommendations made by the 
ad hoc advisory committee appointed by 
it to study liberalisation of the present 
procedure for branch licensing, relaxed 
its branch licensing policy, giving more 
firecdom for banks to select centres for 
opening new offices. It is therefore 
necessary to study the policy implications 
in the light of the present objectives of the 
RBI branch licensing policy. 

Aims of Branch Regulation 
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oconomy, should be evident from the 
spheres selected by the US for aid— 
agriculture, and agro-industries (e.^. fer¬ 
tilizers and pesticides), agricultural educa¬ 
tion and research, rural electrification and 
power development generally (hydro, 
thermal and nuclear), scientific and tech¬ 
nical education, health and family planning, 
industries (mainly synthetic fibres, chemicals 
and non-ferrous metals), and establishment 
of skill-training and other labour-oriented 
institutions—as well as the absolute extent 
of the aid itself. The total of the US aid 
to India which began with a meagre SI89.7 
million (over Rs 142 crorcs) in 1951 till 
the end of January, 1969, aggregated the 
impressive figure of over S8,994 million 
or over Rs 6,745 crores. To put it differ- 
cnlly, so far, the United States has provided 
more aid—both in aid authorised and aid 
utilised—than all the other countries 
which have been assisting ours today, 
put together. 


Bank liberalised its branch licensing policy, 
with the result that the growth of bank 
offices was spectacular. But while pursuing 
this policy two important objectives—one, 
of evolving a proper banking structure to 
meet the diversified local and regional 
credit needs in the coiinti^ and second, 
of extending banking facilities to rural 
areas including unbanked towns—were 
not fulfilled. Hence the major policy 
changes witnessed during the year 1962 
proved to be a landmark in respect of 
branch expansion. The proposals as 
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appro^ by the CPqr^fdF^ard of Reserve 
Bank in J«^U9<&Wsnered in a new 
procedure classifying banks under three 
categories, the all-India banks, regional 
banks and small regional banks or local 
banks. In due course, as the Reserve Bank 
was concerned in building up a strong 
banking structure it vigorously pursued a 
policy of eliminating small and uneconomic 
banking units, resulting in a vertical bank¬ 
ing structure comprising a few strong 
all-India banks and the medium-sized 
banks. Thus the concept of a three- 
tier banking structure, which is 
still being considered as the most 
suitable form for this country was given 
up. A preference for a few strong banks 
as against small banks is clearly seen from 
Table I. Small banks, having offices up to 
10, were drastically reduced from 360 in 
1949 to only 28 at the end of 1967, i.e., 
a reduction of 92 per cent. 

However, the Reserve Bank continued 
to pursue its second aim of extending 
banking facilities to underbanked and un¬ 
banked areas. The technique used by the 
Reserve Bank to take modern banking to 
rural areas was to call for a branch expan¬ 
sion programme for a fixed period from 
all banks asking them to bear in mind the 
need to open branches at unbanked towns 
by keeping a ratio of 2 :1 in regard to their 
new branches in banked and unbanked 
centres. Since 1962, three branch expan¬ 
sion programmes were approved by the 
Reserve Bank to accelerate the rate of 
growth of new offices by asking banks to 
open at least onc-third larger number of 
branches than the actual number of offices, 
opened during the earlier programme. 
The number of offices licensed and actually 


Reserve Bank’s Branch Licensing Policy 

SUHAS JOSHI 


The primary objective of the Reserve 
Bank regulation of branch expansion 
programmes of banks is to ensure balanced 
growth of banking facilities, enabling 
banks to effectively mobilise deposits 
and to cater to the credit needs of 
small and big producers throughout the 
country, without creating duplication of 
banking services involving wasteful 
competition amongst the banking units. 
Another aim pursued by the RBI was 
to evolve a suitable banking structure. 
The official control of branch expansion 
started with the enactment of the Banking 
^mpanies (Restriction of Branches) Act, 
1946, width meant to restrain the wild 
growth of baidc oiBces during World 
yf$at nt periotL This restrictive policy 
continued dO 1956, after which the Reserve 


Table I 


CLASSIFICATION OF BANKS ACCORDING TO NUMBER OF 
INDIAN OFFICES 


No. of 

branches in India 

1949 

1960 

1966 

1967 

1 

166 

83 

12 

9 

2—5 

138 

76 

12 

10 

6—10 

56 

36 

10 

9 

11—20 

43 

27 

11 

7 

21—50 

24 

23 

21 

22 

51—100 

6 

17 

9 

.7 

101—200 

1 

3 

12 

9 

201—300 

2 

.. 

4 

5 

301—500 

1 

2 

2 

2 

Over 500 

•• 

1 

1 

1 
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opened in banked and unbanked areas in 
each programme is given in Table U. 

It will be seen that because of the ratio 
stipulated by the Reserve Bank, the rate of 
coverage of unbanked towns by banks 
was very much accelerated. Tn fact, during 
1965 to 1967, banks were opening on an 
average 42 per cent of the total number 
of new branches at unbanked centres, that 
is much more than the ratio of 33 per cent 
laid down by the Reserve Bank for the 
first two programmes. It is not known 
whether this enthusiam on the part of 
bankers prompted the Reserve Bank to 
raise this ratio to 1:1 for new offices to be 
opened at banked and unbanked centres. 

This technique of linking the number of 
new offices in banked areas with that in 
unbanked towns has definitely resulted in 
putting a brake on the growth of branches 
in some banked areas which still offer good 
deposit potential. In fact, the Reserve Bank 
ought to have maintained its previous 
ratio of 2:1. Similarly, in order to persuade 
banks to open a larger number of branches 
in rural and semi-urban areas, the Reserve 
Bank stipulated that 50 per cent of total 
number of new offices to be opened should 
be in rural and semi-urban areas. 

Main Problem 

One of the main problems arising out of 
the entry of commercial banks in the rural 
areas is the danger of creating duplication 
of institutional financial agencies involving 
wasteful competition. It is pertinent to 
note here that most of the official com¬ 
mittees, such as the All-India Rural Credit 
Survey, 1951-52, the Committee on Co¬ 
operative Credit under the chairmanship 
of the late V. L. Mehta, 1960, the Informal 
Group on Institutional Arrangements for 
Agricultural Credit, 1965, were in 
favour of reorganising the co-operative 
credit structure to meet adequately the 
rural credit needs. Even the report of the 
FAO Group on Agricultural Credit re¬ 
marked, “The advantage of such a com¬ 
petition even if it is leading to greater 
efficiency, is largely overshadowed by 
serious disadvantages. In all developing 
countries there is a crying need of wcll- 
trained technicians at all levels, especially 
in the fields of agricultural credit and 
banking. In these conditions there seems 
hardly to be a justification for duplica¬ 
tion of agricultural credit institutions.*' 

In order to mitigatd the problem of com¬ 
petition among the banking units, the 


Reserve Bank recently laid down a cri¬ 
terion of judging the adequacy or other¬ 
wise of the banking facilities available 
at a centre, namely one branch for a popu¬ 
lation of 10,000. Secondly, the Reserve 
Bank conveyed to commercial banks that 
the procedure of the ‘first come, first 
served' would not be applicable to centres 
with a population of 5,000 or Jess, as they 
are regarded as suitable for co-operative 
banks. Thirdly, the commercial banks arc 
expected not to cover those areas which are 


adequatdy served by co-opeeative iMuUtt 
and, if possible, utilise the services of co* 
operative banks as their agents. The 
Indian Banks'Association has already set 
up committees at state level to effect 
co-ordination between the functions of 
co-operative and commercial banks. Ulti¬ 
mately the Reserve Bank’s policy of 
branch licensing would be successful in 
avoiding conflict between these two agen* 
cies to the extent a harmonious dovetailing 
of their functions is achieved. 


Table II 

NUMBER OF BANKS LICENSED AND OPENED : 1962-69 


No. of offices licensed No. of offices opened 

Banked Un- Total Banked Un- Total 

centres banked centres banked 

centres centres 


1st programme, August 
1962 to July end 1965 
2nd programme, August 
1965 to July end 1967 
3rd programme August 
1967 to July end 1969 


385 

231 

616 

428 

241 

669 

303 

239 

542** 


382 

224 

606 

347 

197 

544* 


^Opening up of 82 offices was spilled over to the third programme 
^*In respect of those banks that have submitted proposals. 


Skill Differentials 

HASMUKH PATEL 


ONE of the most significant questions 
in economics is income distribution, which 
contains a subordinate area of study, 
wage theory. The wage theory deals with 
wage levels. It explains average or central 
wages as the single wage existing in the 
economy. But wo are quite sure that no 
modern economy has a single wage rate. 
It is proved that in every economy at any 
time a hierarchy of wage rates will exist. 
The study of this hierarchy is a study of 
wage structure. Any theory which explains 
the existence of and changes in wage struc¬ 
ture should explain relative wages and not 
the average wage rates or general wage 
levels.^ 

A wage level model can be described by 
using such variables as skill levels of 
workers, occupations, geographical loca* 
tion, the degree of utrbanizatioo, sex, age, 


etc. Wc would deal with the first variable,, 
/.c., the skill level of workers. 

The difference in wage rates of various 
groups of workers due to their levels of 
skill or training is referred to as skill 
differential. Wc have no objective measure 
to assess skill differentials, so we utilize 
data of occupational groupings to approxi¬ 
mate skill differentials. M. Reader has 
said : “In discussing occupational or skill 
differentials, we adopt a particular though 
customary definition of the wage recipients 
whom we designate as skilled pr 
skilled.”* 

The customary approach has severe 
limitations. It deals whh a part of 
labour force; an agricultural labour 
force or a self-employed labour foice, 
is normally excluded. Secondly, the act<^ 



ual re0fBsemation of the occupation by 

particular group of skilled or unskilled 
workers, itself has a limited value. 
What measure of central tendency (a 
mean or a median) should be used to 
describe the representative wage rate, is 
a question to be answered. 

We could only examine the skill differ¬ 
ential as the percentage difference between 
the chosen wage rates of the group desig¬ 
nated as skiJIcd/unskilled, or we could 
measure the absolute difference between 
them in money rates. But it is common 
to measure the differential in percentage 
terms because economists are interested 
in it as an indication of the relative welfare 
values.* If we are interested in secular 
trends, differentials based on average 
monthly or hourly earnings appear 
adequme. If we arc interested in cyclical 
trends then annual earnings data 
appears to be more suitable.”* 

Thus, we have described the term “skill 
differentials’*. But the purpose of studying 
skill differentials is yet to be described. 
The question has been answered by H. Ober 
as follows : “Wage differentials by occu¬ 
pation are of basic importance in industry. 
They provide a means not only for com¬ 
pensating workcis in accordance with 
differences in skill, effort, and working 
conditions, but also for attracting labour 
to the skilled trades which require years 
of training and investment by the workers 
of both time and money to acquire the 
essentia] skills.*’* 

Basic Importance 

The basic importance of the skill diffe¬ 
rential was realized only in the mid¬ 
eighteenth century. Lonis R. Salkover 
suggests that prior to that time there 
was a high degree of income differentia¬ 
tion between classes, but little differ¬ 
entiation in income among free artisans, 
slaves etc.* Adam Smith attempted to 
list the factors responsible for the 
differentiation of wages? and John Stuart 
Mill propounded a rudimentary theory, 
based on the idea of AristotIe*s hierar¬ 
chy of society and concluded that the 
skill differential was due to a ’‘natural 
monopoly.”* 

Thdodor SchmaJy, a German con- 
temporaiy of J. S. Mill presented a 
theory of non-coitipeting groups. The 
thooty periiaps is an .original one. He 
pre^ded four postulates: (1) Society is 
compoesd of classes differing in acceptable 
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standards of living; (2) every labourer 
demands a life of respectability within his 
class; (3) society as a whole recognizes 
respectability of a “natural right” of labour 
and employers arc thereby inhibited 
from paying an employee less than 
would enable the labourer to epjoy 
his customary standard of living; (4) 
since society as a whole also develops an 
average standard to which all class and 
group standards tend, there is always 
operative force in the direction of narow- 
ing income difterenccs. 

The English economist, J E Cairncs, 
has also presented a similar non-competing 
group theory. But this type of theory 
docs not satisfy two basic problems, /.e., 
(1) What ate the origins and the nature of 
the various non-competing groups? (2) 
What is the time-path through which 
any single group influences the wage 
structure?^ 

Mob Clusters’ Theory 

In answer tQ these questions the modern 
theorists have accepted differences in cost 
of training of wage structure. One of the 
modern theories of n'm-competing group 
is of J. T. Dunlop's theory of “Job 
Clusters'* and “Wage Contours.”*® 

M. Reader divides wage structure 
theory into two approtiches : the non¬ 
competitive approach and the competitive 
hypothesis. Most important to our topic 
arc his views that in the long run, some 
degree of competition will force a move¬ 
ment towards an equilibrium of supply 
and demand in the amount of the required 
skill mix. In the market each skill will be 
treated as a separate factor of production. 
Skill differentials will arise. Then skill 
differentials will reflect the costs of pro¬ 
ducing the required skill. 

In the analysis, of the current literature 
relative to wage structures, some degree 
of competition in the market is generally 
accepted. Pcitchinis says, “Assuming that 
most administered wage differentials arc 
responsive to the forces of supply and 
demand, it can be said that at any point 
of time differentials are governed by 
market fotx:e$_’* ** 

A psychological factor mentioned by 
L. R. Salkever should be noted here. 
He suggests that the most Important factor 
is '*Learnfng~curve** of individual worker. 
Output of workers grows as they learn 
their jobs. The curve of the lower skilled 
jobs levels off much more quickly than that 


Thus, employers 

be mentioned that 
the theoretical analysis of wage structures 
is poorly developed. Consequently, any 
discussion of such theories is necessarily 
sketchy and brief. As a result many con¬ 
flicting suggestions and ideas pervade the 
literature on the subject. 
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Nationalisation of Banks Approved 

OUR PARLIAMENTARY CORRESPONDENT 


NEW VHhHl. Saturday : 

THE controversial Banking Companies 
(Acquisilion and Transfer of Under¬ 
takings) Bill has been hustled through 
the two Houses of Parliament. 
Presumably ^^ith a view to confron¬ 
ting the Supreme Court with a fait 
accompli when the hearing on the writ peti¬ 
tions filed by Mr M. R. Masani, Mr Balraj 
Madhok and Dr R. C, Cooper challenging 
the validity of the July 19 ordinance (which 
the bill sought to replace) starts on August 
11, the government, much to the chagrin 
of theSwatanlra Party and the Jana Sangh, 
made the two Houses sit late in the even¬ 
ings. The objections raised by the tv\o par¬ 
ties were summarily brushed aside. This led 
to w alk outs by the Swatantra and the Jana 
Sangh members (except one member of the 
latter group) from the Lok Sabha on 
Monday. In the Rajya Sabha, many Jana 
Sangh members were not present in the 
House when the third reading of the bill 
was taken up yesterday evening. So only 
the Swatantra group walked out. If in the 
absence of the Swatantra and the Jana 
Sangh members, the bill was finally adop¬ 
ted by the two Houses without a division, 
there was nothing surprising about it. 

Material Changes 

But before Parliament set its seal of 
approval on the bill, it underwent several 
material changes. These include the fol¬ 
lowing : 

(f) Contrary to the provision in the origi¬ 
nal bill, the advisory boards of the 14 
nationalised banks will now consist of re¬ 
presentatives of depositors, employees, 
farmers, workers and artisan.s and other 
such persons as the government may 
appoint by a gazette notification. The 
representation may be provided to the 
above-mentioned interests cither through 
election or through nomination. 

(it) A ceiling of Rs 15 crorcs has been 
put on the paid-up capital of the nationalis¬ 
ed banks. The capital structure of each 
bank will be worked out when tlie re¬ 
organisation scheme is drawn up. 

(///) Provision has been made in the bill 
to split the nationalised banks into two or 


more corporations or to merge them with 
each other or with other banks. (The Law 
Minister clarified that this provision had 
been made to provide for contingencies. 
For the present, the Prime Minister’s state¬ 
ment that none of the nationalised banks 
would be amalgamated stood.) 

(/v) Dropping the idea of paying compen¬ 
sation to the shareholders of the nationali¬ 
sed banks directly, about w hich notice had 
been given by the Law Minister, Mr 
Govinda Menon, through an amendment, 
the bill, as adopted by the two Houses, 
retains the original provision that the share¬ 
holders vyill receive compensation through 
the “original” banks. 

Mode of Compensation 

(r) The “original” banks have be?n given 
the option of receiving compensation in 
lO-year government bonds bearing 4.5 per 
cent interest or in 30-ycar government 
securities carrying 5.5 |K*r cent interest. 

(vi) Provision has also been made in 
the bill for the payment of interim com¬ 
pensation, The “original” banks can ask 
for an inteiim cash payment equivalent to 
50 per cent of their paid-up share capital 
on the undertaking that it would be dis¬ 
tributed among the shareholders. The pay¬ 
ment is to be set olT against the total 
amount of compensation payable. 

(vii) Instead of the market value of the 
land and buildings owned by the nationali¬ 
sed banks being taken into consideration 
while computing the assets of these banks, 
provision has been made in the bill to 
adopt "‘the ascertained value” as the basis 
for computation. The value will be arrived 
at according to a formula laid down in 
the second schedule. 

(viii) Provision has also been made in 
the bill, through several amendmcnt.s, for 
making some clauses of the Deposit Insu¬ 
rance Corporation Act and the State 
Agricultural Credit Coiporation Act appli¬ 
cable to the nationalised banks. 

A large number of other ofiicial amend¬ 
ments, seeking to clarify certain clauses of 
the bill, were also passed. Several opposi¬ 
tion members co(ntinued to demand the 
nationalisation of foreign banks as well as 
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the Indian banks which have deposits agg^ 
regating less than Rs 50 crores. But the 
Law Minister turned down this plea. 

Following the adoption of the bill, 52 
members of Parliament, mostly belonging 
to the Swatantra Party and the Jana Sangh,. 
have appealed to the Acting President, 
Mr M. Hidayatullah, to withhold his con¬ 
sent to it. They have pointed out that an 
important constitutional i.ssue—the inter¬ 
pretation of Article 123 of the Constitu¬ 
tion—is before the Supreme Court. The 
Supreme Court, they have urged, should 
not be confronted with a fait accompli as 
Parliament was faced wnth one iirthe shape 
of the July 19 ordinance. 

The Lok Sabha also passed this week 
two other bills : (/) Members of Parlia¬ 
ment Salaries and Allowances^ Bill 
and (//) Central Sales Tax (Amcndrhcnt) 
Bill. 1 he former bill sought to enhance 
the daily allowance of the members 
of Parliament from Rs 31 toRsSl 
and to provide to them some addi¬ 
tional traval and other facilities. The latter 
bill sought to validate by replacing an 
ordinance issued earlier, the imposition of 
central sales tax on certain categories of 
merchandise entering inter-state com¬ 
merce even when they are exempt from 
state sales tax. The Delhi Shops and Esta¬ 
blishments (Amendment) Bill, which aimed 
at widening the coverage of the parent 
act so as to bring within its scope appren¬ 
tices, piece-rate w'orkers and persons em¬ 
ployed on commission basis, was adopted 
by the Rajya Sabha. 

Vehement Opposition 

The Gold (Control) Amendment Bill, 
which seeks to replace the ordinance on the • 
subject issued some time ago following a 
Supreme Court judgment declaring certain 
provisions of the original act invalid, was 
debated inconclusively in the Lok Sabha. 
The bill was vehemently opposed by Mr 
K.L. Gupta (JS) who contended that the 
Gold Control Act had failed totally to 
secure its main objective of bringing down 
smuggling and checking the decline in the 
value of the rupee. 

Mr Gurdfal Singh Dhifibn, a former 
Speaker of the Punjab Assembly, has been 
unanimously elected as the Speaker of the 
Lok Sabha following the resignation of 
Mr Sanjiva Reddy from this august office 
after his nomination by the Congress 
party for the presidentship of the Union 
of India. 
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WINDOW ON THE WORLD 

A NEW NIXON FACES OLD ASIA 

H.R- VOHRA 


WASHINGTON ; 

THE main object of President Nixon’s whirlwind tour of Asia 
within seven months of assumption of office was to demolish the 
Asian image of the old Nixon who, as Vice President, subserved 
the Dulles policy of unlimited commitments and military alliances. 

He needs to be judged as an iconoclast. His discomfort can 
be gleaned from his contradictory oratory. Ho found that it is 
easier to build images than to replace them. 

The reason is predictable. It lies in President Nixon’s message 
and Asia’s expectations. “We will have no more Victnams.” 
This is the heart of the new US policy. But no sooner had Presi¬ 
dent Nixon stated it, he found he had to make exceptions which 
nearly smothered the idea before it sprouted. 

No more Vietnams means, firstly, no more military entangle¬ 
ments involving the use of American defence forces. At the face 
of it, this would appear to be easy of accomplishment. In fact, 
it hides a snare which could make involvement inevitable. 

The danger lies in the possibility that such a bland interpreta¬ 
tion could be read in Peking as an invitation to fill the defence gap 
wherever it exists and to lap up areas which its maps claim arc 
cither former Chinese territories or former Chinese dependencies. 

Misreading of Signals 

President Nixon knows that would-be aggressors have often 
been tempted by a misreading of signals. Hitler thought that 
America was too isolationist to be concerned with the fate of 
Europe. North Korea jumped upon the South shortly after 
Secretary of State Dean Acheson made a controversial speech 
which excluded Korea from the US defence perimeter in the 
Pacific. That speech, his critics charged, precipitated the Korean 
war. 

I3ean Acheson had also said that “it would be utter defeatism 
and utter madness in our interests in Asia” for the US to abandon 
its support of South Korea. But his critics ignored the caveat and 
flayed him for the other half of the passage when the war broke 
out. Henry A. Kissinger, President Nixon’s principal foreign policy 
adviser mentions this incident in his classic: Nuclear Weapons 
and Foreign Policy. 

No more Vietnams, therefore, is not intended to convey to 
Peking or other potential troublemakers that the US will absolutely 
not fight in the defence of the aggrieved and the threatened. It 
would be thoroughly wrong of Peking, for instance, to interpret the 
Nixon doctrine to mean that it can make hay in Thailand, Formosa 
or South Korea. These countries are tied to the US by treaties 
and have nf cause to fear that they would be dropped from the 
protective US umbrella. Nor have many other countries, such 
as Japan, the Philippines, Australia and New Zealand, any reason 
to doubt that the US will continue to abide by its treaty obliga¬ 
tions. 

The presidential intention to stand by the Pacific treaties is 
borne out by two unquotable briefings, one here in the White 


House by presidential advisets and one in Gaum by the President 
himself. His speech in Bangkok was also tailored to killing local 
fears. It was old fashioned in its sentiments. 

•'The United States will stand proudly with Thailand against 
those who threaten it from abroad or from within.” He also 
used all the comforting phrases concerning “common ideals” 
“freedom” and “those deep spiritual and ideological tics that 
bind”. The directness of the consoling statement must have gone 
home not only in Thailand but also in other allied countries. 

What surprised Washington observers was his commitment 
to Thailand in case of “a threat from within.” This implied that 
what held good for Thailand in respect of internal insurgency 
would also hold good for many other countries making a mince 
meat of the “new” Nixon doctrine. 

The Ihai Stand 

The discomforting nuance was partly overcome by a joint US- 
Thailand statement that the Thais were not asking for US troops 
to deal with problems of their internal security. This, however, 
left open the possibility of US assistance should communist 
forces from Laos or North Vietnam directly intervene across the 
Mekong River border. 

Thus, it appeared that American military assistance, including 
despatch of American ground troops in certain circumstances is 
not to be precluded while helping an Asian nation fight an invader 
from another country under President Nixon’s “new” Asian 
policy. 

It is already manifest (Is it not?) that both geographically and 
otherwise exceptions far exceed the number of countries to which 
the new doctrine applies. The instance of India supports this 
view. In the two unquotable briefings. President Nixon and his 
aides recalled that in 1962 the US came to the aid of India. The 
aid would have enlarged but for the Chinese withdrawal. India’s 
non-alignment did not stand in the US way. India sought help 
and gained it because it is loo important a country to bo 
ignored. 

President Kennedy fell that helping India was in America’s 
national interest. India, likewise, came to the dramatic conclusion 
that seeking help from the US was not barred by its traditional 
allegiance to non-alignment and was, in fact, consistent with it. 
The assistance which began to flow was the product of a meeting 
of minds under unusual circumstances and could be repeated if the 
threat recurred. 

Thus, if India is also eligible to US military assistance in an 
exigency, the question arises what precisely is the new Nixon 
policy ? 

I guess it can be surmised that whatever the new policy, 
only a few countries are seriously affected by it. It could even 
cover an ally like Pakistan. The US would be much less willing 
to help it than India. President Nixon did not hide that relations 
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between the two countries had been troubled of late while relations 
between India and the US had grown smoother. 

India's eligibility to assistance in a crisis is enhanced by its 
proven determination to defend itself against an aggressor, an 
important new critieria of assistance. Under it only a country 
willing to help itself would receive US military aid. 

The core of the difference between the old and the new policy, 
despite its geographical limitations, lies in the US desire to change 
the mood and the premises of American responsibility. In the 
'fiftecs, the US would have asked few questions before plunging 
into assistance. Now it will examine each case on its merits. 

In the ‘fifties, most countries were militarily impotent and the 
US acted as if their defence was in its interest. The assumption 
explained the intricate network of defence pacts which the US 
wove around itself. 

Now the US seeks to put the primary burden of defence on 
individual countries both in matters of external aggression and 
internal insurgency. This means that each country must show 
that it has done all it can to defend itself on both counts. This 
w'ould even include economic and land reforms to promote inter¬ 
nal stability. 

Each country must also fight its own “war of national libera¬ 
tion" with measures suited to each occasion. To this extent, the 
US has reduced its military responsibilites passing them directly 
to the countries of the region. The cue is taken from the success 
achieved by India in concert with Burma in meeting the influx of 
China-trained Nagas and the common measures taken by Thailand 
and Malaysia and also by Malaysia and Indonesia. 

All this sounds as if India's views have won the day. I am 
afraid this is only a half-truth. The Nixon doctrine also envisages 
that Asian countries, motivated by common fear of China, would 
seek to concert defence measures. This is where India and the 
US part company. There is a lacuna in the thinking of both. 
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The US does not adequately recognize the service bidia renders 
to regional defence and stability as a guardian of its long Himala¬ 
yan border. It has preferred to put all its concern into the Viet¬ 
nam basket. While wanting India to maximize its own defonce- 
effort, the US does* nothing to buttress it. 

It has unilaterally abrogated its military assistance agree¬ 
ment with India in deference to an artifical equality with Pakistan. 
In this respect, the blatant aggressor is treated at par with the vic¬ 
tim of aggression irrespective of the consequences to the defence 
of the subcontinent, a responsibility which India mainly bears. 

Beam in Indian Eye 

There is also a beam in the Indian eye which India declines to 
see. It acts as if the defence of India begins and ends with the 
defence of the McMahon Line and is unrelated to the defence of 
the rest of the region. For this reason, it declines to think regio¬ 
nally as, for instance, regarding the brittleness of Burma and the 
threat to Laos and Cambodia. 

it seems equally oblivious of the growing power gap in the 
Indian Ocean and the need to defend this vast area. It is content 
to emit statements that no big power should build bases in it. 
It relics on the theory that there is security in vacuum though the 
desire contradicts its history. It seems to have forgotten that not 
many years ago, the Japanese occupied the Andamans and the 
Nicobar Islands and, earlier, the British, the French and the Portu¬ 
guese invaded India from the Indian Ocean. 

Further development of Indo-US relations would partly depend 
on US realisation that the integrity of India is worth strengthening 
actively. Likewise India must recognize its destiny and responsi¬ 
bility as the most important Asian power, outside of China. 

It has yet to learn to think big commensurate with its size, 
resources, location and population, dovetailing its own effort with 
those of others in all matters of common interest, not excluding, 
defence. 


EUROPEAN REACTION TO INDIA’S BANK NATIONALISATION 

JOSSLEYN HENNESSY 


I 

FURTHER NATIONALISATION FORESEEN 

LONDON : 

IT is not my job to comment on India's domestic policies, 
but this page is after all, headed Window on tfh* World and if 
India's leaders will turn for a moment from internal political 
scene to look out of my window, they may care to see how the 
world outside is reacting to the decision to nationalise India's 
14 biggest banks. 

British, American, West German and French businessmen 
with interests in India, with whom 1 have been talking, arc shocked. 
While it is true that the 15 foreign banks in India—four British, 
three American, one French, one Dutch, two Japanese, two Pakis¬ 
tani, and two Hong Kong—are not to be nationalised, all foreign 
observers fear that the nationalisation of the Indian banks, appro¬ 
ved by an overwhelming majority in the Lok Sabha (with 
communist and socialist speakers demanding the inclusion > 


of foreign banks and the repeal of compensation) will have star¬ 
ted a movement towards further nationalisation, which will prove 
impossible to stop or to confine to the banks. They consider that 
nationalisation must now be regarded as a hazard for all foreign 
enterprises, and that this may increasingly affect the flow of foreiga 
investment to India. 

It may be that India's political leaders will hasten to make 
public statements reassuring foreign investors, but my conversa¬ 
tions lead me to report that any such statements will be received 
with polite smiles. 

"You can’t put the clock back on nationalisation," a French 
industrialist said to me. 

"What about denationalisation of Preusag, Volkswagen and. 
VEBA in West Germany?” I asked. 

"Ail political parties in the free market climate of opinion of 
postwar West Germany agreed to denationalise cnterpfis>es 
nationalised by Hitler. There is no comparison with India^ 
where the climate of Opinion has always been predombiantly 
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sociiUist aa4 the party in power has jtist reaffirmed its faith in 
«ocja]ism*\ 

A US businessman lecalled a United Nations report which 
described the present as a time of crisis in the whole field of 
development financing. Not only has the growth in the net 
flow of official aid become sluggish bi,it the balance of payments 
problems facing the USA, France, and the UK—the three chief 
donor countries—make unlikely any rise in the current rale of 
$ 7,000 million a year, (Table I) while the recipient countries face 
rising debt repayments and interest charges. 

Can private investment fill (hegap? It would first be necessary 
to dissipate a widespread misconception about the chief aim of 
private (preign investment, which is to cam profits commensurate 
to the degree of risk. The governments of recipient countries 
put development first, but to a private investor this is a by-product, 
not an objective. 

Nevertheless the vast majority of developing countries insist 
(as, for example, at UNCTAD-Jl) that they seek an adequate 
volume of private foicign funds to supplement their inadequate 
domestic savings and receipts of official loans and grants. 

I take it that India's political leaders subscribe to this view but 
some of their recent declarations suggest that they see no contra¬ 
diction between the decision to nationalise 14 Indian banks and 
their desire that foreign private investment should continue to 
supplement inadequate official aid. If so, they do not understand 
the motives, mechanics and criteria of foreign investment. 

In 1961-65 the increase in the flow of UK direct private 
investment concentrated largely on sterling area countries— 
Australia and South Africa, and on Europe and North Amercai 
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(See TUble II)* As a total directed 

to the developing countries to 20 per ceat. 

Out of this balance, w'hich averagedXlS^llion a year, south^st 
Asia and east Africa received just under one-fifth. Special factors 
afiboted these figures, but it remains true that the developing 
countries as a whole attracted a declining proportion of available 
tXinds, although certain areas continued to receive a very high 
proportion of the total inflow—not least India. Historical tics 
and membership of the sterling area explain this, but all with 
v\hom I talked this week—British, continental Europeans, and 
Americans—agreed that India's new policy has weakened these 
ties. 

II 

PRIVATE FOREIGN INVESTMENT IN INDIA 

The Reserve Bank of India’s study of foreign investment in 
India coveting 1961-65 was encouraging because it showee^ 
that despite the problems that plagucsd India’s economy in 
those years she continued to attract foreign capital on a large 
and increasing scale, at an annual average of Rs 700 million 
(gross) or Rs 570 million (net). This inflow produced an 
annual increase in the value of outstanding foreign investment 
in the private sector of 40 per cent (Rs 6,798 million) 
distributed in 1965 as shown in Tabic III. 

Although Tabic IV shows that the UK still accounts for nearly 
60 per cent of total foreign private investment, the USA is now the 
most important source, contributing nearly two-thirds of total 
net inflow in 1963-64 and over half in 1964-65. Nevertheless 
one important aspect of UK investment, apart from its still 
substantial amount (33 per cent in 1964-65), is the change 


T\BL£ I 

FLOW OF FINANCIAL RESOURCES FROM D.A.C. COUNTRIES 
NET DISBURSEMENTS, S MILLION 



1961 

1962 

1963 

1964 

1965 

1966 

1967 

Ofiicial Bilateral 


5,433 

5,707 

5,476 

5,753 

5,970 

(6,209) 

Multilateral 

751 

526 

364 

379 

449 

536 

(770) 



— 

— 

— 

- --- 

— 


Total Official 

6,o:s 

5,949 

6.071 

5,855 

6.202 

6,506 

(6.970) 

Private Bilateral 

3 . 1:1 

2,333 

2,575 

3,147 

3,980 

4,028 

(4.110) 

Multilateral 

91 

247 

31 

138 

248 

28 

(280) 

Total Private 

3.212 

2,580 

2,544 

3,285 

4,227 

4,056 

(4.390) 

Total Official and Private 

9,240 

8,529 

8,615 

9,140 

10,429 

10,562 

(11,360) 


Source : OECD. Development Assistance 1967 and Recent Trends. 
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in its distribuiion. Thus, whiJ© UK holdings still cover virtually 
all foreign investment in plantations, the inflow of new funds 
to them is negligible. On the other hand, the value of UK 
investment in manufacturing was increasing rapidly in chemicals, 
food, drink and engineering, and was building up in the oil and 
service industries. 

Overseas private investment is either direct companies 

in subsidiaries, often by retention of profits) or indirect through 
an institution via capital markets, export credits, or development 
hanks. 

In 1962-66, developing countries issued bonds on the world's 
capital markets at an annual average of si75 million, about 
J38 million above the 1957-62 average, but only S20 million 
more than for the early 1950s. 

These figures show how difficult it is for developing countries 
to raise private funds on the capital market. Among the reasons 
for this arc the low credit standing of many developing countries 
and the high level of interest rates in recent years. Those deve¬ 
loping countries with historic ties with the London market 
Commonwealth countries) and New York (Latin America) have 
been better placed tlian others. 

But the outstanding reason for the failure of world markets 
to supply adequate funds to the developing countries is their 
inefficiency (apart from the London and New* York markets), 
which compels even some I uropean countries to borrow- abroad 
despite their high rate of domestic savings. Tliese markets arc 
inefficient because they arc essentially organised to satisfy govern¬ 
ment Ix'iTOwing rather than to mobilise funds for equity invest¬ 
ment. 

Mrs. Gandhi's Puzxling Allegation 

Yet this is precisely the situation that India's political leaders 
now wish to boost in India. Mrs Gandhi told the AICC 
meeting that “the resources of banks should be reserved to a larger 
extent for public purposes*’; the banks could make available 
another Rs 200 crorcs for the public sector. Rebutting sugges¬ 
tions that this would reduce cicdit to trade and industry, Mrs 
Gandhi alleged that in times of credit squeezes “private industry 
somehow- adjusts itself. They mobilise deposits on their own. 
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NET U.K. OVERSEAS INVESTMENT: 1961 1966, 

£m 



1961 

1962 

1963 

1964 

1965 

1966 

Australia, South Africa 

44 

64 

91 

111 

100 

84 

Europe 

40 

49 

59 

45 

53 

71 

North America 

40 

18 

20 

35 

41 

61 

Total developed countries 

124 

131 

170 

191 

194 

216 

South Asia, Fast Africa 

18 

19 

13 

17 

19 

1 

All other countries 

84 

59 

53 

56 

97 

59 

Total 

226 

209 

236 

263 

308 

276 


cut their inventories or bnng in unaccounted money and soine- 
how manage.” 

This is one of the most curious and puzzling allegations ever 
launched by a responsible national leader wholesale against a 
nation's bankers, traders and industrialists. Mrs Gandhi sdid» 
in effect, that no credit squeeze can succeed in India because the 
private sector possesses (a) huge enough hidden resources, and 
(6) the organisation, successfully to engage in a gigantic con* 
spiracy against the government and the Reserve Bank. Mrs Gandhi 
concluded that the extra Rs 200 crores that could be extracted 
harmlessly from the banks should be invested in securities for 
“quick-yielding schemes like minor irrigation programmes, rural 
electrification, fisheries etc.” 

No allegation or statement by any national leader in any country 
that comes readily to mind has done more to undermine at one 
stroke the confidence of foreign industrialists and investors• 

As a Frenchman pul it to me : “Mrs Gandhi can't be blamed 
if her university studies did not happen to include economics. 
Innumeiable other national leaders have never studied economics. 
But that after three years as Prime Minister, Mrs Gandhi has 
not only failed to absorb any elementary ideas on economics 
but actually lives in a world of fantasy—!“ Words failed him. 

In illustration of the extent of the Prime Minister’s incompre¬ 
hension my friend pointed out that the government docs not 
need to nationalise the banks to raise an extra Rs 200 crorcs. 
The Reserve Bank can, at any time considered justifiable, raise 
the banks' liquidity ratio and so obtain extra investment from 
them. 

If the Government of India's new policy is to gear the nationa- 
alised banks to satisfy the government’s need to borrow, it will 
have taken yet another step towards destroying India's capital 
market. What India’s present political leaders do not realise is 
that in the Calcutta, Bombay, and Madras stock exchanges 
(modelled on British lines) they once had three of the most efficient 
capital markets in the world, comparable in sophistication with 
those of London and New York. Socialists in all countries, 
however, regard stock exchanges us casinos. It was Mr F. 
Shinw-ell who, after the Labour government’s policies had re¬ 
duced total values of quoted shares by millions of pounds, said 
that he “laughed like a drain’’ when he thought how the specula* 


Table III 

OUTSTANDING FOREIGN INVESTMENT IN INDIA, 
AS AT MARCH 1965 


Country 

Rs 

million 

Industry 

Rs 

million 

United Kingdom 

5,293 

Manufacturing 

4,586 

United States 

1,923 

Petroleum 

1.778 

Germany 

245 

Services 

1,662 

France 

197 

Plantations 

1,211 

Other 

1,700 

Mining 

121 


9,358 


9,358 
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ton* ibigM were burnt. Because the physical s^dc of eqiupment 
and goods had not changed overnight, he evidently thought that 
the hatioft*8 wealth was unchanged despite die fall In what he 
would have called “paper values^. This is the fallacy that 
f goods are worth what they cost to produce. If they wore, the 
world would be a businessman's paradise because he could never 
lose a penny. Unfortunately goods are worth only what you can 
get for them In the market, and the market’s assessment takes 
f into ac^unt the repercussions of political decisions on the demand 
for, and supply of, investment funds. 

Of course, India docs not genwat© enough domestic savings to 
finance all the development that she would like, but if government 
policies had enabled India’s stock exchanges to function freely 
and share values to rise steadily ^or even—why not?—to soar), 
the volume of domestic savings mobilised could hav‘5 been 
enormously higher. In particular, increasing switches out of 
barren gold into shares multiplying goods and services would 
have been certain. 

How Creditworthy Is India ? 

Although plans for the reform of Europe’s inefficient stock 
exchanges continue to pullulate, none arc likely to mature soon, 
so that India cannot expect to raise money from them, but there 
docs exist another fabulously potential source—the Eurodollar 
market. If, however, you want to raise funds there, you must be 
highly creditworthy. Now. virtually all developing countries 
appear to accept fatalistically that they cannot be highly credit 
worthy. This is nonsense. A developing countiy’s credit rating 
depends on (/) its domestic political stability (a revolution-prone 
Latin American republic or one that nationalises and appropriates 
foreign enterprises will rate low), (/V) its geographical distance 
from, and political relations with, unstable neighbours (to be 
close to the Israeli-Arab conflict is no help), (Hi) the potential of 
its resources (a sub-tropical country is likely to be wealthier than 
one within the Arctic circle), <iv) its policies towards foreign 
investors, experts, and national participation, and above ail 
(v) its recognition that the prime aim of the foreign investor is to 
make the highest profits over a reasonable period. Any within 
India who dismiss these points as platitudes should look out 
through my window on the world. They will sec, first, that 
these platitudes arc taken seriously and, secondly, that current 
opinion in Europe and North America is that investment risks 
in India are soaring under points (i), (v), (iv). Mrs Gandhi’s 
stray thoughts to the AICC, the overwhelming voie in the Lok 
Sabha, and the demands of the socialists to include foreign 
banks and to repeal the clauses on compensation may, for all 1 
know, make political sense in India. But don’t forget that the 
world is listening in to your domestic debates and drawing its 
own conclusions. 

ill 

FOREIGN BANKS* CONTRIBUTION TO INDIA 

In Match 1969 total deposits of foreign banks were Rs 458.67 
crorets, or 10.4 per cent of all scheduled banks, and total rupee 
credit extended by foreign banks were Rs 379.76 crores. Foreign 
banks had hitherto continued to increase their branches in India 
<at present totalling 115). An important new development has 
been the rise in deposits from local sources, which has depended 
banks' efficiency in attracting a new type of customer, 
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the individual saver, ahid the higher level of 

domestic savings on which economic development depends* 

Press reports say that foreign banks are to be prohibited from 
accepting transfers of accounts from Indian banks. The serious^ 
ness of the repercussions of this prohibition on the Indian banking 
system seems to have escaped the politicians: it means first, the 
end of competition between Indian and foreign banks, which 
promoted efficiency in both and, secondly, it diminishes the scope 
for the expansion of the foreign banks’ business. 

Either the stagnation of their business or their departure would 
be a loss to India, because foreign banks are now an integral part 
of the banking system of each overseas country in which they 
operate. Their specialist role in foreign trade and in industrial 
and commercial finance enables them to play a majoi part in inter¬ 
nal economic development. The international character and 
networks of the foreign banks enable them to make a unique 
contribution to developing countries by providing their customers 
with a truly international service. These banks naturally acquire^ 
interests in other banks operating in countries which have 
geographical or economic tics with each other. Thus, National 
and Grindlay’s holdings include 40 per cent in the Addis Ababa 
Bank of Ethiopia, 25 per cent in the Bank of South Arabia and 
10 per cent in the National of Dubai. These investments are 
important not only because of the siz^. of the funds at stake but 
also because of the links w'hich these banks, by their association 
with National and Grindlays’, have acquired with India, the 
UK, and the whole international banking community. SimiJarly 
National and Grindlays* decision to set up in Europe meets a 
new and rapidly growing need within the developing countries. 

Sophisticated Banking System 

Just as India had three of the world’s most sophisticated stock 
exchanges, into w'hich political spanner after spanner has been 
thrown, so until now India has had one of the world’s most 
streamlined and sophisticated banking systems. Its mingling of 
Indian and foreign banks, both with branches in India and all 
over the world, in legitimate competition enabled it to make to 
Indian and to world trade a real contribution, the size and value 
of which may be better appreciated when a few years of nationali¬ 
sation have diminished it. It was part of the international net¬ 
work of which, I should have thought, India would have been 
intensively proud. By nationalisatng her 14 most succcssfhl 
banks India has contracted out of the international network. 


Table IV 

DISTRIBUTION OF UK INVESTMENT IN INDIA 
AS AT MARCH 1965 



Rs 

Million 

As propor¬ 
tion of 
total UK 
investment 
in India 

As propor¬ 
tion of 
total 
foreign 
investment 

Manufacturing 

1,911 

36 

42 

Petroleum 

1,166 

22 

66 

Services 

937 

18 

56 

Plantations 

1,207 

23 

100 

Mining 

72 

1 

60 

Totai. 

5,293 

100 

57 
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Ary Indian politician v»ho argues that chitoge in the owneiihip 
of a bank will not affect its business understands neither human 
nature nor the mechanics of business. European industrialists* 
investors, and other potential customers, will not now have the 
same confidence in what to them will be a bank owned by a 
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i$ my Job to Imp Windbw oh ifbr 

out upon what I see. If you don't like what I show yotit doh^t 
blame me. 1 am a reporter. I neither formulate India's domestic 
policies nor dictate overeas reactions to than. 


SDK’s: CHILL WINDS OF ADVERSITY1> 


E. B- BROOK 


VIENNA : 

THE long-delayed decision by the Group of Ten officials 
to recommend to the International Monetary Fund (IMF) con¬ 
ference in September the issue of the first batch of Special Draw¬ 
ing Rights (SDRs) gives at least promise that the world monetary 
situation is at last beginning to move away from the long crisis- 
series episode that has bedevilled it for much of this decade and, 
on a longer view, since the late 1920s. 

It has been a bard struggle to get some governments to agree 
to even the most elementary and most obvious solution to what 
was becoming a chronic situation; for this the French, especially 
France under de Gaulle's guidance, have been very largely to 
blame. 

Though the amount of SDRs recommended has not been 
revealed officially it is a fairly open secret that the Group decided 
in Paris to create some ^3-5 billion worth of “paper gold” annually 
for three years. At the same time the officials agreed to augment 
the present 821.3 billion worth of IMF quotas by an additional 
six or seven billion dollars. This is considerably more than 
the 25 per cent rise agreed to in 1964. 

The agreement represents a major compromise in the two-year 
contest between the United States, which has steadily advocated 
a massive and longer-term injection of SDRS and the more 
conservative of the European continental nations. 

All major industrial countries have long been agreed that more 
world reserves were needed to meet the financial requirements of 
rapidly expanding international trade. But several of the European 
countries, innately cautious, canny and small-scale in outlook 
and made the more suspicious by years of unkept British and 
American promises to correct chronic balance of payments 
deficits, were wary of the potential inflationary risks involved 
in the creation of SDRs which, put in plain language, mean fairly 
continually extended credits to all IMF members, including those 
who have licen heavily and even increasingly in debt for years. 

Tragic Experience 

The attitude of the more conservative Europeans, though 
irritating, deserves more understanding than it has received in 
many quarters, especially in the debtor quarters. Both France 
and Germany have had tragic experiences of inflation and devalua¬ 
tion alter both the world wars when the present debtors were 
often, even consistently, unsympathetic and when there were no 
SDRs or other international devices to help them out of their 
plight. 

The conservatives' solution has always been to increase drawing- 
right quotas which, unlike the relatively free-and-easy SDRs are 
subject to IMF disciplines and can be employed in practice only 
when a country is in deficit. As, however, some major trading 


countries appear to be almost permanently in deficit, the distinc¬ 
tion is felt to be more apparent than actual. 

The Group of Ten’s recommendation will, after approval by 
the governments of the member countries, be presented to the 
managing director of the IMF who will then make the formal 
recommendation to the IMF conference in September for 
Special Drawing Rights activation and a quota increase. Since 
the Group of Ten nations have the majority voting rights in the 
IMF it is almost certain the motion will be carried. 

Distribution of the SDRs will at first be made on the basis of 
the present quotas. This means that the USA would receive a 
little moic than $700 million in the first year, the UK S350 million, 
France 8150 million. West Germany S175 million and Japan 
.5110 million. The proposed quota enlargements will means 
that slightly less than half of the six to seven billion dollars of 
new money the IMF will get will come from the Gioup of Ten 
countries, particularly from Japan, Italy and France, all of which 
are anxious to increase their quotas. Their increase in "quota 
contributions will moan a corresponding increase in their voting 
power within the IMF and a possible loan to the Common 
Market. 

Quiet Expedient 

The explosive political implications involved in wider schemes 
of currency and exchange reform almost undoubtedly helped 
the Group of Ten to decide on the relatively quiet expedient of 
making more credits available to those with trade balances and 
currencies out of gear and their success in achieving quota 
increase—which will mean more influence within the IMF by the 
French, the Japanese, the Dutch and the Italians—suggests that, 
this facility may be fairly strictly controlled, especially in its first, 
few years. 

Their caution will probably be justified for the debtor nations, 
such as the UK and the USA, have been very (]uick to point 
out that, in their opinion, the rapid rate of giowth in world trade 
should be matched more closely by a growth in world reserves. 
In others' view this argument can be interpreted to mean that 
ability to spend should always be matched by the amount of 
money available for borrowing and that borrowing should be 
long-funded to avoid burdens in financing early lepayments. 

Agreement on these points will ceitainly not be universal and 
even the debtors anxious to borrow should bear in mind the 
inadvisability of establishing awkward precedents. The surplus 
countries of today have known hard times and are the cautious 
ones. The debtor countries are those whose fortunes blossomed 
in the last two centuries; the present perplexities of the pound 
and the dollar aie their first expetience of the chill winds df 
adversity. It is unlikely that they will And the new credit fhcllidet. 
to be without brakes or watchful eyes on their use. 



A Political Prog^nosis 

THE EDITOf? 


IN THE 22 years since India becumc independent of British 
rule, the nation has had to face a number of crises, economic or 
political, internal or external. There were times when massive 
food assistance from the L’nited States and other friendly foreign 
countries was needed to prevent famine in the land. There was 
the occasion when one of the world’s most powerful military 
powers broke through our north and north-eastern defences and 
forced its way into our frontier states. Episodes, sucli as these, 
are not new to our histoiy, but what was certainly new in the 
India of the last 22 years was the spirit which these pressures 
evoked in the nation. Gone was the fatalistic acceptance or the 
philosophic resignation of a people reconciled by its faith and 
tradition to the vagaries of the gods or the vicissitudes of fortune. 
In the place of that old India has come a young India, no doubt 
unsure of foot and uncertain of dircctiun, but clear in its own 
mind of wanting to become contemporary with the rest of the 
world and responsive to the challenges and opportunities ot 
science and technology and all the other dynamic forces of toda> 
and tomorrow. 

There is. thus, an intellectual awareness, a mental alertness 
and perhaps an emotional maturity in this India of ours as it 
prepares itself, in the 23rd year of its freedom beginning on this 
15th of August, to meet the difficulties and dangers inhering in 
the continuing processes of nation-building. It would, therefore, 
be reasonable for us to be hopeful of the future, but without 
being complacent about it. The times ahead certainly promise 
to be more exacting before they become rewarding. The nationV 
^icatest trials—and, let us add, its gravest perils- , however, w ill 
not lie in the conspiracies and stratagems of malignant foreign 
powers, but may well be found in the dissentions that are surfacing 
in its body-politic. Although the conflict and clash of sectional 
interests is a natural condition of human life in the mass and 
the aim of civilized political and economic systems is to bring 
order into this disharmony through means and methods generally 
accepted or acceptable to the men and women who have chosen 
to function through these systems, there occasionally strikes an 
hour in the history of a nation when the strains seem to be or 
even actually are too strong for the systems. When that moment 
arrives^ history loses abniptly its even tenor and becomes the 


creature of circumstances which are disorderly and perhaps 
even violent. 

To us of this country', recalling once again the event of our 
Independence and celebrating yet another anniversary in order to 
recapture in our imagination and thought the force of this miracle 
and its mes.sagc, tlie anxious question now is whether we arc to 
be called to bo witness to a moment in history such us this. It 
will be easy to dismiss this questioning as a melodramatic gesture 
to a ceremonial landmark in the national calendar, but a may be 
unwise to do so. The suddenness, as energetic as it is unexpected, 
with which the community of the Indian people has been shaken 
up in recent weeks, not so much by the actual trends of events 
as by new and impatient strains of thought may well spell a 
break with the past for which the nation as a whole is clearly 
far from being prepared. 

This development has been most impressively pictured by the 
attitudes which arc now struggling to capture the mind and 
machinery of what is still the nation s main organised political 
force and institution, »/r., the Congress party. A section in this 
party, at the head of which the Prime Minister has placed herself 
and which, consequently, has become powerful in the functioning 
of the central government, seems to have taken it upon itself to 
alter the direction of the economy and force the pace of the 
changes it considers necessary or desirable, ft is no longer being 
assumed by this section, apparently, that a government or a 
political party functioning in a democratic context has an 
obligation to educate or persuade public opinion to go along 
with it. Instead, there is an excessive dependence on propaganda, 
pure and simple, for building up a political context in which the 
chosen programme could be carried through in the face of dissent 
or diflfcrcnccs of views in the community. In other words, what 
we have here is certainly not a case of a majority reasonably 
convinced of the wisdom or propriety of its views justly seeking 
to exercise the rights accruing to it in a democratic political order, 
but an example of a section of political opinion, advantageously 
placed for the moment, using the opportunities available to it, 
accidentally or otherwise, to dominate other sections of opinion, 
largely through the clever and poihaps not too scrupulous acti- 
visation and exploitation of certain prejudices and passions 
which must lie dormant in any community where the poor are 
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numerous and the number ot the ignorant 
Or the ifliterate is legion. 

The impetus for this movement, as we 
have just noted, has come from a section 
of thc^ongroj^ party, 
be in Mpo$iti«W aut| 
governmenti^f^l^ hoi 
that tw pidvocatfeh fdr thisTlWBiepr 
has to be sought over a wider area of poli¬ 
tical activity. Following the last general 
election and in the wake of the subsequent 
mid-ttuga(i^cc^ons.»iQ Of, the states, 
the pofiiiciu forces of the lefi have become 
more organised and effective. They are 
also now in a position to use, in the case of 
West Bengal and Kerala, govermnental 
authority at the level of the states, to work 
up an effective confrontation with political 
forces of the centre or the right. This 
strategy seems to have been successful 
in persuading that section of the Congress 
party which has the Prime Minister at its 
head to believe that the party’s political 
future lies in out-bidding the left for the 
support of the electorate, when the next 
general election comes along. This 
could be, in a large measure a reaction to 
the unexpected setbacks suffered by 
the Congress party at the last general 
election and its failure to improve its 
position sufficiently at the subsequent 
mid-term polls in certain states. 

A Matter of Speculation 

To what extent this mood in the Congress 
party has been or is being taken advantage 
of by parties of the extreme left is a matter 
for legitimate speculation, ft would, 
of course, be strange indeed if the Com¬ 
munist Party, in both of its wings, had not 
attempted to exploit this situation. There 
is a lively and fairly widespread appre¬ 
hension in the country that the communists 
have infiltrated into the Congress party. 
This has been hotly denied, naturally, 
by that section of the Congress party 
which considers itself to be more radical 
than the rest of that body. Since, however, 
subversion from within is an admitted 
technique of communist political action, 
the possibility of there being communist 
infiltration of the Congress party cannot 
be easily dismissed. In fact, some of the 
keenest intellects of the country, known 
for their integrity and wisdom, have 
openly confessed to a certain degree of 
anxiety in this respect. I offer no apology 
for quoting at length the following exhor¬ 
tation of Mr C. Rajagopolachari which 
was addressed to Congressmen and which 


appoarod in the issue < 

9. 1969: 

/'‘Congressmen have been for long 
fighting communism. There are two ways 



giving the communis 
the gullible or work subversion through 
violence or breaking up industrial har¬ 
mony; the other way is to do what the 
communists themselves would do, that 
is to say, follow a policy of rivalry iti the 
same direction. The Congress’s present 
policy is the latter, which is a dangerous 
game and ruinous to national welfare. 
There are, I believe, u large number of 
Congressmen who do not agree with 
Mrs Indira Gandhi's management and 
with the policy she has now publicly 
adopted. But they hold on to the leader¬ 
ship of Mrs Indira Gandhi, being afraid 
to stand up for their real convictions. 
This timidity should be given up by Cong¬ 
ressmen. Tlie country is much more 
important than the party. 

“Mis Indira Gandhi has become an 
agent and instrument of the communists 
and fellow-travellers more than of the body 
of patriots who secured freedom to 
India through sacrifice and unfaltering 
courage. A minority i$ allowed to pose 
as a majority through communists’ and 
fellow-lravcllers* assistance. Apart from 
numbers I want you (i>.. Congressmen) 
to stand up for truth and your own con¬ 
victions, and save the country from dic¬ 
tatorship and the serfdom which com¬ 
munism is. As Mrs Indira Gandhi pro¬ 
ceeds in the direction of communist policies, 
by whatever name they may be called, 
one step will lead unavoidably to another 
in the same direction until the nation is 
landed by immature leadership into stark 
totalitarianism. The free way of life is 
being swiftly lost, step after step. This 
disastrous course can be stemmed only 
if Congressmen give up the feeling that 
the Congress is a caste or a tribe oi gantzed 
to protect themselves against others, 
wherein they must hold together and avoid 
any exhibition of differences. They should 
resolve to act with courage and conviction 
and respect for truth. Politics and demo¬ 
cracy, and parties, are all intended for 
serving the nation and not for promoting 
oneself in a career by combining or intri¬ 
guing for that object.” 

Whatever may be the measure of one’s 


or diiojgitmmt ^ with ; 

clarhy. It woqld be genwatty eoQeed^ 
that parly politics ia opr cqtmtiry are , now 

.^itteal^artjyp tm coufi^, is 

the ^1 is, & a inherent 

political machinery for the attainment ot 
truly national, political or economic goials. 
The party is distracted and divided What¬ 
ever formal appearance may still be. 
Whether this confusion and conflict within 
its leadership and its ranks is in terms of 
personalities or ideologies is matter 
which has been actively discussed for some 
time now. Broadly speaking, that a power 
struggle is going on at its summit is apparent 
enough. Rathei less doubtful is the 
possibility that there is also an issue 
of clearly evaluated ideological convictions. 

Extreme Fringes 

It is, no doubt, true that Congress leaders, 
such as Mrs Indira Gandhi, Mr Y. B. 
Chavan and Mr Kamaraj, are regarded as 
being to the left of the centre while mher 
Congress leaders, such as Mr Nijalingappa 
and Mr S. K. Patil, are reckoned as being 
to the right of centre. But it is highly 
probable that these two groups represent 
only the extreme fringes of the party, 
the bulk of which seems to bo of Congress¬ 
men who would like to be “progressive” 
rather than “radicals” or “reactionaries”. 
In the circumstances, even if the Congress 
party, as some like to put it, splits right 
down the middle, the greater part of each 
half would still be what may conveniently 
be described as “centrist” in its ideological 
disposition. In other words, the rival 
pulls of competing personalities or groups 
may be the more effective driving force 
behind the division of the Congress 
party, if and when it comes, than a clear 
differentiation in ideologies. 

This is not to say that further change 
may not take place in the pattern of our 
politics. On the contrary, assuming that 
a division of the Congress party takes 
place, that part of it which is led by the 
left-of-centre group would naturally be 
tempted to build its politcal position by 
exploring the possibilities of various 
forms of arrangements with political 
parties which belong firmly to the ideologi¬ 
cal left. Including both wings of the 
Communist It also seems legiti- 
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There is so much in common 
between people in the same State 
under the same flag and owing 
undivided allegiance to it . . 

that those who believe in 
India as a nation can have 
no minority or majority 
question. All arc entitled 
to equal privileges, equal 
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Have you been to a Bata Store latelyP 


Whether you have or haven't, may we tell you 
something that's on our minds and in our hearts ? 


We are, at present, doing a little stock-taking of our 
dealings with the public and running a courtesy campaign. 
Why ? Because courtesy must be a built-in feature of 
Bata Service. That's why we have chosen the slogan: 
S9fv/ce : the Divine Right of Customers, and 
every one of our stores displays it. So will 
you please help us to make our campaign a 
success ? And here's how you can help. 

Always feel welcome at any store of the House 
of Bata. Really welcome, whether you wish to 
buy, or only want to look at the shoes on display. 

Please do not forget that we make no distinction 
based on caste, creed or cash. Help us, therefore^ 
to help you in every way we can. 

If there's something you don't like about our 
service, please feel free to tell us why. 

SOj by taking heed of your comments, 
we shall get a very good idea of how to improve 
our service, long after the present campaign is over. 

In fact, we wish to preserve the spirit of the campaign 
for all time, in our service to you, by making you 
feel at home-—at any store of the House of Bata. 
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mate to assume that this part of the erst¬ 
while united Congiess party would be 
vulnerable to pressures as well as overtures 
from the forces of the left. Similarly, 
the other part of the erstwhile united 
Congress party may tend to seek allies in 
political parties of the right such as the 
Swatantra and the Jana Sangh, and in the 
process it may even gravitate towards 
schemes of co-operation with these parties 
which may stop only just short of a merger. 
In other words, while the Congress party 
may not divide in the first instance, in 
terms strictly of a polarisation of ideologies 
among its members, the fact of its division 
may set in train processes which may 
gradually move towards a polarisation of 
ideologies cutting across the various 
political parties in the country. 

An interesting question that pi*cscnts 
itself at this stage is whether this fore¬ 
seeable division of the Congress party would 
mean, in cfTect, the destruction of this 
party in name as well as in form. It would 
be safe to predict that each of the two 
sections into which the party might divide 
itself would certainly fight fiercely with 
the other for its right to inherit the brand 
name of the mother organisation. Neither 
of them, naturally, w ould like to be know n 


as the splinter group. In fact, the sug^* 
tion may be ventured that much of the 
argument preceding a division could well 
be about which section of the party would 
have the right to call itself the Congress 
party. At this stage, there is no means of 
making a reasonable assumption of the 
chances of the respective groups in this 
contention for the ownership of the title 
of the parent body. It is perhaps neces¬ 
sary here to make it clear that it is not 
my intention to suggest that the occur¬ 
rence of this division of the Congress or 
the subsequent developments in the political 
picture of our country would be a matter 
of some weeks or, even months, from now. 
Bui it seems to me that there is no denying 
the fact that the seeds of division are now 
germinating and that in the course of the 
23rd year of the Independence of India, the 
nation is likely to be witness to this process 
taking substantial shape. 

Matter of Importance 

Given this perspective of possible and 
also probable political developments, it 
has l^ccomc a matter of great and also 
immediate importance for those sections 
of the community which have a stake 
as well as a faith in the maintenance of our 
democratic liberties and the functioning 


or privat«'%riiMip4!jlS''\^th reasonable free- 
dom in the agricultural, industrial, cOfU- 
mercial and other sectors of the national 
economy to relate their own problems and 
needs to the emerging pattern of national 
politics. Hero is a challenge, especially 
for the business community. 

In my view, over the last 22 years, the 
business community has been living in a 
world of make-believe by participating, 
along with the politicians., in double¬ 
think and double-talk about socialism. 
Up to a point, perhaps, this could have been 
explained away as good diplomacy since 
it seemed to tie up with the Congress 
strategy of trying to steal the thunder of 
the communists. Businessmen, in other 
words, apparently found it profitable to 
do a deal with Congress socialism as an 
insurance against communism. The other, 
and perhaps more respectable, aspect 
of this strategy of the business community 
was that in this period, for most Congress¬ 
men, for most of the time, socialism 
seemed to mean an entirely acceptable 
concept of steadily expanding social 
welfare and rising standards of living 
for the men and women of this country 
through economic development resulting 
in the grow'th of employment and produc- 
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tioD. The business community, naturally, 
could welcome and accept this concept 
a$ readily and unreservedly as any other 
section of the people genuinely interested 
in the well-being of the nation. 

A stage, however, was reached when it 
started becoming clear that certain trends 
in Congress thinking or action were no 
longer consistent with or conducive to the 
orderly and vigorous development, in the 
long run, of the institution of private 
enterprise as an integral part of our 
democratic political order. It was 
being recognised that a certain section 
of the leailcrship of the Congress party, 
especially as reflected in the attitudes 
and functioning of the central govcinnicnt 
in recent times, was succumbing to the 
temptation of courting mass support 
by demonstrating that its leftism was as 
genuine as and not less aggressive than 
that of either of the two main factions in 
the communist movement in the country. 

The natural reaction on the part of the 
business community to this state of affairs 
ought to have been a readiness to reconsider 
its attitude towards and commitments to 
the Congress party. However, what would 
have been natuial has simply failed to 
happen. Long after it was apparent 
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that it might become exceedingly difliciilt 
for the business community to live normally 
with certain sectional trends in the Congress 
party which were becoming reflected in the 
central government, individual business 
leaders as well as representative business 
organisations were extremely reluctant to 
face the facts and were largely content to 
continue to exist in the hope that the bark 
they were hearing might be worse than the 
bite they might have to suffer. 

Vulnerable to Frowns 

Part of the explanation for this mood 
and behaviour of the business community 
was to bo found surely in the fact that 
the control which the governmental appa¬ 
ratus had acviiiired over industry and 
commerce in the name of economic plan¬ 
ning had left individual businessmen 
excessively dependent on official favours 
and extremely vulnerable to official frowns. 
The other part could be that the business 
community in the period since Indepen¬ 
dence has been so busy living for the day 
that it has failed to develop an institutional 
philosophy or organise its ideas and judg¬ 
ment on the larger socio-political or socio¬ 
economic issues. 

This is clearly why representative organi¬ 
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sations of businessmen have been singularly 
ineffective in operating as organs for the 
collective expression of a philosophy of 
business which could challenge on the 
plane of thought and conviction political 
attitudes which arc hostile, overtly or 
covertly, to the functioning of private 
enterprise, with reasonable scope, in a 
democratic context. Hence, the spectacle 
we have lately been witnessing of the 
business community as such reacting in 
a bewildered and even beaten manner to 
the onslaughts which are repeatedly being 
made on the value of the contribution its 
institutions and processes have made or 
could make to the promotion of the econo¬ 
mic progress and social welfare of the 
community. 

Against this background, the question 
which the business community must now 
deal with is whether it could atTord to 
persevere in a policy of continuous com¬ 
promises with political attitudes which are 
denying to it its right to make its legitimate 
contribution to the economic progress of 
the nation along democratic lines. In my 
view, the hour has struck for businessmen, 
both individually and collectively, te shed 
their illusions, and, leaving their wishful 
thinking behind, take a long and close 
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look at the current ferment in the political 
situation. The future of private enterprise 
as an integral part of the democratic poli¬ 
tical order may certainly depend very 
heavily^ on the objectivity and realism 
with j^^hich the business comrrrunity 
is awe to assess tlie emerging 
challenges and threats on the political 


plancL and the capacity it displays for co¬ 
operating with those piolitical forces or 
parties which are in a position to counter 
political opportunism or adventurism, 
whether allied openly with the communists 
or serving or strengtbenihg communist 
purposes for its own short-term political 
advantage. 


An Economic Survey 

S. P. CHOPRA 


THIS country, by any reckoning, has 
advanced substantially in all the major 
sectors of the economy but the rate of prog¬ 
ress would have been faster had the 
nation’s largest political party and ccntial 
government functioning on its behalf 
not allowed their vision to be blurred 
by ideological considerations. 

The first five-year Plan (1951-56) had 
anticipated the doubling of per capita 
income by 1977 /.c., in about 27 years. 
In reality, the rate of rise in per capita 
income so far has been a little less than 
one per cent per annum. This is no doubt 
highly unsatisfactory. Two major factors 
slowed down the rise in income per head. 
In the first place, tlic rate of rise in national 
income—leaving aside the first five-year 
Plan period—was much below expectation. 
Secondly, the growth rate in population 
doubled itself in the planning period. 
It is only through a restraint in the growth 
of population and faster expansion in the 
economy that we can hope to improve the 
level of living of the masses at the rates 
stipulated by the planners. 

Unrealised Dream 

Another dream of the planners, namely, 
the diversion of a growing proportion of 
the annual increase in population to non- 
agricultural occupations, has not come 
true. Even today the proportion of po¬ 
pulation depending on agriculture is almost 
the same as in 1947. • Also, the percentage 
shares of the mtgor sectors of the economy 
to national income have undergone little 
change. Nearly half of the total national 
income is still generated by the primary 
sector as was the case two decades ago. 
Even though the manufacturing sector has 
more than doubled its contribution to 
total national income, the percentage 
chani^ in the shares of the major sectors 
have been marginal. 

The slow pace pf expansion in the level 
of living of the people is illustrated in a 


lucid manner by the rise in per capita 
income. In 1948-49, the per capita income 
in our country (at 1960-61 prices) was 
estimated at Rs 278. In 1968-69, it was 
estimated to have risen to Rs 325, record¬ 
ing a rise of 17 per cent in 20 years. 
(Table I) 

TAHLt I 


NATIONAL INCOME AND PER 
CAPITA INCOME 

(Rs 1960-61 prices) 


Year 

National income 
(Rs lOOcrorcs) 

Per capita in¬ 
come (Rs) 


Old 

New 

Old 

New 


Series 

Series 

Series 

Series 

1948-49 

96.3 


278 


1949-50 

98.1 


279 


1950-51 

98.5 


275 


1951-52 

101.5 


279 


1952-53 

105.4 


285 


1953-54 

111.9 


297 


1954-55 

114.6 


299 


1955-56 

116.7 


299 


1956-57 

122.6 


307 


1957-58 

121.0 


297 


1958-59 

129.5 


312 


1959-60 

131.8 


310 


1960-61 

141.4 

133.1 

326 

307 

1961-62 

144.9 

138.0 

326 

311 

1962-63 

147.4 

140.7 

325 

309 

1963-64 

154.6 

148.9 

333 

319 

1964-65 

166.3 

159.5 

350 

334 

1965-66 

159.3 

150,5 

325 

307 

1966-67 

,. 

151.7 

.. 

302 

1967-68 

,. 

165.3 

.. 

321 

1968-69 

., 


.. 

.. 


Until a couple of years ago, our agricul¬ 
tural sector was at the mercy of the mon¬ 
soons. The farmer reaped a rich harvest 
if the rain god smiled cm him. If the 
rains faited, he faced destitution and 
misery. The near-famine conditions in 
1965-66 and 1966-67 in some parts of the 
country bnee again emphasised that this 


country could not neglect agriculture In Its 
zeal for rapid industrialisation. 

The first five-year Plan was drafted at 
a time when (he coiuitry had faced a diffi¬ 
cult food situation in (he years following 
the partition ot the country. Through 
favourable weather conditions, agriculture 
staged a quick recovery in the three years 
ending 1954-55. Surpluses in food grains 
emerged and the Planning Commission 
as well as the government came to the 
conclusion that the food problem of the 
countiy had been solved and hence it was 
time to industrialise the country. The 
pi imary sector was neglected, by and large, 
in the second and the third Plan periods and 
the food shortages were covered through 
PL 480 imports. The disastrous conditions 
which prevailed in 1965-66 and 1966-67 
once again directed the attention of the 
country to agriculture and the highest 
importance has now been accorded (o it. 

New Strategy 

A new' agricultural strategy has been 
evolved with the aim of making this country 
self-sufficient in foodgrains in the next 
four or five years. It has paid rich divi¬ 
dends for the last two agricultural years 
/.!•., 1967-68 and 1968-69. The total 
food production in 1967-68 was estimated 
at 95 million tonnes. The estimates for 
1968-69 indicate that the total production of 
foodgrains was of the same order as in the 
preceding year. The output in the current 
agricultural year (1969-70) is expected to be 
reasonably satisfactory, rising to a new 
peak at 100 million tonnes of foodgrains. 
Reports from all over the countiy show that 
adequate rainfall was recorded in most 
parts of the country in June and July 
this year. Only in parts of western Uttar 
Piadesh, Gujarat, Tamil Nadu, Andhra 
Pradesh and West Bengal has rainfall been 
insufficient .so far. In all other states rain 
has either been in excess or about normal. 
There is no doubt that the kharif crop this 
year will be larger than that of the preceding 
year. 

The farmers in this country have taken 
to new techniques in agriculture with 
enthusiasm. Efforts arc continuously 
being made at all levels to increase the 
supply of all essential inputs such as ferti¬ 
lizers, improved seeds, pesticides and 
facilities for irrigation. The part played 
by the high-yielding varieties of seeds, 
particularly in the case of wheat, is com¬ 
mendable. Rice also has in no way lagged 
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behiod in this race. The unproved varieties 
of seeds such as IR-8, have raised yields 
on vast areas in the rice belt of southern 
states. New varieties of seeds are also 
being tried. Some of these varieties have 
proved their superiority even in adverse 
weather conditions by contributing substan¬ 
tially higher yields. Improved varieties 
of seeds are also being tried in the case of 
maize, jowar and bajra. 

The improvement in food production has 
been without doubt duo to the ready availa¬ 
bility of inputs but the part played by the 
procurement policies of the government 
has in no way been mean. The fanners in 
our country have responded with enthu¬ 
siasm to the incentives of assured sales of 
iho surplus at remunerative prices. In 
the case of wheat, in particular, it is now 
possible to stale with some surety that 
imports in the coming years would be 
reduced sizably. The import of fOod- 
grains in 1968-69 at 5.2 million tonnes 
was not small keeping in view the satis¬ 
factory haivest which wc had. Self- 
sufficiency in wheat may be achieved in 
the next three or four years as the use of 
high-yielding varieties spreads throughout 
the country. Rightly has emphasis been 
put on increased ptoductivity because any 
rise in production attained through 
increases in the area under foodgrains is 
likely to be at the expense of cash crops 
and this would hurt the economy. 

Sustained Increase 

For the agricultural sector, the draft of 
the fourth five-year Plan envisages the 
creation of “conditions necessary for a 
sustained increase of about live per cent 
per annum over the next decade.’* The 
rate of growth from 1949-50 to 1964-65 
was a little more than throe per cent a year. 
With the increased stress laid on agriculture 
in the draft of the fourth Plan, the target 
of five per cent annual growth is not very 
ambitious. What is needed is sustained 
follow-up action to make the new agricul¬ 
tural strategy a still greater success. In 
the earlier plans, the paucity of fertilizers 
has been one of the major reasons for 
'Shortfall in critical years. All efforts must 
bo made to reach the targets of production 
for diffeicnt chemical fertilizers and the 
shortages should bo covered by imports 
arranged in time for the use of farmers. 
The faimer has been assured that he will 
receive from the nationalised banks prefer¬ 
ential treatment in regard to credit facilities. 

' ItbjS paoo of iodustriallsatioii was hasten¬ 
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ed after the formulation of the Industrial 
Policy Resolution in 1956. The roles of 
the two sectors—public and private—^were 
defined. No entrepreneur could go ahead 
with a scheme without the approval of the 
government. A licence was needed for 
the establishment of an industrial unit and 
permission was granted after a thorough 
examination of the claims of different 
states as well as ontreprwicurs. Vast 
sums were invested in public sector units. 
The central aim was to industrialise the 
couniry quickly. Substantial success was 
achieved. As Table II shows, the total 
volume of industrial production in the 
country nearly trebled itself. 

Table U 

INDEX NUMBERS OF INDUSTRIAL 
PRODUCTION 


Year 


1956=100 

1960=100 

1951 


73.5 


1952 


75.8 


1953 


77.8 


1954 


83.1 


1955 


91.9 


1956 


100.0 


1957 


104.2 


1958 


107.7 


1959 


116.9 


1960 


130.1 


1961 


141.0 

109.1 

1962 


153.3 

119.7 

1963 


165.8 

129.6 

1964 


174.2 

140.8 

1965 


186.9 

150.9 

1966 


.. 

152.4 

1967 



151.6 

1968 



160.9 


For accelerating the process of indus¬ 
trialisation, the draft fourth five-year Plan 
has laid down certain guidelines in regard 
to licensing policy. The salient features 
of this policy are : 

(1) All basic and strategic industries, 
involving significant investments or foreign 
exchange, should be carefully planned and 
subjected to industrial licensing. It is 
necessary to ensure effective performance 
and to keep a close vsaich on the develop¬ 
ment of these industries. Hence, once the 
licence is granted, credit, foreign exchange 
and scarce raw materials would be ear¬ 
marked for them and made available in 
time. This should be done for units both 
in the public and 

(2) *odu8tri«^glgW^^ 
assistance 


XI 

capital equipment may be exempted ffrom 
the need to secure industrilal licttioes. F6r 
this purpose, the foreign exchange ceiling 
may be stipulated at about 10 per cent 
of the total value of the capita] equipment. 
The release of foreign exchange would 
continue to be regulated and the import 
of capital goods screened by the Capital 
Goods Committee. However, in industries 
in which, though the foreign capital equip¬ 
ment component is low, the maintenance 
imports component is high, it will be 
necessary to continue licensing; and 

(3) industries which do not call for 
foreign exchange for import of capital 
equipment or raw materials should be 
exempted from the requirements of 
industrial licensing. In these industries, 
there should be freedom for private enter¬ 
prises to operate in accordance with the 
market requirements. 

Sound Policy 

The policy is basically sound as it ensures 
the supply of raw materials as well as 
foreign exchange once a licence Ibr setting 
up a unit is given to an entrepreneur. 
While sanctioning the establishment of new 
units, care needs to be taken to avoid 
further congestion in the urban areas 
where pollution of air as well as water 
is creating grave hazards for the people. 
The policy of withdrawal of price and 
distribution controls initiated in recent 
years should be continued in the fourth 
Plan period as well. Rightly, an effort 
is being made currently to make use of the 
technical skills and services available 
in the country. Only in those areas 
where we do not have any facilities for 
setting up sophisticated plants, should wo 
encourage collaboration with foreign firms. 

As stated earlier, massive investments 
have been made in the public .sector indus¬ 
trial undertakings during the last 15 years 
in particular. The profitability of most of 
these undertakings has been rather low. 
Special attention needs to be devoted to 
their being made more productive and 
profitable. Over-staffing is one of the 
common ills of these undertakings. At 
least in the case of public sector units which 
are included in the fourth Plan, these 
errors should not be repeated. What is 
more, the responsibility for the expansion 
of the public sector should be put on state 
undertakings which have gone into produce 
tion and which have absorbed more than 
Rs 2,000 crores. The financial require-^ 
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mcnis of the public sector projects in the 
next few ycais can be met by these under¬ 
taking's if they arc run on business principles 
and yicl:i a return of at least 10 per cent 
on capital employed. 

Smail-Sckilc Industries 

At the end ot 1967-68, about 120.000 
small industrial units had been rejEistcrcd 
with the directorates of state industries. 
This vast expansion in this sector was 
made possible by the patronage it received 
from the govcrnmenl. About 400 industrial 
estates htivc been set up all over the country 
to encourage the small-scale industries. 
The annual output of units operating in 
these estates is estimated to be around 
Rs HX) crores. The central government 
dcparim<*.nts have been specially instruc¬ 
ted to patronise the small-scale units. Con¬ 
sequently, the annual purchases by the 
govcrnm»;nt departments from these units 
are estimated to be around Rs 30 crores. 
The industrial licensing policy has been 
so devised as to leave some industries 
exclusively for small-scale units. The 
NatrOiiaJ Small Industries Corporation has 
been extending credit facilities through 
the hire purchase scheme for machines. 
The Small-Scale Industries Board, establish- 
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cd in July 1961, assists the government in 
the formulation of policies to foster the 
growth of .small-scale industries. 

During the fourth five-year Plan, the 
government proposes to take some addi¬ 
tional measures to promote their growth. 
The banks arc being asked to extend credit 
to these units in a liberal way. The indus¬ 
trial licensing system is being revised so 
as to protect the small units from the 
competition of large units. Through the 
establishment of small-scale industiies in 
rural and semi-urban areas, the concentra¬ 
tion of industries in urban areas is proposed 
to be reduced though not much success 
has been registered in the past. 

If despite extensive state patronage, 
small-scale industries have not progressed 
at the same pace as the Jarge-.scale units, 
it is because of their low productivity per 
unit of capital as well as labour and inade¬ 
quate attention to quality and standards. 
It is only by producing quality products 
and competing in a free market that the 
small-scale units can hope to become via¬ 
ble. Protection by the state may help 
them in the initial years but fora permanent 
place in the economy* these units will have 
to depend upon their own capacity to 
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compete and give satisfaction to the con¬ 
sumer. 

Diversification in exports has been the 
aim of this country for the last two decades. 
It had been realised even before Indepen¬ 
dence that the foreign exchange earning 
capacity of this country had not been 
increasing si/ably because of our heavy 
dependence in exports on agricultural 
products. Sustained efforts in this regard 
have borne some fruit. We have now 
succeeded in selling machine tools to West 
Germany, railway equipment to the UK 
and the USA, telephone equipment to 
the USSR and surgical goods to 
Canada. 

On our import list, machinery and 
industrial raw materials have a prominent 
place. Recently, in the wake of the green 
revolution, imports of fertilizers have also 
apticared. To cover up the shortages in 
foodgrains. imports of grains in some 
years form a substantia] proportion of the 
total import bill. There has not been any 
significant shift in the direction of our 
trade. Our two leading partners in trade 
were the UK and the USA immediately 
after Independence; they continue to be 
so even today. The only significant change 
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in our direotioo of trade has been the 
increasing share of the rupee trade area 
covering the USSR and other east Euro- 
pean countries. 

The planners are rightly of the view that 
traditional exports such as jute manufac- 
tures» tea and other cotton textiles do not 
have possibilities of rapid growth in the 
coming years. In order to attain the 
envisaged rate of growth of seven per cent 
per annum in exports, added attention will 
have to be paid to the export of machinery, 
equipment, engineering goods, iron ore, 
chemicals, etc. We have increased our 
capacity for the production of these goods 
and there is a growing world market for 
these products. 

Fillip to Exports 

The recession in industry in 1966 and 
1967 forced some of the manufacturers 
to explore markets abroad for the sale of 
these products. ITie non-traditional pro¬ 
ducts had substantial success in 1968-69. 
More than half of the increase in exports 
was due to non-traditional products such 
as engineering goods, iron and steel, handi¬ 
crafts, paper and paper board etc. The 
value of exports rose by Rs 157 crores in 
1968-69 over the !»*cccding year. There 
was a cut in imports by as much as Rs 160 
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crores. Consequently, the adverse balance 
in trade was reduced by as much as Rs 317 
crores from Rs 753.32 crores in 1967-68 
to Rs 436.25 crotes in 1968-69. The same 
trend has been carried forward in 1969-70 
(Table III). In April this year, the balance 
of trade became favourable for the first 
time in many years both due to the cur¬ 
tailment in imports and enhancement in 
exports. The negative balance reappeared 
in May but the combined gap in trade for 
April and May this year w'Os nearly one- 
twentieth of the corresponding gap in the 
preceding year. 

What is the role of foreign aid in the 
economic development of our country? 
In the years following Independence when 
we had substantial sterling balances at 
our credit, it was felt that the process of 
economic expansion could be carried 
forward without any foreign assistance. 
It was believed that foreign investment 
and foreign aid would play only a small 
part in the development of the economy. 
The late Jawaharlal Nehru was afraid that 
excessive dependence on foreign aid might 
jeopardise the policies of non-alignment 
and neutralism which he was trying to 
evolve. Right in the middle of the second 
five-year Plan period when our foreign 
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it was feir j flftfi^^velQpn^ plans 
could not be completed without foreign 
assistance. An era of rising foreign assis¬ 
tance followed. Whereas the volume of 
foreign assistance in the first Plan was 
a little more than 10 per cent of the total 
outlay, it rose to nearly one-fourth of the 
outlay in the second Plan. In the third 
Plan, its share (28.5 per cent) of the invest¬ 
ment was still higher. The draft outline 
of the fourth Plan has estimated that foreign 
aid of the order of Rs 2,514 crores will be 
needed; it will constitute 17.5 per cent of 
the total outlay of the Plan (Table IV.) 
While the politicians have been advocating 
increased self-ieliance in this regard, the 
economy’s dependence on foreign aid has^ 
not dccieased in absolute terms. 


The key to self-ieliance in foreign aid 
lies ullimatcly in increased exports which, 
as stated earlier, has shown a favourable 
trend recently. However, the gap in our 
foreign trade is so large that any hope of 
early covering it up completely through 
exports is unjustified. 

Foreign Collaborations 

Between 1957 and 1968, about 3,000 
collaborations of various kinds wereft nalis- 


Table III 

INDIA’S FOREIGN TRADE 

(Value in Rs lakhs; Post>devaluation rate)' 




196S-ti6 


1966-67 


1967-68 


1968-69** 

1969-70** 


Month 

Imports Exports* Balance Imports Exports* Balance Imports Exports* 
of trade of trade 

Balance Imports Exports* 
of trade 

Balance Imports Exports* 
of trade 

Balance 
of trade 

April 

14281 

8979 

—5302 

17253 

9759 

—7494 

16968 

9184 

-7784 

19362 

10400 

—8962 

11819 12579 

-♦-760 

May 

16930 

9720 

—7210 . 

18509 

10175 

—8334 

19347 

8093 

— 11254 

17666 

J0736 

—6930 

12419 10960 

—1459 

June 

22875 

10742 

—12133 

12482 

7485 

—4997 

16357 

9653 

—6704 

15487 

9692 

—5795 



July 

18796 

9748 

—9048 

15701 

7613 

-8088 

16960 

10206 

—6754 

16384 

11317 

—5067 



August 

18065 

10628 

—7437 

16130 

10695 

—5435 

15044 

8931 

—6113 

14104 

13315 

—789 



September 

19487 

11146 

—8341 

19057 

9725 

—9332 

17116 

11173 

—5943 

13.308 

11785 

—1523 



October 

1S115 

10501 

—4614 

15318 

11141 

—4177 

13500 

12077 

—1513 

13058 

12395 

-663 



November 

21130 

11753 

—9377 

14536 

8931 

—5605 

16862 

10352 

—6510 

13707 

11204 

—2503 



December 

18215 

11455 

—6760 

16137 

10428 

-5709 

16265 

10575 

—5690 

14992 

11077 

—3915 



January 

14947 

10370 

—4577 

14628 

10367 

—4261 

13727 

10552 

—3175 

14243 

11573 

—2670 



February 

14866 

9590 

—5276 

15323 

8893 

—6430 

14049 

9189 

-6860 

13294 

10194 

- 3100 



March 

27136 

12258 

—14878 

31129 

11462 

—19662 

24139 

9889 ~ 

-14250 

13398 

11690 

— 1708 



Total 

221843 

126890 

—94953 

206203 

116679 

—89524 

195040 

119708 - 

-75332 

179003 

135378 

—43625 



Revised 

Total 

221843 

126888 

—94935 

207836 

M5656 

—92180 197428 

119867 — 

77561 







^Includes rt-exports •♦Provisional; fully revised figures are not yet available. 
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(and approved by the Government of 
India) between Indian and foreign compa¬ 
nies (see Tiibie IV). The largest number 
of these collaborations —more than half— 
were cnteicd into from I960 to 1964. 
The pace of new collaborations has now 

Table IV 
FOREIGN AID 

First Second Third Draft 
plan plan plan Fourth 
plan 

Outlay 

(Rscrores) 2,012 4,600 8,630 14,398 

Foreign aid 

(Rscrores) 203 1.090 2.455 2,514 

Perct ntage of 
foreign aid 
to total out¬ 
lay 10.2 23.7 28.5 17.5 

slowed down for three major reasons. 
First, our country has acquired technical 
skills in a number of industries and it is 
but right that we should use all the facili¬ 
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ties which ore available In our own coun¬ 
try. Second, every technical collaboration 
agreement implies an obligation to pay 
royalty or technical fee in foreign exchange 
over a period of years which d(3e.s cause 
strain on our foreign exchange reserves. 
Third, to avoid unnecessary expenditure of 
foreign exchange on the acquisition of tech¬ 
nical know-how, the government is current¬ 
ly subjecting every proposal for foreign 
collaboration to rigid tests. 

Filling the Gap 

Wc must, however, guard ourselves 
against one error in our effort to make the 
maximum use of indigenous facilities. 
In many sophisticated industrial fields wc 
do not have as yet the requisite technical 
know-how needed to set up new units; 
in all such cases we should not hesitate to 
buy knowledge and skills from abroad. 
Even the most industrially advanced 
countries such as the USA, the UK, West 
Germany and Japan buy technical know¬ 
how to fill up domestic gaps. Recently, the 
Government of India has set up a Foreign 
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Investment Board for the purpose of identi** 
fying the areas for which we must import 
technical know-how. This board is charg¬ 
ed with the responsibility of evolving 
guidelines in this regard. It is for this 
board now to draw up lists of industries 
for which collaborations with foreign firms 
would be allowed. 

The Division of Trade of the Economic 
Department of the Reserve Bank of India 
studied last year 1,051 effective agreements 
between Indian and foreign firms. It 
brought out the fact that the impact of 
these agreements on our balance of pay¬ 
ments was not significantly large. What 
is more, many of the foreign firms brought 
with them not only technical knowledge 
but capital as w'ell. The value of capital 
participation by foreign companies was 
Rs 144 crores in 1960-61 but by 1963-64 
it had risen to Rs 191 crores—a rise of Rs 
54 crores in three years. These figures relate 
only to the companies covered in the study. 
There is no doubt that these collaboration 
agreements have not only filled our lechni- 


Table V 

FOREIGN COLLABORATION IN INDIAN INDUSTIRES (COUNTRY-WISE) 


Country 




1957 

1958 

1959 

1960 

1961 

1962 

1963 

1964 

1965 

1966 

1967 

1968 

1969 

(Jan.- 

March 

UK 




17 

34 

52 

120 

126 

79 

70 

105 

60 

44 

50 

19 

13 

USA 




6 

4 

10 

61 

77 

57 

67 

78 

48 

42 

34 

37 

5 

West Germany 




2 

6 

13 

58 

67 

42 

48 

68 

44 

41 

24 

22 

12 

Japan 




1 

3 

8 

39 

30 

24 

32 

35 

26 

18 

21 

12 

7 

Switzerland 





2 

1 

13 

19 

19 

19 

19 

18 

10 

6 

6 

1 

France 




2 

1 

2 

9 

16 

14 

16 

11 

12 

11 

9 

8 

2 

Italy 




4 

4 

4 

9 

13 

11 

6 

8 

7 

3 

6 

3 

.. 

East Germany 




.. 


1 

5 

4 

5 

10 

24 

6 

3 

2 

2 

2 

Holland 




1 



6 

10 

7 

4 

5 

2 

3 

4 

2 

1 

Sweden 




1 


1 

13 


6 

1 

6 

3 

5 

9 

4 

1 

Denmark 






2 

6 

4 

2 

3 

9 

1 

1 

1 

4 

1 

Czechoslovakia 







6 

5 

1 

5 

4 

3 

3 

1 

4 

I 

Austiia 






1 

3 

5 

4 

2 

5 

1 

2 

2 

.. 

.. 

Belgium 






2 

4 

2 

4 

3 

5 


3 

1 

1 

• . 

Poland 







1 

6 


3 

4 

2 

2 

•. 

.. 


Canada 





1 


1 

3 

6 


3 

1 

2 

2 

‘. 

1 

Hungary 







1 

2 

2 


3 

1 

4 

1 

1 


Yugoslavia 








1 

1 

3 

2 

1 

3 

L 

2 

•• 

Finland 







2 

1 

1 


* • 

•• 

- 




Panama 





2 

1 



•• 




•• 

1 

•• 


Pakistan 





2 











.. 

Others 




47 

44 

52 

23 

12 

13 

6 

9 

6 

3 

8 

3 

1 

Total 




81 

103 

150 

380 

403 

298 

298 

403 

242 . 

203 

183 

132 

48 
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DAY INJURE 


cal gaps but have also brought in the much* 
needed foreign assistance. 

Private Foreign Investment 

Foreign business investment has played 
a useful role in the industrialisation of our 
economy. It is not possible to measure 
precisely the benefit accruing to this coun¬ 
try from foreign investments which are 
invariably accompanied by technical know¬ 
how, It is significant that the flow of pri¬ 
vate capital flrom foreign countries has con¬ 
tinued at a steady pace during the last two 
decades. As Table VI shows, the outstand¬ 
ing foreign business investment rose from 
Rs 255^8 crores in 1948 to Rs 935.8 crores 
by March 1965. It means a rise of Rs 42 
crores a year, on the average. The draft 
of the fourth five-year Plan has estimated 
an inflow (gross) of Rs 300 crores or Rs 60 
crores a year. This is not an ambitious goal 
but, at the time of writing, the climate for 
the inflow of private capital from abroad 
has received a severe jolt due to the nation¬ 
alisation of the leading banks. Maybe, the 
confidence of the foreign investor will once 
again be restored after the dust raised 
by recent events settles down. 

Ttahle VI 

OUTSTANDING FOREIGN BUSINESS 
INVESTMENTS IN INDIA 

(Rs. crores) 


June End March 
1948 1965 

Plantations 

52.2 

121.1 

Mining 

11.5 

12.1 

Petroleum 

22.3 

177.8 

Manufacturing 

70.7 

458.6 

Foods, beverages, etc. 10.1 

35.7 

Textile products 

28.0 

34.4 

Transport equipment 

1.0 

42.1 

Machinery and 



machine tools 

1.2 

38.7 

Metals and metal 



products 

8.0 

104.2 

Electrical goods 



and machinery 

4.8 

30.4 

Chemicals and 



allied products 

8.0 

93.3 

Miscellaneous 

9.6 

79.8 

Services 

107.9 

166.2 

Trading 

43.0 

33.5 

Construction, 



utilities & 



transport 

31.5 

72.0 

Financial 

15.7 

38.6 

Miscellaneous 

17.7 

22.1 

Total 

264.6 

935.8 


Source : Reserve Bank of India. 
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A% the alarm chain ii pulled a chain reaction if 
tet oH'; ihe traiu with hundreds of passengers comes 

to a standstill, many others behind are put off 
schedule; passengers at stations ahead are Caced with 
great inconvenience. 

Perhaps one of the trains delayed could be carrying 
men and materials on an emergent assignment, or 
transporting medicinas and (ood to a stricken area. 

Your indiscreet action may stall smooth trauo opera¬ 
tions tbbyiag vital national tasks. So. be Itaman, 
be responsible. Oon*t use the safety device if you 
can help it. 


Use Only 
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inuependencb day EMTDRE 


Tliey saved the ancient 
banyan tree andnowtfieir 
daring knows no bounds ^ 

*Let it stand/ someone said of the banyan tree 
as the site was being cleared for the 
Hindustan Lever Research Centre, at Andheri, 

The tree signifies that we can’t easily get away from what is 
home*grown. Appropriately, therefore, the Centre will tackle problems 
rooted in India—the kind that can only be solved here: 

Can we discover and exploit hitherto unused local sources of oil? How 
can th# country’s meagre milk supply be conserved? What can wc 
do to increase the milk yield of buffaloes? How can we improve the 
nutritive value of protein-poor foods? Can we develop processes 
for the preservation of Indian-type food dishes? 

Research on all this can only begin at home. It has, at the 
Hindustan Lever Research Centre in Andheri. The sweep and 
thrust of the studies arc daring. 

They have, of course, left the banyan tree alone to grow by itself. 

Hindustan Lever 

Untos-HLL. PR. 9.337 








SERVING THE NATION IN MANY BIG WAYS 

Halplng with credit tor tertllliers. pwtIcJdes, to R*. t^OO/-» both parti** bank with Start Bank, 

hybrid seeds and agriculturpt equipment » • ‘tv Issuing Travellers Cheques free of commission. 

Providing export packing credit and post-shipment credit Today the 5tate Bank group rededIcate themselves to 
at reduced rates. - serving the nation. ^ 

Aiding small scale Industrialists by vkrtoiis schemes, z 

Providing Ir** tranartra up to Rs. 2,800/- tor personal ftTASX RA|l|r FOR SERVICE 

transsetfoni, and free collection of personal cheques up PHIH% * 
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A comprehensive 
range of 

KIRLOSKAR 

PUMPS 

_ For agri culture and industry _ 





We offer a wide ran^re 
suitable for variety 
of applications 


• Irrigation 

• Water Works 

• Booster Service 

• Sewage 

• Drainage 

• Sandy Water 

• Storm Water 

• Fire Fighting 

• Mines 


Processing Plants 
Chemical Industry 
Sugar Industry 
Viscous Liquids 
Paper Stock 
Refineries 
Dairies 
Distilleries 


If your job involves a pumping problem contact us or 
our distributor in your area. We put our SO years 
of engineering experience and the latest 
know-how to work for you. 

For (ietnilSi please write to ; 

KIRLOSKAR BROTHERS LIMITED 

Udyog Bhavan, Tilak Rood, Poona-2 (Maharashtra) 

Worh$: 

Kirloskarvadi (Maharashtra) and Dewas (Madhya Pradesh) 


NOTICES 

THE CALCUTTA ELECTRIC SUPPLY 
CORPORATION LIMITED 

(INCORPORATED IN ENGLAND) 

Notice is hereby given that the Board of Directors of this 
Company have decided to recommend to stockholdei's 
at the forthcoming Annual Cieneral Meeting that a Final 
Dividend for the year ended 31st March 1969 on the Com¬ 
pany’s Ordinary Slock at the rate of £4i per cent net (Tax 
applicable at 8s. 3d. in the £) be paid on the 14th October 
1969 to those stockholders whose names are registered in 
the Company’s Stock Register on the 23rd September, 
1969. 

Applications for transfers received in this office before 12 
o’clock noon on Tuesday, the 23rd September. 1969, will 
if otherwise satisfactory, be registered at the date for the 
purpose of participation in the above Dividend. 

ByORDliR OF THE BOARD 


Victoria House, 

Calcutta, 7th August 1969. 


D.P.M. KANGA, 
AGENT. 


THE AMALGAMATED ELECTRICITY 
CO. LTD. 

Registers of Members and Transfer Books of the Company 
will be closed trom 8th September, 1969 to 25th September, 1969 
both days inclusive in connection with the Dividend. 

By Order of the Board. 

For THE AMALGAMATED ELECTRICITY CO. LTD. 

For N.C Javeri & Co. 
Kiran N. Javeri, 
Partner, 

Mg. Agents. 

Registered Office: 17/B, Homimao Circle, Fort, Bombay. 

Date ; 7th August, 1969. 
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WRITING these lines a few days ahead of 
August 15, I cannot honestly say that 1 am 
looking forward with any exultation of spirit 
to the traditional ceremony at the Red Fort. 
There was something great and deeply moving 
ip this function in the years immediately after 
Independence when the Prime Minister of India, 
despite his being the leader of one political 
party among others, could still speak on such 
historic occasions with the voice of fhc nation. 
The words that may be uttered from the ram- 
^ parts of the Red Fort on this August 15, how¬ 
ever, will not belong even to that political 
party as a whole. Mrs Indira Gandhi surely, 
is sensitive enough to realise that, as things are 
at present, she cannot truly speak for the 
country, not even for the Congress party, not 
even perhaps for the central government. This 
cannot be a happy thought for her, but. then, 
she has only herself to blame, for, in the short 
^‘duration of a few hectic weeks she has reduced 
the political state of the nation to disunity and 
disorder. The greatness of a national leader 
lies not in creating conflicts and exploiting 
them but in leading tf united people towards 
generally accepted goals. 

« * 

A few days before the Bangalore session of 
of the AICC, I happened to discuss the 
presidential “possibles” with a certain senior 
and highly respected Congress leader. The 
conversation touched on the eligibility of 
Mr V. V, Giri and this Congress leader, who 
was not in favour of Mr Giri being selected as 
the party's candidate, told me that his objection 
was because of his feeling that Mr Giri was 
lacking in “dignity** and “restraint**. At that 
time I thought that this judgment was rather 
harsh, but the manner of Mr Giri's caihpaign- 
ing for the office of president makes me feel 
that the criticism was fair. 1 am unable, in 
particular, to sympathise with Mr Giri*s posi¬ 
tion that the Congress parliajiientary board 
has cheated him of what is rightfully his due. 
Considering that Mr Giri had, in the past, 
earned for himself the unique honour of being 
perhaps the only minister of the central govern¬ 
ment (who is also a regular politician) to have 
resigned ministership for a principle, it is sad 
indeed that now, at his time of life, he should 
be conducting himself in such a way as to 
provoke R^jiqi comment on him in the 
following manner (cf. Swarafya August 9, 
1969 ) : 

**It is not a very inspiring sight, presidential 
candidate Mr V. V. Giri frantically canvassing 
fbr Iilmaelf as a candidate standing On his own 
aecodol, .Mr V. V. Giri is suflfering from an 


illusion that a vice-president has a quasi¬ 
automatic right of promotion to the president¬ 
ship. This is an unwarranted obsession which 
makes him canvass much more noisily than is 
consistent with the dignity of a presidential 
election. It is easy enough to understand a 
personal desire to gel a big office for oneself. 
But one cannot understand any public purpose 
or protest in connection with Mr V. V. Giri*s 
candidature which might justify the energy 
he puls into it.** 

U may be recalled here that Mr Giri was 
Minister for Labour in the government of the 
then Madras stale (which included part of 
what is now Andhra Pradesh) during 1937-39 
and later in 1946. In tlie earlier period, Mr 
Giri was the colleague of Rajtqi* who was 
then heading the ministry. 

* « 

I do not subscribe to the view that the next 
President of India, be he Mr .Sanjiva Reddy 
or be he Mr V. V. Giii, will be in a position to 
decide w'lio should be prime minister or even 
how the prime minister should ftinction. I 
think a lot of nonsense is being said or written 
about the fortunes of the factional fight now 
raging within the Congress party being depcn 
dent on who is going to be elected as president. 
It would clearly be an end of constitutional 
government if the president decides or is forced 
to participate in party politics as a partisan; 
and however acute the power struggle within 
the Congress may have become, ic is still not 
easy to imagine Congress leaders, in which¬ 
ever camp they are, commiting the ultimate 
folly of involving the president’s office or allow¬ 
ing it to be involved in the making or un¬ 
making of central ministries. 

* * 

It is widely believed that Mr Sanjiva Reddy’s 
success at the presidential election would be a 
blow to the autliority or even the political 
position of the present Prime Minister. Al¬ 
though it is possible that Mrs Gandhi may 
have lent colour to this supposition by her acts 
of commission and omission, I would like to 
point out that it is the defeat, if it happens, 
of the official Congress candidate for the office 
of president which is bound to do real damage 
to Mrs Gandhi’s position. She being the leader 
of the Congress parliamentary party, the 
defeat of Mr Sanjiva Reddy, should this happen, 
would be more her defeat than hts and it is 
even possible to argue that the Prime Minister 
will, in-propriety, have to tender her resignation 
if the official candidate of the ruling party Is 


defeated at the presidential election. I would 
support this argument by pointing out that the 
defeat of the official candidate for the speaker- 
ship of the Lok Sabha or the office of vice- 
president (who presides ex-officio over the 
R^ya Sabha) would necessarily amount to 
a vote of no-confidence in the government. 
This being so, it would certainly be illogical 
not to apply the same convention or principle 
to the office of president. 

* * 

The Chief Minister of Tamil Nadu, who has 
added three more ministers to his team, has 
succeeded in persuading Mr V. R. Ncdu»ichcz- 
hian, who had earlier staked his claim to the 
chief ministership, to join his ministry. This 
is an important step, no doubt, in the direction 
of the DMK protecting itself against domestic 
dissensions. But Mr Karunanidhi may still 
have some problems to solve. It is clear 
enough that at least one senior colleague of 
his in the ministry, Mr K. A. Mathiazhagan, 
is bound to be far from happy over Mr, 
Nedunchezhian’s return to pi>sitions of power 
in the party as a minister and Uk; party’s 
general secretary. The Chief Minister has 
in view a visit to the United Kingdom. This 
and connected travels may make it necessary 
for him to be away from his post for some 
weeks and the question will naturally arise of 
who is to be in charge of the administration 
during his absence. Will Mr Malliiazhagan 
be willing to stand down in favour of Mr 
Ncdunchezhian? 

Some lime ago I commented on the code of 
conduct which the DMK ministry had pres¬ 
cribed for its officials and suggested that it was 
perhaps even more necessary for politicians 
to be bound down by a similar code. I am 
glad that Mr Karunanidhi has now framed a 
code of conduct for ministers. This piece of 
regulation is impressive indeed in its compre¬ 
hensiveness and 1 am happy to be able to 
congratulate Mr Karunanidhi and his party 
on having taken concrete steps to uphold the 
principle that probity is a compelling obliga¬ 
tion of politicians in power. 

* • 

Referring to my article, “Nixon and New 
Delhi’*, in the Eastern Economist supplement 
on President Nixon's visit, which was published 
with the issue dated July 25, a vigilant colleague 
points out that I liad erred in saying that the 
late John Kennedy never came to India. The 
fact is that he did visit India when ho was a 
Senator. 
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Trade 


IRANC: DEVALUED 

THE French government on August 8 
devalued tlic franc by H . 1 per cent. The 
new rate is effective from Monday, 
August It. The devaluation was decided 
at an emergency cabinet meeting called by 
President Georges Pompidou. The new 
gold equivalent of the I Tench franc was 
set at 0.160 grammes of fine gold. 

TATA IRON EXPORTS 

Firm orders from the US totalling 17,500 
tonnes of Tata steel worth more than one 
million dollars have been secured by Tata 
Exports. The first consignment of 8,500 
tonnes of ribbed icinforcing bars rolled to 
American specifications has already been 
shipped. Tata Exports is negotiating for 
further shipments to the US of substantial 
quantities of ribbed reinforcing bars and 
other sophisticated steel products manufac¬ 
tured specifically to conform to American 
specifications. 

ENFIELD EXPORTS 

Consignments of 125 engines and spare 
parts of Villiers agro-industrial engines 
manufactured by Enfield India Limited, 
Madras, were exported to Ceylon recently. 
Enfield has secured export business for 
four lakh rupees and further orders for a 
value of around six lakh rupees are under 
negotiation. This has been secured against 
severe competition from American, Ger¬ 
man and Japanc.se engines. 

COTTON FROM SUDAN 

In pursuance of the Indo-Sudan trade 
arrangements for 1969-70, the government 
has decided to release for import a quantity 
of approximately 190,000 bales (180 kgs. 
each) of Sudan cotton of a total value of 
about £ 13.3 million. Out of this quantity, 
not less than 75 cent by value shall be 
from the higher grades. The shipment 
period will be up to May 31, 1970. Details 
of the procedure and method of allocation 
will be announced later, 

TRADE TALKS WITH U.S.S.R. 

An Indian delegation, led by Mr P. C. 
Alexander, Joint Secretary, Department of 
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Winds 

Foreign Trade, is currently in Moscow 
holding talks with its USSR counter¬ 
part to conclude a long-term trade 
and payments agreement between 
the two countries. The current long¬ 
term trade and payments agreement 
expires on December 31, 1970. The new 
agreement which is proposed to be negotiat¬ 
ed will be valid for a period of five years 
from January 1971. One of the main sub¬ 
jects for discussion between the two dele¬ 
gations will be the rate of growth in Indo- 
Sovict trade dining the period 1971-75. 
India’s exports to the USSR had touched 
the record level of Rs 139 croics during 
1968, and are expected to be of the order 
of Rs 155 crores during 1969. While this 
country is interested in retaining the Soviet 
markets for some of her traditional items 
such as tea, tobacco, coffee, oil cake, spices 
and cashew’ kernels, the main expansion in 
exports may be in non-traditional items 
such as consumer durables, industrial 
machinery, railway wagons, steel pipes, 
and tubes. The products of Soviet aided- 
projccts in this country arc also expected 
to figure in our export list. The Indian 
delegation is also likely to discuss the possi¬ 
bilities of an expansion in the export of 
such manufactured goods as footwear, 
knitwear, jute manufactures and ready¬ 
made garments. The bulk of imports from 
the USSR used to be machinery and equip¬ 
ment which accounted for as high as 75 
per cent of the total imports from the 
USSR in certain years. However, in view of 
the significant development in indigenous 
capacity during the last few years, some 
changes in the composition of the imports 
from the Soviet Union appear to be in¬ 
evitable. The Indian delegation is likely to 
press for a larger share of imports of oil 
products, newsprint, edible oils, alloy steel, 
non-ferrous metals and fertilisers for the 
next five-year period. Imports will also 
cover the maintenance requirements of 
Soviet-aided projects in India. 

JUTE WORKERS’ STRIKE 
The recent strike of the jute mill 
workers was called off on August 12. 
The jute mill owners agreed to 

pay an interim relief in wages of 
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Rs 30 to the workers and the repre¬ 
sentatives of the workers agreed to a v 
epee of the wage increase to a commisi^dn. 

. Talks were held between the representativito 
of the Indian Jute Mills Association and 
the workers’ unions with the union Minister 
for Labour, Mr Jaisukhlal Hathi, and the 
Minister for Foreign Trade, Mr B. R. 
Bhagat, playing the role of mediators. 
Jute mill workers went on strike with effect 
from August 4, 1969, and the strike lasted 
eight days. 

INDIA JOINS S.D.R, 

This country has agreed to participate in 
the new international system of paper gold. 
India is the 50th nation to join the Special 
Drawing Rights programme of the IMF. ^ 

INDO-WEST GERMAN PACT 

An Indo-West German agreement for 
undertaking an integrated development 
programme in the Almora district of UP 
was signed recently in New Delhi by H. E. 
Baron D. von Mirbach, Ambassador of the 
Federal Republic of Germany, and Mr.* 
B. R. Patel, Secretary, Department of 
Agriculture. The Indo-Gcrman agricul¬ 
tural development project was first intro¬ 
duced in Mandi district in 1962. The 
agreement for another project, in Nilgiris, 
was signed in June, 1966. 

The Tndo-Gcrman project for Almora 
district has its origin in an Indo-German 
FAO fertiliser supply project, under which 
about 1,000 tonnes of fertilizers were made 
available by West Germany under an 
agreement signed in December, 1967. The 
pilot project was inaugurated by Mr Jagji- 
van Ram, union Minister for Food, 
Agriculture, Community Development and 
Co-operation, in March last year. The 
project envisages concentrated agricultural 
development including such activities as 
fodder cultivation, growing and processing 
of fruits and vegetables, water manage¬ 
ment and soil conservation, agricultural 
engineering including use of improved agri¬ 
cultural machinery and implements and 
mechanisation and also development of 
animal husbandry. Under the agreement 
which will initially remain in force for a 
period of three years, the West German 
government will make available a team of, 
German specialists in the fields mentioned^ 
to be stationed in the district, to advise 
about the development programme to be 
adopted in each field of activity. It would 
also supply ; S^ds, pestiddea. 
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agrlcoltural machinei^ and implements for 
experimental md demon^itration purposes^ 

LOAN FROM CANADA 

Canada and this country signed two loan 
agreecnents recently in New Delhi. The 
first, forjJRs 10.5 crorcs (15 million Cana¬ 
dian dollars), will enable this country to 
obtain commodities such as newsprint, 
synthetic ruij^r, wood pulp, ferro-alloys 
and a wide Variety of non''ferrous metals 
such as asbestos, zinc, lead and nickel for 
which this country has a high import de¬ 
mand. The second agreement, for Rs 8.4 
croros (12 million Canadian dollars), will 
cover the supply from Canada of fertiJizeis 
and fertilizer materials. The loans being 
made under these agreements are part 
of Canada's programme of development 
assistance to this country. The terms per¬ 
mit repayment over a period of 50 years 
with a 10-year grace period and no interest. 
The agreements signed recently cover part 
of the Canadian pledge of 97.4 million 
Canadian dollars of development assistance 
for this country this year which was made 
at the World Bank Consortium meeting in 
Paris last May. 

FINANCE FOR JUMBO JET 

Air-lndia has finalised arrangements for 
US $33 million (Rs'^24.75 crores) loan for 
its third Jumbo jet scheduled for delivery 
in 1972, Of this, $ 20 million (Rs 15 crores) 
will bo from Export-Import Bank of US, 
an equivalent in D. marks of 5 10 million 
(Rs 7.50 crores) from Deutsche Bank, the 
largest commercial bank in West Germany, 
and $ 3 million (Rs 2.25 crores) from a 
syndicate of US commercial banks, Jed by 
the First National City Bank. For the 
first time Air-lndia has been able to secure 
a substantial (DM 40 million) loan from a 
German bank. The loan negotiations were 
carried out personally by Air-India's chair¬ 
man, Mr J. R. D. Tata, and the Financial 
ControUer, Mr C. V. R. Rao. Last year 
Air-lndia negotiated a $ 60-million 
(Rs 45 crorcs) loan from the Exim Bank 
and US commercial banks for its first two 
Boeing 747s. 

A.D.B. AID to AFGHANISTAN 
The Asian Development Bank has 
approved the Afghan government’s request 
for technical assistance, on a grant basis 
in the preparation of four or five small- 
scal eirrigation projects. The banks technical 
assistance mission win examine and assess 
the technical and economic sdundness of 
the scheme and prepare a project for con- 
Jderation by the bank. The banks team will 
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consist of irrigation planning experts and 
irrigation engineers and economics. Afgha¬ 
nistan is an arid country with a total land 
area of 245,000 sq. miles. Agriculture is the 
mainstay of its economy. About 22 per cent 
of its land area is classified arable land, 
of which about 38 per cent is under irriga¬ 
tion. 

CHICORY EXPORTS 

Brooke Bond India Ltd will shortly 
export 250 tonnes of dried chicory from 
Jamnagar to London earning foreign ex¬ 
change worth five lakh rupees. The firm 
introduced the sowing of chicory in Jam¬ 
nagar in 1956. Chicory is now' cultivated in 
2,500 areas in Jamnagar, Porbandar, Juna- 
garh and Anand districts by nearly 1,000 
farmers. The value of chicory roots pro¬ 
duced in Jamnagar alone is estimated at 
about Rs 50 lakhs. The company's ship¬ 
ments will be the first of its kind. 

H.M.T. UNIT IN EUROPE 

The union Minister for Industrial Deve¬ 
lopment, Internal Trade and Company 
Affairs, Mr Fakhruddin Ali Ahmed, indi¬ 
cated recently that the government had 
not finalised any proposal for setting up an 
assembly plant of Hindustan Machine 
Tools Ltd in Luxembourg. HMT, he said, 
w'as, however, exploring the possibilities of 
setting up an assembly plant in Europe 
to meet the specific requirements of custom¬ 
ers abroad with regard to delivery dates and 
diverse specifications of machine tools and 
accessories. Lu.xcmbourg was one of the 
possible locations for an assembly plant 
which was in mind in this connection. The 
extent to which the setting up of the plant 
was likely to expand the export market of 
HMT could be ascertained only after the 
proposed plant had been finalised in all 
its details, he added. 

FERTILISER CREDIT GUARANTEE 

The Fertiliser Credit Guarantee Corpora¬ 
tion is expected to be set up shortly. This 
was disclosed by the Minister of Slate 
for Finance, Mr P. C. Sethi. He indicated 
that the proposed corporation would be set 
up under the Companies Act, 1956, with an 
authorised capital of Rs 10 crores. of which 
Rs 1 5 croros was likely to be issued during 
the year. The share capital will be contribu¬ 
ted by the Reserve Biink (60 per cent), 
central government (10 per cent). State 
Bank of India (5 per cent) and the majoi 
commercial and state co-operative banks (25 
per cent). Tlie corpoiation will guarantee 
leans gianted by ccnnrercial and cc-opera- 



banks for stpeking and distribution of 
agricultural Inputs to 
approved agencies. Guarantob cover by the 
corporation will be up to a maximum of 65 
per cent of the amount in defaults The cor¬ 
poration will also operate a refinance 
scheme as a supplementary source of 
finance for the commercial and co-opemtivc 
banks, ovci and above what is available 
from the Reserve Bank. It is envisaged 
that (he guarantee and refinance schemes 
of the corporation will facilitate stocking 
of fertilisers and other agricultural inputs 
by various distribution agencies at all levels, 
including the retail centres. The retail agen¬ 
cies w'ill, therefore, be in a position to sup¬ 
ply fertilisers and other inputs on credit to 
the farmers. 

ALLEPPEV MILL INAUGURATED 
A Rs 58-lakh spinning mill, a subsidiary 
of the Gwalior Rayons, Calicut, was inau¬ 
gurated in Alleppey on August 2 by Kerala’s 
Minister for Industries, Mr T. V. Thomas. 
The 20()0-spindJe mill, the first in the state 
to use staple fibre in place of cotton, 
expects to increase its spindicage to 12,000 
in two stages within a year. Mr Thomas 
assured the mill management of all assis¬ 
tance and co-opcration from the govern¬ 
ment. He said the possibility of setting up 
a wood pulp unit in Alleppey for the manu¬ 
facture of staple fibre would be considered 
by the government, 

PNB’s COURTESY FORTNIGHT 
Punjab National Bank launched a 
Courtesy Fortnight on August 4 in its 577 
branches throughout the country. The 
Courtesy Fortnight is aimed to impress 
upon the employees the need lo uphold the 
spirit of SCI vice in keeping with the bank's 
age-old traditions of promptness and effi¬ 
ciency in its dealings with its clientele. In 
addition, the Fortnight will help to focu.s 
public attention on banking services as 
a w hole and thereby help to mobilize de¬ 
posits, particularly in the rural areas. 

NAMES IN THE NEWS 

Mr. P, P. Gupta, Under Secretary, 
Ministry of Petroleum and Chemicals and 
Mines and Metals, has been appointed 
Secretary, Oil India Ltd, with effect from 
August 1, 1969. 

Mr S. Mohan Kutnaramangalam has 
been appointed Chairman of Indian Air¬ 
lines Corporation. 

Mr G. S. Dhillon was elected Spi^kcr 
of the Lok Sabha on August 8, 1969, 
following the resignation of Mr Sanjiva 
Reddy. 
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Company Affairs 


OWALIOR RAYON 

The Gwalior Rayon Silk Manufac¬ 
turing (Weaving) Co. Ltd has reported 
better working duiing the yeai ended 
March 31, 1969, with improved turnover 
and profits. The directors have proposed 
to maintain the equity dividend at Rs 1.75 
per share of Rs 10 each (17.5 per cent) 
on an increased capital of Rs 5.50 crorcs 
resulting from the bonus shares issued 
during the year. Equity dividends will 
absorb R$ 96.25 lakhs. The company’s 
turnover has risen to Rs .52.03 crores from 
Rs. 45.07 crores in the previous year. The 
gross profit is higher at Rs 801 lakhs. 
After providing Rs 212.11 lakhs for dep¬ 
reciation, Rs 44.73 lakhs for development 
rebate reserve and Rs 275 lakhs for taxation, 
there is a net profit of Rs 269 lakhs. The 
directors have transferred Rs 254 lakhs to 
general reserve and^Rs 15 lakhs to pre¬ 
ference shares redemption reserve. 

With a view to financing the pulp project 
at Harihar (Mysore state) the directors 
have decided to raise two crores of rupees 
by the issue of 200,000 (9.3 per cent) 
redeemable cumulative preference shares 
*C’ scries of Rs 100 each to be offered 
on rights basis in the ratio of four such 
shaics for every 110 equity shares held by 
equity shareholders. There is no likeli¬ 
hood of a public issue of these preference 
shares as all arc expected to be taken up 
by the equity shareholders. The company 
has not so far received sanction for its 
bonus issue announced earlier in the ratio 
of one new share for every five shares held. 
After this issue the company’s paid-up 
equity capital will increase to Rs 6.60 
crores. 

The production of staple fibre was 59,182 
tonnes during the year. Despite a strike 
in the early part of the year, production of 
rayon grade pulp was 60,900 tonnes against 
58,100 tonnes in the previous year. Raw 
material shottage continues and the 
position is likely to remain critical until 
Che company's own eucalyptus plantation 
starts giving yield in 1974-75. The in- 
ergaaert ^mduction of staple fibre and pulp 


has resulted in a foreign exchange saving 
of about Rs 34.50 crores against Rs 30 
crorcs in the previous year. For its caustic 
soda project at Nagda (Madhya Pradesh) 
the company has been asked to negotiate 
a foreign exchange loan from the TCiCI. 
The company’s subsidiary, Kerala Spinners 
Ltd, has shown satisfactory working. 

UNIVERSAL CABLES 

LJniversal Cables Ltd has earned a profit 
of Rs 4*49 lakhs for the year ended 
March 31, 1969, after providing Rs 36,50 
lakhs for depreciation. A sum of Rs 
6 lakhs has been transferred from genera! 
reserve. Dividend equalisation reserve 
gels Rs 10 lakhs and the carry forward is 
Rs 49,214 against Rs 24,507 brought in. 
The directors have decided to maintain a 
taxable ordinary dividend at 10 per cent 
on 1,046,175 ordinary shares. While full 
depreciation for the year has been provided, 
provision for development rebate reserve 
totalling Rs 20.17 lakhs for the last two 
years (including Rs 4.55 lakhs for the year 
under review) could not bo made owing 
to inadequate profits. However, as this 
provision is allowed to be carried forward 
for income-tax purposes, the necessary 
amount will be provided in later years when 
the assessable income of the company 
so permits. 

BIRLA JUTE 

The working results of the Birla Jute 
Manufacturing Co. Ltd, for the year 
ended March 31, 1969, show a gross surplus 
of Rs 309.61 lakhs. Adding Rs 38,842 
being the balance brought forward from 
1967-68 and Rs 1.86 lakhs being the in- 
comc.-tax refund in respect of 1961-62 and 
1964-65, there is an available sum of Rs 
311.85 lakhs. From this, Rs 146.80 lakhs 
is provided for depreciation, Rs 20.90 
lakhs for development rebate reserve, Rs 
28.45 lakhs for expansion reserve (cement), 
Rs21.00 lakhs for general reserve, Rs 40.00 
lakhs for dividend equalisation reserve and 
Rs 54.00 lakhs for taxation, leaving a 
balance of Rs 69,984 to be carried forward 


The directors have proposed 
to maintain the ordinary divided at Rs 
1.50 a share. The dividend is payable out 
of dividend equalisation reserve. An appli¬ 
cation is being made to the Income-tax 
Department to determine the quantum 
out of the year’s profit which is exempt 
under Section 85 of the Income-tax Act, 
1961. 

The directors state that it was only 
because of the profitable working of the 
carpet-backing section, that the overall 
profits of the jute division could be 
maintained more or less at the 1967-68 
level. Profitability in the staple fibre 
division continues to be low. Profita-^ 
bility in the calcium carbide division 
also continues to be poor owing to the 
steep rise in the cost of raw materials, 
packing, stores and power. In the cement 
division, profitability was badly affected 
by the rise in the manufacturing costs. 
At the Satna cement works, production of 
clinker returned to normal although produ¬ 
ction and dispatches were lower than those 
of 1967-68 on account of sluggish demand 
and shortage of wagons for dispatch. 
The w'orking of the cement plant at Chit- 
torgarh was, however, satisfactory. There 
was an all-round improvement in produc¬ 
tion of clinker and cement as well as in 
dispatches. In fact, the plant worked at 
more than 100 per cent of its rated capacity, 
'fhe expansion of this plant from 600 to 
1,200 tonnes of cement per day is expected 
to be completed by the first quarter of 1970. 
The delay has been due to late deliveries 
of machinery and components. 

ESCORTS 

Preference issue of 9.5 per cent (free of 
company’s tax but subject to deduction of 
shareholders* tax) redeemable cumulative 
^A* class preference shares of Rs 100 each 
of Escorts Limited was over-subscribed oo 
the very first day of opening of subscription 
list. The directors closed the subscription 
list earlier than the closing date fixed in 
view of heavy subscription. Over 45,800 
preference shares were applied for as 
against 25,000 shares offered to public 
subscription. The response from the 
investing public is attributed to the progress 
made by the company in recent years which 
has placed it as the largest manufacturer 
of farm equipment, comprising of tractors 
and a range of 55 agricultural implements, 
and motor cycles in the country. Thia waa 
disclosed by the Escorts president, Mr 
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H. P. Nanda, at a press conference held in 

New Delhi recently. 

Reviewing the company’s performance 
during the tirst six months of 1969, Mr 
Nanda observed that total sales turnover 
from January I to June 30, 1969, was 
Rs 1247.12 lakhs as against Rs 870.68 
lakhs during the corresponding period 
in 1968, thus recording 43 per cent increase. 
The company had delivered 3,389 tractors 
•during the period under review as against 
1,601 tractors during the first six months of 
1968. In motor-cycles, 5,077 machines had 
been delivered as against 4,361 during the 
corresponding period last year. Similarly 
other products such as auto ancillarics, 
railway ancillarics and difTcrent equipment 
showed an upward trend. The company 
is well oil its way to meet the targetted 
production. 

INTERNATIONAL TRACTOR 

International Tractor Co. of India Ltd 
proposes to step up equity dividend for 
the year ended Match 31, 1969, to a rupee 
from sixty paisc per share for the previous 
year. The company has reported an in¬ 
crease in its gross profit to Rs 80.03 lakhs 
from Rs 73.35 lakhs for the previous 
year in line with the rise in its income to 
Rs 720.90 lakhs from Rs 572.07 lakhs. 
Out of the gross profit, depreciation claims 
Rs 24.23 lakhs and development rebate 
reserve Rs 27 lakhs, leaving a surplus 
of Rs 28.80 lakhs against Rs 15.41 lakhs 
for the previous year. No provision has 
been made for taxes as the company docs 
not expect any tax liability. Out of the 
surplus, the directors have provided Rs 15 
Jakhs for the proposed dividend, which is 
aikely to be free of tax in the hands of the 
shareholders, against Rs 9 lakhs for the 
iprevious year. A sum of Rs 14.12 lakhs 
has been set apart for the general reserve. 
The company could not produce tractors 
in April and May, the first two months 
of its current year, because of the delay 
in the leceipt of the import licences. But 
the directors feel that in spite of this set¬ 
back the company will be able to increase 
production and sales of tractors this year 
in view of the government’s policy of pro¬ 
moting a rapid rise in tractor output. 

HARSHA TRACTORS 

A new public limited company for the 
manufacture of tractors, Harsha Tractors 
Ltd, has been incorporated with an autho* 
rised capita] of five crores of rupees. Its 
board of directors includes Mr A. K. 
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Chanda, Mr Madanmohan R. Ruia and 
Mr Arvind NaroCtam Lalbhai. Mr 
P. N. Agaiwal, managing director of the 
promoting company, Ghaziabad Engineer¬ 
ing Co Pvt. Ltd, will be the managing 
director of the now company. The new 
company will undertake the manufacture 
of the Soviet tractors DT-14B and Byelarus, 
in this country in technical collaboration 
with the Russian manufacturers. 

INDIAN CABLE 

The Indian Cable Co. Ltd proposes to 
take over Henley Cables India Ltd, and 
Pyrotenax India Ltd by acquiring the 
entire share capital of those companies. 
The proposed take-over forms part of the 
company’s plans for further development. 
The directors, who are considering propo¬ 
sals in this connection, arc likely to offer 
the shareholders full details of the scheme 
as soon as possible. The Indian Cable Co. 
Ltd, which has its factory at Jamshedpur, 
is a cable manufacturing unit with capital 
and reserves aggregating Rs 7.26 crores. 
Henley Cables, with its factory in Poona 
has capital and reserves amounting to 
Rs 85 lakhs. Pyrotenax, which is engaged 
in the manufacture of a specialised product, 
has capital and reserves totalling Rs 37 
lakhs. 

DEEPAK INSULATED CABLE 

The directors of Deepak Insulated Cable 
Corporation Ltd, Bangalore, have re¬ 
commended a dividend of 10 per cent 
(tax free) on the equity shares for the year 
ended March 31, 1969, against 7^ per 
cent free of tax maiden dividend declared 
last year. During the year under review, 
the sales of the company were around Rs 
2.02 crores, compared to Rs 1.52 crores 
Iasi year. The company has provided 
Rs 6.43 lakhs for depreciation and Rs 
0.65 lakh for development rebate. Be¬ 
sides. Rs 5.25 lakhs has been transferred 
to general reserve, the corresponding figure 
for the previous year being Rs 3 lakhs. 

NATIONAL INSULATED CABLE 

The National Instilated Cable Co, of 
India Ltd. has done well during the year 
ended March 31, 1969. The company has 
earned a profit of Rs 6.11 lakhs against 
Rs 2.18 lakhs in the preceding year. The 
profit is arrived HI after providing Rs 
6.04 lakhs for depreciation and Rs 83,000 
for development rel)ate reserve. To this 
is added Rs 9,337 Wng adjustment for 
prior years and Rs 1^80 lakhs being excess 
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provision for. income-tax for prior years 
written back and Rs 4.36 lakhs transferred 
from development rebate reserve no longer 
‘ required, making a total of Rs 12.37 lakhs. 
It has been decided to provide three lakhs 
of rupees for tax liability and to transfer 
two lakh rupees to debenture redemption 
reserve and one lakh rupees to reserve for 
bad and doubtful debts. It has been fur¬ 
ther decided that Rs 10.12 lakhs from 
dividend equalisation reserve be utilised 
for payment of the dividend. The divi¬ 
dend on the ordinary shares is maintained 
at 50 paise a share. 

CELLULOSE PRODUCTS 

The directors of the Cellulose Products 
of India Ltd have stated in their annual 
report for the year ended March 31, 
1969, that the company was making conti¬ 
nuous efforts to develop new lines of acti¬ 
vity. The plant for the manufacture of 
sodium alginate has overcome teething 
troubles and is working satisfactorily. The 
directors have finally decided to locate 
agar agar plant of the capacity of 36 tonnes 
a year at Kappalur Industrial Estates, 
Madurai, at a capital cost of approximately 
Rs 12 lakhs. Trial production is expected 
to start before the end of the current 
financial year. The company is also 
establishing a plant for the manufacture of 
a novel packaging item, moulded corru¬ 
gated (pillopak) boards with a capacity 
of 6,000 tonnes a year at the company’s 
existing plant at Ramol. The capital cost 
of this plant is estimated at about Rs 60.65 
lakhs, which will be financed from the term 
loan of Rs 36 lakhs arranged with the 
Industrial Finance Corporation of India 
and out of the new right equity share capital 
recently raised and balance from the inter¬ 
nal accrual and resources of the company. 
The plant is expected to go into trial pro¬ 
duction during the middle of 1970. 

COLOUR-CHEM 

The directors of Colour-Chcm Ltd pro¬ 
pose to raise the company’s authorised 
capital from two crore rupees to three 
crore rupees. The company’s present 
paid-up capital is Rs 1.75 crores in equity 
shares of Rs 100 each, the authorised 
capital is being raised to enable the com¬ 
pany to increase its paid-up capital when¬ 
ever required. Meanwhile, the company 
has been able to maintain a satisfactory rate 
of growth in production and sales during 
the current year. Its pre-tax profit has 
mote than doubled to Rs 92.66 lakhs 
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during the year ended March 31, 1969, 
from R$ 41.97 lakhs for 1967-68. The 
company has made satisfactory progress 
in the implementation of its expansion 
programme for the manufacture of inter¬ 
mediates and pigment raw materials. The 
erection of the company’s Diketcne plant 
is ahead of its schedule. 

INDIAN ORGANIC 

Indian Organic Chemicals Ltd is setting 
up a Rs lO-crore polyester fibre project 
in collaboration with Chemtcx Inc. USA, 
in Tamil Nadu. The company received 
a letter of intent for the manufacture of 
6,100 tonnes of polyester fibre in October 
last. It has started negotiations with US 
suppliers for the supply of plant and ma¬ 
chinery. The directors of the company 
have decided to raise the company’s autho¬ 
rised capital from one crore rupees to five 
crore rupees. Details about fresh issue 
of capital to finance a pari of the project 
cost have not yet been finalised. The erec¬ 
tion of the plant is expected to be completed 
by 1972-73. The directors feci that the 
company’s prospects will be “substantially 
brightened” after the implementation of 
the polyester fibre project. 

METTUR INDUSTRIES 

The Metlur Industries Ltd has earned a 
higher profit of Rs 68.84 lakhs for the year 
ended March 31, 1969, against Rs 54.51 
lakhs in the previous year. The year’s 
profit has been further strengthened by 
various adjustments including a sum of Rs 
3.71 lakhs representing taxation adjustment 
relating to the previous year, making in 
all Rs 72.86 lakhs. Out of the above, 
the amount set apart for depreciation is 
Rs 6.37 lakhs and that for taxation Rs 
35.25 lakhs. The appropriations arc : 
provision for contingencies Rs 11 lakhs, 
transfer to general reserve Rs 19.79 lakhs 
and development rebate reserve Rs 45,000. 
The company has declared a dividend of 
15 per cent, subject to tax on the increased 
capital, against 20 per cent taxable paid 
in the year before, 

GREAVES COTTON 

The directors of Greaves Cotton and 
Co. Ltd state that economic recovery in 
1968 helped the company to achieve 
improved turnover. The present level 
of the company’s order book and the 
trends in demand for its products indicate 
iinprovement in its turnover. The 
:iompany’^8 total investment in subsidiary 


and associated companies stood at Rs 
80.86 lakhs and Rs 147.48 lakhs res¬ 
pectively. Its paper cone and tube unit 
as well as the diamond drilling bits and 
equipment units recorded higher production 
and improved cxpoit performance. As a 
result, the company’s own manufacturing 
divi.sions have made a higher contribution 
to the profit. Total exports of the group 
have aggregated Rs 53.05 lakhs. The 
company is taking effective measures to 
expand its marketing network and extend 
its product range to match the widening 
opportunities in the rural sector. 

COCHIN MALABAR 

The working of Cochin Malabar Estates 
Ltd during the year ended February 1969 
has resulted in a net profit of Rs 7.94 lakhs. 
The equity dividend has been stepped up 
from 10 per cent to 12.5 per cent which 
will ab.sorb Rs 4.04 lakhs. The directors 
have reported rising costs and loss of 
revenue on account of there being no old 
rubber trees for sale this year consequent 
on the completion of old seeding rubber 
plantation programme. 1 he crop in 1968-69 
was 1,134,000 kg compared to 1,244,000 
kg in the previous year. For the current 
year the crop is estimated at 1,305,000 kg. 
Costs, however, will rise due to increase in 
labour wages consequent on the wage 
settlement. The crop harvested up to the 
end of June 1969 was 343,000 kg against 
an estimate of 375,000 kg. 

CAPITAL AND BONUS ISSUES 

Consent has been accorded to eight 
companies to raise capital amounting 
to over Rs 3.22 crores. Five of them 
arc to issue bonus shares, totalling over 
Rs 62.63 lakhs and the amount of bonus 
shares ranges between Rs 75,(K>0 and Rs 
26 lakhs. The consents are valid for 12 
months. The following are the details : 

The Khas Kenda Colliery Private Ltd, 
Calcutta, has been accorded consent to 
capitalise Rs 3,75,000 out of its general 
reserves and i.ssuc fully paid equity shares 
of Rs 10 each as bonus shares in the ratio 
of 1 :2 equity shares held, 

Dhargalkar Procesis Private Ltd, Bom¬ 
bay, has been accorded consent to capi¬ 
talise Rs 75,000 out of its general reserves 
and share premium reserve and issue fully 
paid equity shares of Rs 100 each as bonus 
shares in the ratio of 3 : 4 equity shares 
held. 

The Dharamsi Morarji Chemical Com- 
IMUiy Ltd, Bombay, has been accorded 


consent to capitalise Rs 25,49,100 out of 
its general reserves and issue fully paid 
equity shares of Rs 50 each as bonus shares 
in the ratio 1 : 4 equity shares held. 

The Sarangpur Cotton Manufacturing 
Company Ltd, Ahmedabad, has been 
accorded consent to capitalise Rs 6,64,250 
out of its general reserves and issue fully 
paid equity shares of Rs 125 each as bonus 
shares in the ratio of 1 : 9 equity shares 
held. 

Trlbeni Tissues Private Ltd, Calcutta, 
has been granted consent to issue further 
capital of Rs 178.12 lakhs in equity shares 
of Rs 10 each. Out of this equity shares^ 
of the value of Rs 26 lakhs would be issued 
to the UK holding company as bonus 
shares by capitalising a like sum from re¬ 
serves and further shares of the value of 
Rs 38,20,800 (nominal) would be issued to 
them at a premium of Rs 4 per share for 
supply of plant and machinery. The com¬ 
pany would, thereafter, convert itself into 
a public limited company. The proceeds 
of the issue are to t^e utilised for its 
expansion scheme. 

The Arya Tea Company Ltd, Calcutta , 

has been accorded consent to capitalise 
Rs 1,10,100 from its reserves, which is 
proposed to be utilised to increase the paid- 
up value of its equity shares from Rs 70 
to Rs 100 per share. 

The New Commercial Mills Company 
Limited, Ahmedabad, has been accorded 
consent to issue further capital of Rs, 
32 lakhs in 64,000 equity shares of Rs 50 
each to be issued at par in terms of the 
scheme of compromise and/or arrangement, 
sanctioned by the Gujarat High Court on 
May 2, 1969. 

The Mysore Acetate and Chemicals Co. 
f.td. Bangalore^ has communicated to the 
government of its proposal to issue capital 
of Rs 75 lakhs in equity shares of Rs 100 
each, for cash at par under Clause 5 of 
the Capital Issue (Exemption) Order, 
1969. Out of (his, Rs 50 lakhs are to be 
subscribed by the Mysore State indust¬ 
rial Investment and Development Corpo¬ 
ration Ltd and balance Rs 25 lakhs by 
the Industrial Development Bank of India 
Ltd. The proceeds of the issue are to be 
utilised to finance a part of the further 
overrun in the cost of the company’s 
project to set up the plant for the manu¬ 
facture of cellulose triacetate and cellulose 
acetate moulding compounds. 
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51 PER CENT STATE GOVERNMENT LOANS, 1981 


State 


Amount 
(In crores 
of Rs.) 

l$.sue 
price 
per cent 
Rs. 

J, Andhra Pradesh 


14.50 

99.50 

2. Assam 


4.50 

99.50 

3. Bihar 


5.50 

99.50 

4. Gujarat 


16.00 

100.00 

5. Haryana 


5.00 

99.50 

6. Kerala 


6.00 

99.50 

7. Madhya Pradesh 


8.00 

99.50 

8. Maharashtra 


22.00 

100. (X) 

9. Mysore 


10.00 

99.50 

10. Orissa 


6..50 

99.50 

11. Punjab 


6.00 

99.50 

12. Rajasthan 


7.00 

99.50 

13. Tamil Nadu 


20.00 

99.50 

14. Uttar Pradesh 


13.00 

99.50 

15. West Bengal 


II .(X) 

99.50 

Total 


155.00 



Alf loans will open for subscriptions on Monday, 1st Scploniber 
1969 and close on Saturday, the 6lh September 1969 or earlier 
without notice as soon as subscriptions approximate to the amount 
of each issue. All the State Governments reserve their right to 
retain subscriptions up to ten per cent in excess of the notified 
amounts. 

The loans will be redeemable at par after 12 years i.c. 
on Isl September 1981 and interest will be paid half- 
yearly on 1st March and 1st September each year. Interest 
in respect of all Joans will be liable to tax under the Income- 
tax Act, 1961. Subscriptions may be in the form of CASH/ 
CHEQUE in respect of all the loans. Secuiitics of the following 
Joans will also be accepted AT PAR for conversion into the 
new loans of the respective State Government : 

Name of the loan tendered for Name of the new Joan 
conversion issuable 

1. 4% Andhra Pradesh State 5J% Andhra Pradesh Slate 

Development Loan, Development Loan, 1981. 

1969. 

2. 4% Bihar State Develop- 5J% Bihar State Development 

ment Loan, 1969. Loan, 1981. 

3. 4% Gujarat State Develop- 5J% Gujarat State Develop¬ 

ment Loan, 1969. ment Loan, 1981. 

4. 4% Kerala State Develop- 5i% Kerala Slate Develop¬ 

ment Loan, 1969. ment Loan, 1981. 

5. 4% Madhya Pradesh State 5i% Madhya Pradesh State 

Development Loan, 1969. Development Loan, 1981. 

6. 4% Maharashtra State Dc- 5}% Maharashtra State De- 

velopment Loan, 1969. vclopment Loan, 1981. 

7* 41% Bombay State Develop- 5f % Maharashtra State De¬ 
ment Loan, 1969. velopment Loan, 198L 

8. 4% Mysore State Develop- 5} % Mysore State Develop¬ 
ment Loan, 1969. ment Loan, 198 L 


Name of the loan tendered for Name of the new loan 
conversion issuable 

9.41% Mysore State Develop- 5j% Mysore State Develop¬ 
ment Loan, 1969. ment Loan, 1981. 

10. 4% Orissa Government 52% Orissa Government Loan. 

Loan, 1969. 1981. 

11. 4% Rajasthan State De- 5J-% Rajasthan State Develop- 

vclopmcnt Loan, 1969. ment Loan. 1981. 

12. 4% Madras Loan, 1969. 52% Tamil Nadu Loan, 1981. 

13. 4% Uttar Presdesh Slate 5|% Uttar Pradesh State De- 

Devclopmcnt Loan, velopment Loan, 19^1. 

1969. 

14. 4% West Bengal Loan, 1969 52% West Bengal Loan, 1981. 

Interest on above securities accepted for conversion except 
securities of 41 % Bombay State Development Loan, 1969 and 
4i % Mysore State Development Loan, 1969 will be paid at the 
rate of 4% per annum upto and inclusive of 28th August 1969 and 
at the rate of 52 % per annum from 29th August 1969 to 31st 
August 1969 inclusive, at the time of issue of the new securities. 
Interest on the securities of 41 % Bombay State Development 
Loan, 1969 and 41 % Mysore State Development Loan, 1969 will 
be paid at the rate of 41 % per annum upto and inclusive of 
31st August 1969 at the lime of issue of the new securities. 

Applications for all the loans will be received at the offices of the 
Reserve Bank of India at Bangalore, Bombay (Fort and Byculla), 
Calcutta, Hyderabad, Kanpur, Madras, Nagpur, New Delhi and 
Patna and the branch of State Bank of Bikaner and Jaipur at 
Jaipur. 

Applications will also be received at other places within the 
respective Stales as follow'S : 

(i) Branches of the Subsidiary Banks of the State Bank of 
India conducting Government treasury work, 

(ii) Branches of the State Bank of India at places where there 
is no branch of its Subsidiary Banks conducting Government 
treasury work, and 

(hi) Treasuries and Sub-treasuries (except in the States of 
Assam, Rajasthan and West Bengal) at places not served by the 
aforesaid branches. 

Applications for Punjab and Haryana State Government loans 
will also be received at the State Bank of India, Chandigarh. 

Copies of the Notifications and Application Forms may be 
obtained from any of the Receiving Offices. 

Applicants tendering applications at the offices of the Reserve 
Bank of India at Bangalore, Bombay (Fort and Byculla^ Calcutta, 
Hyderabad, Kanpur, Madras, Nagpur, New Delhi and Patna 
will, in the event of oversubscription to the loan applied for, be 
given the option of transferring their cash refunds to any of the 
other State Government loans which may still be open for subs¬ 
cription. To avail themselves of this facility, the applicants should 
complete the '^Special Option Form'V copies of which can be ob» 
tainedat any of the offices of the Reserver of India mentioned 

above and tender the form along with lb(^ applications. 
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Work 


A Study of the government companies at work in India as on 
March 31, 1968^ has been published in the Company News and 
NoteSy a fortnightly journal of the Department of Company 
Affairs, Ministry of Industrial Development, -Internal Trade and 
Company Affairs. The findings of the study are reproduced 
below : 

Government company is defined as any company in which not 
less than 51 per cent of the paid-up capital is held by central 
government, or by any state government or governments or partly 
by central government and partly by state governments and 
includes company which is a subsidiary as thus defined. In the 
case of newly registered companies the intention that the govern¬ 
ment will subscribe towards the paid-up capital up to the extent 
required by section 617 of the Companies Act. 1956, has been 
taken as the basis for classifying them as government companies. 

There were 241 government companies at work in India as on 
March 31, 1968, with an aggregate paid-up capital of Rs 1559.3 
crores as compared to 232 such companies having an aggregate 
paid-up capital of Rs 1,391.5 crores as on March 31, 1967. Of the 
241 companies, 169 are private limited companies and 72 are 
public limited companies. The paid-up capital of the private 
limited companies aggregated Rs 1,460.2 crores and that of public 
limited companies Rs 99.1 crores. As on March 31, 1968 there 
were 27,338 companies at work in the country with an aggregate 
paid-up capital of Rs 3,445.4 crores. Out of these the govern¬ 
ment companies numbering 241 had a paid-up capital of Rs 1559.3 
crores and thus formed 45,2 per cent of the total paid-up capital of 
the corporate sector. Tabic I shows the names of government 
companies registered in 1967-68. 

During 1967-68 only nine government companies were register¬ 
ed as against 18 registered during the previous year. Of the above 
mentioned companies, three were promoted by the central 
government and the remaining by state governments concerned. 
The biggest company floated during the year was Hindustan Cop¬ 


per Ltd with an authorised capital of Rs 50 crores. This company 
was formed to take over from the National Mineral Develop¬ 
ment Corporation Ltd, an existing government company, all 
the plants, etc. pertaining to the exploitation, exploration, mining, 
and the like of Copper and Copper ore in Khetri, Rajasthan. 
The second big company was Uranium Corporation of India Ltd, 
registered with an authorised capital of Rs 15 crores to take over the 
Jaduguda Mines Project, owned by the Government of India. 
Out of the companies floated by state governments, three com¬ 
panies were registered as State Agro Industries Corporations. 

In addition to nine companies registered during the year, the 
following three companies became government companies during > 
the year. They arc : 

1. Goa Shipyard Ltd; 2. Indian Motion Pictures Export 
Corporation Ltd; and 3. Transformers and Electricals Kerala Ltd. 

The first two companies became government companies by 
virtue of their becoming subsidiary companies of Mazagaon Dock 
Ltd and State Trading Corporation of India Ltd respectively. 
The Goa Shipyard Ltd was previously registered at Goa as 
*Estaleirs Navis de Goa Linitada’ under the Portuguese Code in 
1957. This company was rc-incorporated under the Indian Com¬ 
panies Act, 1956, as Goa Shipyard Ltd. on September 29, 1967. 

As against the above, the following throe companies went out of 
the list of government companies. They are : (/) Gujarat State 
Fertilizers Ltd; (it) Janjira Bank Ltd; and (///) Mysore Fruit Pro¬ 
ducts Ltd. 

The companies (/) and (Hi) above ceased to be government 
companies with effect from August 31, 1967 and April 1, 1967, 
respectively and the company (//) viz. Janjira Bank Ltd went into 
liquidation with effect from May 15, 1967. 

Table II shows the growth of government companies from the 
enforcement of Companies Act to 1967-68. It would be seen from 


Table I 

NEW GOVERNMENT COMPANIES REGISTERED DURING 1967-68 

(Authorised capital in Rs lakhs) 


Name of company 

Date of registration 

Statc/Union territory of 
registration 

Authorised 

capital 

Electronics Corpn. of India Ltd 

April 11, 1967 

Andhra Pradesh 

10.00 

Canara Fertilizers Chemicals Ltd 

June 6, 1967 

Mysore 

4,00 

Haryana State Small Industries & Export Corpn Ltd. 

July 19, 1967 

Chandigarh 

50 

Mysore State Agro-Industries Corpn. Ltd. 

September 1, 1967 

Mysore 

2,00 

Uranium Corpn. of India Ltd. 

October 4. 1967 

Bihur 

15,00 

Hindustan Copper Ltd. 

November 9, 1967 

Rajasthan 

50.00 

Andhm Pradesh State Agro-Industries Corp. Ltd. 

March 5, 1968 

Andhra Pradesh 

2,00 

Assam Hills Small Industries Development Corporation Ltd 

March 30, 1968 

Assam 

50 

Kerala Agro Industries Corpn Ltd. 

March 22. 1968 

Kerala 

2,00 


Note ;-*Sincc at the time of registration companies do not have any paid-up capital, the intention of the government to subscribe 
towards the paid-up capital has been taken into account to classify the company as a government company. 



322 


EASTERN ECONOMIST 


table that while in the year 1955-56 there were only 61 government 
companies with an aggregate paid-up capital of Rs 66 crores* in 
1967-68 there were as many as 241 such companies having an aggre¬ 
gate paid-up capital of Rs 1,559.3 crores. Thus the paid-up capi¬ 
tal has increased during the last 12 years by more than 23 times. 

During the period under study, eight government companies 
increased their paid-up capital by over Rs 5 crores, alt of these 
being companies floated by the central government. Table III 
shows the paid-up capital increased by these eight companies 
during 1967-68. It would be seen fiom the tabic that the biggest 
increase in the paid-up capital was lecorded by the Bokaro Steel 
Ltd. This company increased its paid-up capital by Rs 38.6 
crores. This was followed by Hindustan Steel Ltd which increased 
its capital by Rs 24.0 crores. The third and fourth places were 
taken by companies engaged in the production of fertilizers. 

Although in government companies, government is the princi¬ 
pal shareholder, private intersts are also involved. These private 
interests include also the foreign collaborators who have share 

Table II 

GROWTH OF GOVERNMENT COMPANIES AT WORK 


Year Nuniber Paid-up 

of capital 

companies (Rs crores) 


1955-56 

61 

66.0 

1956-57 

74 

72.0 

1957-58 

91 

256.8 

1958-59 

104 

428.9 

1959-60 

125 

477.2 

1960-61 

142 

547.0 

J961-62 

154 

629.7 

1962-63 

160 

786.0 

1963-64 

176 

960.8 

1964-65 

183 

1J14.9 

1965-66 

212 

1241.3 

1966-67 

232 

1391.5 

1967-68 

241 

1559.3 
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goveminent companies. Table IV shows the 
pattern of shaieholdings in government companies. 

The central government which has 89 companies out of 241 
companies holds shares of the value of Rs 1414.8 crores, out of 
the total paid-up capital of Rs 1559.3 crores. The balance of 
Rs 144.5 crores is held to the extent of Rs 120.7 crores by the 
state governments and Rs 23.8 crores by private bodies and indi¬ 
viduals including foreign parties. Out of the investment of Rs 
120.7 crores by state governments Rs 18.3 crores has been 
invested in companies having joint participation by the central 
government and Rs 102.4 crores in state government companies. 

Break of Paid-up Capital 

Table V shows the break up of the paid-up capital held by 
various state governments in government companies. Out of 
Rs 120.7 crores invested by all state governments, the government 
of West Bengal with a paid-up capital holding of Rs 20 crores tops 


Table III 

GOVERNMENT COMPANIES WHOSE PAID-UP CAPITAL 
INCREASED BY Rs FIVE CRORES AND ABOVE 
IN 1967-68 

(Rs. lakhs) 


Name of the Company 

Paid-up 
capital as 

on 

March 31, 
1967 

Paid-up 
capital as 

on 

March 31, 
1968 

Increase 

Bokaro Steel Ltd 

33,65.75 

72,29.00 

38,63.25 

Hindustan Steel Ltd 

528,00.00 

552,00.00 

24,00.00 

Madras Fertilizers Ltd 


13,64.68 

13,64.68 

Fertilizer Corpn. of India 

Ltd 

51,44,. 14 

64,60.14 

13,16.00 

National Coal Development 
Corporation Ltd 

73,03.44 

84,82.29 

11,78.85 

National Mineral Develop¬ 
ment Corporation Ltd 

15,00.00 

24,06.03 

9,06.03 

Bharat Heavy Electricals 

Ltd 

58,61.18 

64,69.12 

4,08.00 

Uranium Corporation of 
India Ltd 

•• 

5,21.50 

5,21.50 
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the Iht and is followed closely by WfMS^^vernments^ of Orissa 
with Rs 19 crores and Kerala with Rs 18 crores. Fourth and fifth 
places have been taken by the state governments of Mysore and 
Andhra Pradesh with an investment of Rs 12 crores and Rs 10 
crores respectively. Table V also shows the percentage invest¬ 
ment by each state government to the total investment by state 
governments. 


Table VI furnishes the information regarding state-wise distri¬ 
bution of government companies on the basis of situation of their 
registered offices. It would be seen that the largest number 
of government companies is in Orissa, with 43 government 
companies registered as on March 31, 1968. Delhi comes next 
with 31 government companies, w'hilc third and fourth places arc 
taken by the states of Kerala and Mysore w'ith 24 and 23 companies 
respectively. On the basis of paid-up capital Bihar, which has 
only 10 government companies with an aggregate paid-up capital 
of Rs 753 crores, tops the list. This is mainly due to the location 
of the registered office of the Hindustan Steel Ltd which has a 
paid-up capital of Rs 552 crores at Ranchi. The second impor¬ 
tant is Delhi where the paid-up capital of government companies 
registered is of the order Rs 280 crores. It may, however, be 
pointed out that for administrative convenience many companies 
are having their registered offices in Delhi although their 
factories/units arc located outside Delhi. 


Table VIl and Vllf show the distribution of government com¬ 
panies according to main industrial groups. It would be seen from 
Table VII that the industrial group—processing and manufac¬ 
ture of metals and chemicals which accounts for 90 companies with 
an aggregate paid-up capital of Rs 1,116 crores is the most impor¬ 
tant industrial group in which government companies are func¬ 
tioning in the country. The second group is mining and quarrying 
w here about Rs 220 crores have been invested. 

As regards the important specific industries in which the 
government companies arc functioning it will be seen from Table 
VIII that iron and steel industry account for the largest investment, 
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vrz. Rs 640 crores (mainly due to Hindustan Steel Ltd) and is panies falling in machtnefy (other than transport and electrical) 

followed by coal mining having a paid-up capital of Rs 170 crores. and electrical machinery apparatus, Industries with a paid-up 

The third and fourth places have been taken by the group of com- capital of Rs 162 crores and Rs 140 crores respectively. 

Table IV 

HOLDINGS IN GOVERNMENT COMPANIES 
(As on March 31, 1968) 


Paid up capital (Rs lakhs) 


Paity holding paid-up capital 

No.of 

companies 

Centre 

States 

Others 

Total 

Central government only 

59 (a) 

12,98,03.58 


20.18 

12,98,23.76 

Central and state government only 

15(b) 

78,37.03 

8,70.70 

.. 

87,07.73 

C'cntral government and private interests 

8 

20,14.51 

.. 

11,68.13 

31,82.64 

Central government, state governments and private interests 

7 

18,22.83 

9,59.95 

6,42.95 

34,15.73 

Stale governments 

80 (c) 

.. 

90,72.57 

.. 

90,72.57 

State governments and private interests 

72 (d) 


11,68.17 

5,49.12 

17,17.29 

Total 

241 

14,14,77.95 

120,71.39 

23,80.38 

1559,29.72 


(a) Include three subsidiary companies of central government companies. 

(b) include one subsidiary company in which the paid-up capital is held by fully/owncd central government company and the 

Government of Rajasthan. 

(c) Include five wholly owned subsidiary companies of state government companies. 

(d) Include three subsidiary companies of companies where the paid-up capital is held by the state government and private inlcrcsts. 

Table V 

STATE-WISE DISTRIBUTION OF GOVERNMENT COMPANIES 
(As on March 31, 1968) 


State 

No. of 
companies 

Centre 

Paid-up capital 

Slate 

(Rs lakhs) 

Others 

PerceiUage 
to total 
paid-up 
Total capital 

Andhra Pradesh 

9 

5,22.64 

10,00.24 

76.74 

15,99.62 

1.0 

Assam 

12 


5,81 .67 

12.26 

5,93.93 

0.4 

Bihar 

10 

748,07.53 

5,07.30 

.. 

753,14.83 

48.3 

Gujarat 

3 

.. 

1,21.90 

0.84 

1,22.74 

0.1 

Haryana 

.. 

.. 




.. 

Kerala 

24 

7,69.82 

18,15.77 

5,93.03 

31,78.62 

2.0 

Madhya Pradesh 

6 

52,55.00 

4,77.58 

69.80 

58,02.38 

3.7 

Tamil Nadu 

10 

102,90.74 

8,07.11 

11,11.33 

122,09,18 

7.8 

Maharashtra 

19 

108,13.36 

5,68.57 

1,64.42 

115,46.35 

7.4 

Mysore 

23 

69,55.87 

11,93.42 

1,75.07 

83,24.36 

5.3 

Orissa 

43 

.. 

19,44.43 

28.96 

19,73.39 

1.3 

Punjab 


.. 


.. 

., 

.. 

Rajasthan 

9 

11,55.85 

1,11.25 

7.21 

12,74,31 

0.8 

Uttar Pradesh 

8 

1,00.00 

5,30.14 

5.85 

6,35.99 

0.4 

West Bengal 

15 

29,13.13 

19,93.60 


49,06.73 

3.1 

Chandigarh 

12 

40.00 

2,79.44 

0.75 

3,20.19 

0.2 

Delhi 

31 

277,55.10 

1,12.03 

1,15.26 

279.82.39 

18.0 

Goa 

1 

44.94 


15.13 

60.07 


Himachal Pradesh 

3 

40.00 

9.26 

,. 

49.26 

0.2 

Manipur 

1 

13.97 

.. 

O.ll 

14.08 


Pondicherry 

.. 

m m 


.. 

.. 


Tripura 

1 

. • 

9.99 

.. 

9.99 


.lammii & Kashmir 

1 

-■ 

7.69 

3.62 

11.31 


Total 

241 

14,14,77.95 

120,71.39 

23,80.38 

15,59,29.72 

100.0 

*On the basis of situation of registered otlice. 
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Ta»lb VI , 

AMOUNT INVESTED BY STATE GOVERNMENTS IN GOVERNMENT COMPANIES 

(As on March 31.1968) 


Name of state 

Amount invested (Rs lakhs) 

Jn companies In companies In companies 
with central where paid- where paid- 
government up capital is up capital is 

participation fully held by jointly held by 
state govts. state govts, and 
private interests 

Percentage share 
of each state 
Total to the total 

investment 
in paid- 
up capital 

Andhra Pradesh 

4,17.00 

5,05.12 

1,19.16 

10,41.28 

8.6 

Assain 

12.50 

5,00.39 

81.28 

5,94.17 

4.9 

Bihar 

1,86.54 

3,30.76 


5,17.30 

4.3 

Gujarat 

21.01 

1,14.00 

9.40 

1,44.4! 

1.2 

Haryana 

42,61 

56.25 


98.86 

,0.8 

Kerala 

2,72.51 

11,46.93 

3,61.62 

17,81.06 

14.8 

Madhya Pradesh 

2,16.35 

3,07.86 

49.97 

5,74.18 

4.8 

Tamil Nadu 

55.71 

6,00.00 

1,78.28 

8,33.99 

6.9 

Maharashtra 

1,76.63 

2,90.00 

6.60 

4,73.23 

3.9 

Mysore 

1,36.80 

8,56.38 

1,82.06 

11,75.24 

9.6 

Orissa 

.. 

18,47.73 

96.70 

19,44.43 

16.1 

Punjab 

42.48 

1,35.12 

12.20 

1,89.80 

1.6 

Rajasthan 

50.00 

40.00 

36.25 

1,26.25 

1.1 

Uttar Pradesh 

1,67.00 

3,53.18 

26.96 

5,43.14 

4.5 

West Bengal 

27.51 

19,69.60 


19,97.11 

16.6 

Delhi 

,, 

, , 




Goa 

,. 





Himachal Pradesh 


9.26 


9.26 • 


Manipur 

., 





Pondicherry 


.. 



0.3 

Tripura 


9.99 


9.99 

1 

Jammu & Kashmir 

10.00 

•• 

7.69 

17.69 , 

1 

Total 

18,30.65 

90,72.57 

11,68.17 

120,71.38 

100.0 


Table VII 

DISTRIBUTION OF GOVERNMENT COMPANIES* 
AT WORK 

(According to Main Industrial Croups) 


Industrial Group 

No. of Paid-up 

companies capital 
(Rs. lakhs) 

Agriculture & allied activities 

14 

12,26.21 

Mining and Quarrying 

19 

219.64.82 

Processing and manufacture; foodstulTs, 
textiles, weather and products thereof 

24 

12,26.22 

Processing &, manufacture ; Metals & 

& Chemicals and products thereof 

90 

1115.81.72 

Processing and manufacture not 
elsewhere classified 

33 

129,76.80 

Construction and utilities 

7 

7,08.53 

Commerce (Trade and finance) 

39 

30.84.93 

Transport, communications and storage 

6 

27,86.26 

Community and business services 

3 

87.24 

Personal and other services 

6 

2,86.99 

Total 

241 

1559,29.72 


*A8 oa March 31,1968. 


Table VIII 

INDUSTRIAL PATTERN OF GOVERNMENT 
COMPANIES AT WORK 
(As on March 31, 1968) 


No. of Paid-up 
companies Capital 
(Rs lakhs) 


Agriculture (excluding plantation industries) 

6 

5.61.49 

Coal mining 

3 

170.40.69 

Metal mining 

14 

49,09.96 

Textiles : spinning, weaving and finishing 
(including bleaching, dyeing and printing) 

6 

3,83.56 

Iron and steel (Basic manufacture) 

11 

640,00.10 

Transport equipment (Repairs, assembly, 
manufacture etc) 

5 

49,25.62 

Kiectrical machinery, apparatus, appliances etc 

17 

140,34.16 

Machinery (other than transport and elec¬ 
tricals including engineering workshops) 

26 

162,43.74 

Chemical fertilizers (including manure mixture) 

6 

87.74.50 

Products of jxitrolcum (Refineries) 

4 

91.64.16 

Paper and paper products 

3 

4,99.32 

Construction and utilities 

6 

6,43.53 

Wholesale trade in commodities 

8 

6.24.16 

Banking, loan companies and other finan¬ 
cial institutions 

24 

22,19.75 

Transport by road and water 

6 

27,86.26 

Community services not elsewhere classified 

3 

87.24 

Hotel, restaurants etc 

5 

2,62.53 

Other industries 

88 

87,68.95 


24r^ 

1559,29Tto 
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Amalgamation of Companies in 1967-68 and 1968-69 


THE Research and Statistics Division of the Department of Com¬ 
pany Affairs, Ministry of fndustrial Development, Internal Trade 
and Company Affairs has made a study of the “Trends in Amalga¬ 
mations of Joint-Stock Companies in India during 1967-68 and 
1968‘69'’ in its latest fortnightly bulletin. Company News and 
Notes, 

Tablk I 

NUMBER OF COMPANIES AMALGAMATED : 1967-68 


State/Union Territory 


West Bengal 
Maharashtra 
Gujarat 
Delhi 

Uttar Pradesh 
Tamil Nadu 
Kerala 


1967-68 

No. of companies 
amalgamated 


Twentyfour companies, according to the report, wore amal¬ 
gamated in India during 1968-69. The corresponding figure for the 
pievious year, 1967-68, was 25 companies. The state of Maha¬ 
rashtra accounted for the highest number of amalgamations 
during 1968-69 with 11 cases, followed by the state of West 
Bengal with nine. In 1967-68, the maximum ^’number of amal¬ 
gamation w'as from the state of West Bengal with 13 companies. 
Tables I and II below give data statowisc of the amalgamations 
that have taken place during the years 1967-68 and 1968-69. 

Table ii 

NUMBER OF COMPANIES AMALGAMATED : 1968-69 

1968-69 

State No. of companies 

amalgamated 

Maharashtra 11 

West Bengal 9 

Gujarat 1 

Rajasthan 1 

Tamil Nadu 1 

Uttar Pradesh I 


Total 


COMPANIES AMALGAMATED DURING 1967-68 


SI. 

No. 

Name of Company 

Amalgamated with 

State 

Month 

1. 

Ajanta Wears Pvt. Ltd. 

The New Indian Textile Products Pvt Ltd. 

Gujarat 

May, 1967 

2. 

Alembic Distributors Ltd. 

Alembic Chemical Works Co. Ltd. 

Gujarat 

May. 1967 

3. 

Ranbaxy Co. Pvt. Ltd. 

Ranbaxy Laboratories Ltd. 

Delhi 

June, 1967 

4. 

Nagaisurec Tea Co. Ltd. 

Killco Tea Co. Ltd. 

West Bengal 

July, 1967 

5. 

Indian Patent Store Co. Ltd 

Bird & Co. Pvt. Ltd 

West Bengal 

July, 1967 

6. 

Steel Balling Co. Ltd 

Bird Sc Co. Pvt, Ltd 

West Bengal 

July, 1967 

7. 

Bengal Distilleries Co. Ltd. 

Shaw Wallace & Co. Ltd 

West Bengal 

July, 1967 

8. 

R^kumar Indian Ltd 

Electrolytic Tin Plates Pvt. Ltd 

Maharashtra 

July, 1967 

9. 

Motilal Padampat Steels Pvt .Ltd 

Motilal Padampat Sugar Mills Pvt. Ltd 

Uttar Pradesh 

August, 1967 

10. 

Rawanwara Collieries Ltd 

Oriental Coal Co. Ltd 

West Bengal 

August, 1967 

11. 

Confinance Ltd 

United Holding Pvt. Ltd 

Maharashtra 

September, 1967 

12. 

W. A. Bcardsell & Co. Pvt. Ltd 

Mettur Industries Ltd 

Madras 

December 1967 

13. 

Waldics Zinc Pigments Ltd ^ 

Waldics Industries Ltd > 


West Bengal 

December, 1967 

14. 

D. Waldic Sc Co. (Lead Oxide) Ltd 

West Bengal 

December, 1967 

15. 

Bangalore While Lead Syndicate Ltd ; 


West Bengal 

December, 1967 

16. 

Mafatlal Chandulal & Co. Ltd 

M. G. Investment Corpn. Ltd Bombay 

Giyarat 

January, 1968 

17, 

Merchants Combine Ltd 

Kurics Sc Trades Ltd 

Kerala 

March, 1968 

18. 

NowTosjee Wadia Ginning & Pressing Co. Ltd. 

Bombay Dyeing Sc Manufacturing Co. Ltd 

Maharashtra 

March, 1968 

19. 

Orion Engineering Works Pvt. Ltd 

Candy Filters (India) Pvt. Ltd 

Maharashtra 

Match. 1968 

20. 

East Asiatic Machinery Sl Industrial Engineering 
Co. Ltd 

Turner Hoaro Co. Ltd 

Maharashtra 

M^ich, 1968 

21. 

Rajasthan Commercial Co. Ltd 

G. Das Sc Co. Pvt. Ltd 

West Bengal 

March, 1968 

22. 

Jayshree Land Development Ltd 

Padmavati Rs^ Cotton Mills Ltd 

West Bengal 

March, 1968 

23. 

Kilburn Sc Co. Ltd 

MacneiJl Sc Barry Ltd 

West Bengal 

March, 1968 

24. 

Kilbum Properties Ltd 

Macneill and Barry Ltd 

West Bengal 

March, 1968 

25. 

Majerhar Properties Ltd 

Macneitl and Barry Ltd 

West Bengal 

Match, 1968 
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COMPANIES A.MALCAMATED DURING 1968-69 


ni 


1 2 

1. Amul Spanners Ltd 

2. Cotton Agents {Rajasthan) Ltd 

3. Sibsagar Tea Estate Ltd 

4. Punjab Commercial Pvt. Ltd 

5. Pioneer Planning Ltd 

6. Linguaphone Institute (India) Pvt. Ltd 

7. Steam & Mining Equipment (India) Pvt. Ltd 

8. Jubli Investment Co. Pvt. Ltd 

9. Mahindra Engg. Co. Ltd 

10. British Drug Houses India Pvt. Ltd 

11. Gordon WoodrofTc Leather Manufacturing Co. 
Ltd 

12. Volkart (India) Ltd 

13. Mukesh Textile Mills Pvt. Ltd 

14. Ceramics & Electrical Industries Pvt Ltd 

15. Associated Hotels of India Ltd 

16. D. Walditt & Co. Ltd 

17. Ormal Products India Ltd 

18. National Steamship Co. Ltd 

19. New Dholera Steamship Ltd 

20. J. K. (Bhopal) Pvt. Ltd 

21. Sassoon Spinning & Weaving Co. Ltd 

22. Gagaibhai Jute Mills Pvt. Ltd 

23. D. & P. Products Pvt. Ltd 

24. Hind Auto Industries Ltd. 


3 

4 

5 

Anil Starch Products Ltd 

Gujarat 

April, 1968 

Shree Vijaya Laxmi Trading Co. Ltd 

Rajasthan 

May, 1968 

Oriental Investment Pvt. Ltd 

West Bengal 

Aprik 1968 

Oriental Investnvsnt Pvt Ltd 

West Bengal 

April, 1968 

Oriental Investment Pvi. Ltd 

West Bengal 

April 1968 

British Institute of Engineering Technology 
(India) Pvt. Ltd 

Maharashtra 

May, 1968 

AndrevN Yule & Co. Ltd 

West Bengal 

June, 1968 

Wood Crafts Products Ltd 

West Bengal 

July, 1968 

Mahindra & Mahindra Ltd 

Maharashtra 

August, 1968 

Glaxo Laboratories India Ltd 

Maharashtra 

August, 1968 

Gordon WoodrofTc & Co. (Madras) Pvl l td 

Tamil Nadu 

August, 1968 

Patel Volkart Pvt Ltd. 

Maharashtra 

September, 1968 

Tiingbhadra Sugar Works Pvt. Ltd 

Maharashtra 

September, 1968 

Lotus Pvt. Ltd 

Maharashtra 

September, 1968 

East India Motels Ltd 

West Bengal 

August, 1968 

Ciillandor Arbuthnor & Co. Ltd 

West Bengal 

August, 1968 


West Bengal 

August 1968 

Malbar Steamship Co. Ltd 

Maharashtra 

Novoinhcr, 1968 

Malbar Steamship Co Ltd. 

Maharashtra 

November, 1968 

JuggiJal Kainlapag Udyog Pvt. Ltd 

West Bengal 

December, 1968 

Mafatlal Fine Spg. & Mfg. Co. Ltd 

Maharashtra 

January, 1969 

Mafatlal Gagaibhai & Co. Pvt. Ltd 

Maharashtra 

February, 1969 

Herbertsons Ltd 

Maharashtra 

February, 1969 

Automobile Products of India Ltd, Bombay 

Uttar Pradesh 

March, 1969 
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Wholesale Prices 
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THt wholesale prices as measured by the official index 
(vvilh the year ended March, 1953^-100) advanced by 4.3 per cent 
to 223.1 during June 1969 as compared to 213.9 for the preceding 
month. (The index for June 1969 was higher by 8.4 per cent 
when compared to 205.9 tor June 1968). The rise in the overall 
index was contributed by all the groups except liquor and tobacco’ 
which stood almost at the same level. The indices of ‘food 
articles’ rose by 6.0 per cent to 239.5; ‘fuel, power, light and 
lubricants’ by 0.4 per cent to 198.9, ‘industrial raw materials’ 
by 5.0 per cent to 260.4 and *manufactures’ by 0.8 per cent 
to 176.8 when compared to May 1969. 

Food articles 

The sub-group index for ‘cereals' and ‘pulses’ advanced by 4.9 


per cent to 206.7 and J1.2 per cent to 212.9 respectively during 
the month under review due to a rise in the prices of all the cereals 
and pulses, with the result that the index for ‘foodgrains* moved 
up by 6.0 per cent to 207.8. The prices of *fruits and vegetables* 
depicted a rise in June and the index for this sub-group registered 
an increase of 5.2 per cent over the previous month. The indices 
for ‘milk and ghee* and ‘edible oils* rose by 3.6 and 9.8 per cent 
respectively owing to a rise in the prices of all the items covered 
by the two sub-groups. Higher prices of fish and meat pushed 
up the index for ‘fish, eggs and meat* by 5.7 per cent to 229.8. 
The price of eggs, however, declined during the month. The 
prices of gur, which witnessed a decreasing trend during the last 
few months, recorded a rise in June 1969 while sugar remained 
stationary and the index for ‘sugar and gur* sub-group advanced 


INDEX NUMBERS OF WHOLESALE PRICES BY GROUPS AND SUB-GROLPS OF COMMODITIES 

(Base : 1952-53-100) 


Increase (+) or 
decrease (- ) in June 
t969 as compared with 


Group and sub-group 

Food articles 

(a) Foc'idgrains 
Cereals 
Pulses 

(b) Fruits and vegetables 
<c) Milk and ghee 

(d) Edible oils 

(c) Fish, eggs and meat 

(f) Sugar & gur 

(g) Others 
Liquor and tobacco 

Tobacco 

Fuel, |»ower, light and lubricants 
Industrial raw materials 

Fibres 

Oilseeds 

Minerals 

Others 

Manufactures 
Intermediate products 
Finished products 

Textiles 

Colton manufactures 
Jute manufactures 
Woollen manufactures 
Silk and rayon manufactures 
Metal products 
Chemicals 
Oilcakes 

Machinery and transport equipment 
Others 

All commodities 


June 1969 


239.5 

207.8 

206.7 

212.9 

244.1 

257.1 

311.3 

229.8 

219.2 

311.4 

227.8 

223.4 

198.9 

260.4 

239.4 

317.6 

146.3 

200.2 

176.8 

221.5 

169.5 

166.4 
J59.9 

185.6 

203.5 

151.1 
223.0 

165.1 

283.8 

158.7 

141.1 

223.1 


May 1969 


225.9 

196.1 

197.1 

191.5 

232.1 

248.2 

283.6 

217.4 
211.1 

287.6 

227.9 

223.5 
198.1 
248.0 

241.3 

284.5 

147.6 

198.8 

175.4 

215.9 

168.7 

166.9 
159.0 

186.9 

203.6 

152.9 
223.0 

164.9 

259.3 

158.6 

140.3 

213.9 


June 1968 


234.5 

203.8 

205.7 

195.2 

247.9 

232.7 

212.5 
229.0 

397.7 

241.6 

172.1 

164.3 

190.1 

199.2 

199.4 

212.8 

139.9 

177.5 

163.7 

194.7 

158.7 

154.7 
158.4 

141.3 

193.8 

155.6 
214.2 

151.1 

243.6 

156.1 

136.8 

205.9 


May 1969 


'h6.0 
+6,0 
+4.9 
+ 11.2 
+ 5.2 
+3.6 
+9.8 
+5.7 
+3.8 
+8.3 
Ncg. 
Neg. 
+0.4 
+5.0 
- 0.8 
+ 11.6 
—0.9 
+ 0.7 
! 0.8 
+ 2.6 
+0.5 

Nil 

0.7 

Nil 

1.2 

Nil. 

+0.1 

+9.4 

+ 0.1 

+0.6 

+4.3 


June 1969 


+ 2.1 
+2.0 
+0.5 
+9.1 
—1.5 
+ 10.5 
+46.5 
+0.3 
—44.9 
+28.4 
+32.4 
+36.0 
+4.6 
+30.7 
+20.1 
+49.2 
+4.6 
+ 12.8 
+8.0 
+ 13.8 
+6.8 
+7.6 
+0.9 
+ 31.4 
+5.0 
—2.9 
+4.1 
+9.3 
+ 16.5 
+ 1.7 
+3.1 
+8.4 


Source : Economic Adviser ^ Odvemmont of India. 
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by 3.8 per cent to 219.2. The prices of ^othcr fciod articles^ such 
as chillies, turmeric, cardamoms, betelnuts and salt rose sig- 
nifkantly while coffee recorded a fractional fall; a result the 
index for this sub-group advanced by 8.3 per cent to 311.4. 

Liquor and tobacco 

The index for this group stood at 227.8 as against 227.9 foi 
the earlier month. The prices of liquor declined while tobacco 
remained almost unchanged. 

Fuel, power, light and lubricants 

The index for this group moved up by 0.4 per cent to 198.9 
due to higher prices of electricity and castor oil. 

Industrial raw materials 

Lower prices of jute raw, hemp raw\ wool raw and silk raw 
brought down the index for ‘fibres’ sub-group by 0.8 per cent 
to 239.4; fractional rise in the price of cotton raw was, however, 
noted. In June, 1969 the prices of all the oil seeds including 
copra rose significantly and the index for this sub-group advanced 
by 11.6 per cent to 317.6. The sub-group index for ‘minerals’ 
receded by 0.9 per cent to 146.3. Among the ‘other industrial 
raw materials’ the prices of hides raw, skins raw and tanning 
materials rose while rubber, lac and bamboos declined, with the 
result that the index for this sub-group advanced by 0.7 per cent 
to 200.2, as compared to 198.8 for the previous month. 


Intennedfaite products 

The index for ‘intermediate products* moved up by 2.6 per cent 
to 221.5 owing to higher prices of linseed oil, cotton yam, alu¬ 
minium, zinc, brass and copper. The prices of rayon yarn and 
coir yam drifted down. 

Finished prodrets 

The sub-group index for ‘textiles* receded by 0.3 per cent to 
166.4 due to lower prices of jute manufactures (0.7 per cent to 
185.6) and silk and rayon manufactures-—(1.2 per cent to 151.1). 
The prices of various cotton manufactures and woollen manu¬ 
factures, however, remained unchanged at their previous months’ 
level of 159.9 and 203.6 respectively. The index for ‘metal 
products* stood stationary at its previous months level of 223.0, 
while that of ‘chemicals’ worked out to 165.1 as against 164.9 
for May 1969. The sub-groups index foi ‘oilcakes’ increased 
by 9.4 per cent to 283.8. The prices of cycles rose slightly while 
those of other items remained unchanged; consequently the index 
for machinery and transport equipment worked out to 158.7 
as against 158.6 for May, 1969, Among the ‘other finished 
products’ the price of shoes (leather) showed a slight rise and the 
index for this sub-group moved up by 0.6 per cent to 141.1. 
On the whole the index for the ‘finished products* rose by 0.5 
per cent to 169.5 as compared to 168.7 for May 1969. 


INDEX NUMBERS OF INDUSTRIAL PRODUCTION 
(Base : 1960—100) 



1968* 


1969* 



1968* 


1969* 


Jan. 

Feb. 

March 


Jan. 

Feb. 

March 

General index 





Synthetic fibres 

230.4 

N.A. 

N.A. 

N.A. 

Seasonally adjusted 

160.9 

171.6 

168.5 

164.7 

Dyestuffs and dyes 

181.1 

213.2 

202.4 

216.5 

Crude 

160.9 

175.7 

165.6 

172.0 

Fertilizers 

448.9 

555.2 

547.5 

581.0 

Minining and quarrying 

142.3 

147.8 

143.0 

143.9 : 

Paints, varnishes and lacquers 

117.1 

110.1 

110,0 

112.4 

Manufacturing 

156.3 

171.8 

162.0 

169.5 1 

Drugs and pharmaceuticals 

154.4 

N.A. 

N.A. 

N.A. 

Food manufacturing 

108.4 

140.6 

135.9 

142.1 1 

Fine chemicals 

169.5 

186.1 

150.4 

M2.I 

Vanaspati 

140.4 

153.2 

139.4 

144.0 

Petroleum refinery products 

260.1 

268.1 

253.7 

309.4 

Tea 

104.9 

16.6 

19.4 

29.0 ; 

Non-mctallic mineral products 

154.8 

170.9 

160.5 

172.1 

Coffee curing 

114.4 

198.6 

230.2 

302.5 

Cement 

152.3 

166.6 

159.0 

178.9 

Cigarette manufacturing 

163.3. 

172.6 

154.5 

150.4 

Basic metal industries 

193.7 

225.0 

204.9 

219.0 

Manufacture of textiles 

112.5 

lll.l 

107.9 

107.7 

lion and steel basic industries 

185.4 

217.8 

197.9 

211.8 

Cotton textiles 

111.7 

N.A. 

N.A. 

N.A 

Non-ferrous basic metal indus- 





Cotton spinning 

124.1 

N.A. 

N.A. 

N.A. 

trios 

238.5 

263.7 

243.1 

257.9 

Weaving of cotton textiles 

96.2 

N.A. 

N.A. 

N.A. 1 

Aluminium manufacturing 

400.5 

438,6 

400.2 

427.2 

Woollen textiles 

144.2 

N.A. 

N.A. 

N.A. ' 

Metal products 

181.2 

199.1 

195.0 

192.7 

Jute textiles 

96.4 

81.9 

69.7 

69.1 

Machinery (except electrical) 

327.0 

375.4 

346.2 

390.8 

Paper and paper products 

185.0 

198.7 

174.5 

175.7 

Industrial machinery 

149.1 

135.4 

127.9 

152.2 

Manufacture of paper 

186.8 

197.8 

175.4 

176.7 

Machine tools 

261.0 

276.2 

286.5 

335.4 

Manufacture of paper board 

187.2 

218.2 

181.2 

N.A. 

Electrical machinery 

277.5 

316.0 

283.7 

320.1 

Rubber products 

202.1 

224.3 

213.7 

220.7 

Transport equipment 

142.9 

147.8 

145.2 

145.8 

Tyres and tubes 

227.6 

264.5 

247.8 

260.1 

Motor vehicles 

149.5 

159.2 

151.0 

171.8 

Chemicals and chemical products 197.4 

221.8 

211.4 

217.1 

Motor cycles and bicycles 

220.1 

245.0 

220.4 

246.7 

Basic industrial chemicals 





Motor cycles and scooters 

395.8 

462.8 

428.3 

518.3 

(including fertilizers) 

265.8 

306.6 

287.0 

297.7 1 

Bicycles and tricyles 

182.7 

198,7 

176.2 

188.^ 

Heavy organic chemicals 

241.8 

289.9 

212.1 

270.9 1 

Electricity 

266.6 

288.7 

262.3 

N.A. 

Heavy inori^anic chemicals 

270,2 

302.7 

289.2 

284.4 ; 






Synttietxc resins and plastics 

169.9 

168.1 

146.1 

138.0 1 

----- 









1 

•Provisional 


Source : 

C S 0. 
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AtigttSt 15.196!^ 


MONEY SUPPLY WITH THE PUBLIC (Rs crorcs) 


Last iTiday 





Money supply 

Total 
currency 
>vith public 

Deposit money with the public 

Total 
variation 
in money 
supply 

Total 

Net demand 
deposits of 
banks 

Other deposits 
with Reserve 
Bank 

1960-61 

• • # 

• ev 


• ft 

2,868.61 

2,098.05 

770.56 

757.10 

13.46 

+199.16 

J 961-62 

• • • 

• • • 

a • « 

e a • 

3,045.82 

2,201.16 

844.66 

827.43 

17.23 

+ 177.21 

1962-63 


a •• 

e a • 


3,309.97 

2,379.47 

930.51 

907.98 

22.53 

+264.15 

1963-64 

* • e 

... 

• •• 

aaa 

3,752.12 

2,605.56 

1,146.56 

1,114.66 

31.90 

+442,15 

1964-65 


a 1 a 


aaa 

4,080.28 

2.769.05 

1,311.23 

1,289.52 

21.70 

+328.16 

1965-66 

• •• 




4,529.39 

3,034.28 

1,495.10 

1,478.38 

16.72 

+449.11 

1966-67 

... 

a.. 

• % ■ 

aaa 

4,949.96 

3,196.80 

1 753.16 

1.711.75 

41.41 

+ 420.57 

1967-68 

... 


• •• 

aaa 

5,350.07 

3,376.08 

1,973.99 

1,917.66 

56.32 

+400 11 

1968-69 

• a • 


• V a 


5.779.52 

3,682.19 

2,097.34 

2,016.46 

80.88 

+429.45 

1968 April 



• •• 

aaa 

5,447.84 

3,484.50 

1,963.34 

1,898.70 

65.34 

+ 97.77 

1968 May 


... 



5,411.35 

3,474.31 

1,937.04 

1,878.55 

58.49 

-- 36.49 

December 



, , 

aaa 

5,388.96 

3,372.24 

2,016.72 

1.935.09 

81.63 

+ 109.19 

1969 January 



a • • 

aaa 

5,500.42 

3,465.58 

2,034.84 

1,959.86 

74.98 

+ 111.46 

„ February 

aa. 


« • a 

aaa 

5,600.53 

3.580.79 

2,019.75 

1,950.36 

69.38 

+ 100.11 

March 

aaa 


• • • 


5,779.52 

3,682.19 

2,097.34 

2,016.46 

80.88 

+ 178.99 

,, April 


aaa 

• •• 

aaa 

5,923.19 

3,768.52 

2,154.67 

2,069.60 

95.07 

+ 143.67 

May 

... 

aa. 

a • • 

... 

5,890.41 

3.787.40 

2,103.01 

2,042.07 

60.94 

— 32.78 


Source : Reserve Bank: of India. 


RESERVE BANK OF INDIA 

(Rs crorcs) 



July 25, 
1969 

A 

week 

ago 

A 

month 

ago 

A 

year 

ago 

Issue ttepartment 





Notes held in banking 





department 

23.59 

24.67 

24.10 

26.90 

Notes in circulation 

3553.16 

3608.81 

3686.43 3199.55 

Total notes issued 

3576.75 

3633.48 

3710.53 3226.44 

Gold coin and bullion 

182.53 

182.53 

182.53 

115.89 

Foreign securities 

200.89 

200.89 

226.42 

206.42 

Rupee coin 

70.57 

67.30 

64.39 

81.08 

Government of India rupee 





securities 

3122.76 

3182.76 

3237.19 2823.05 


Banking department 

Deposits of central govern 


ment 

Deposits of state govern¬ 

51.98 

55.60 

51.85 

62.36 

ments 

13.36 

9.32 

12.27 

7.69 

Deposits of banks 

186.79 

192.65 

214.74 

142.8S 

Other dcp6sits 

295.57 

297.96 

230.97 

386.06 

Other liabilities 

486.00 

479.81 

572.72 

369.27 

Total liabilities/assets 

1033.70 

1035.33 

1082.56 

968.23 

Notes and coins 

23.66 

24.73 

24.17 

26.98 

Balances held abroad 

Loans and advances to 

161.16 

152.98 

129.20 

95.40 

<a) State governments 
(b) Scheduled commercial 

57.16 

61.40 

68.26 

56.94 

banks 

79.13 

93.65 

172.22 

64.74 

(c) State co-operative banks 

222.16 

222.35 

224.16 

170.39 

(d) Other loans and advances 
Bills purchased and dis¬ 

8.28 

8.16 

8.30 

9.38 

counted 

141.95 

142.70 

145.67 

149.08 

Investments 

301.27 

287.26 

257.98 

356.10 

Other assets 

38.94 

42.10 

52.61 

39.22 


SCHEDULED COMMERCIAL BANKS 


(Rs crores) 




July 25, 

A 

A 

A 



1969 

week 

month 

year 




ago 

ago 

ago 

h 

Demand deposits’** 

2093.24 2080.49 2072.79 1880.46 

2. 

Time deposits’^ 

2593.42 2575.39 2535.05 2156.20 

3. 

Aggregate deposits^ 

4686.66 4655.88 

4607.84 4036.66 

4. 

Cash 

127.15 

130.85 

176,33 

94.08 

5. 

Balances with Reserve 






Bank 

177.05 

177.38 

166.72 

141.02 

6. 

Cash and balances with 






Reserve Bank 

304.19 

308.24 

343.05 

235.10 

7. 

Borrowings from Re¬ 






serve Bank 

79.80 

93.35 

158.77 

64.74 

8. 

Investment in govern¬ 






ment securities 

1181.13 

1158.48 1133.09 1019.62 

9. 

Advances 

2863.56 2884.11 

2858.14 2563.32 

10. 

Bills purchased and 






discounted 

655.23 

667.12 

680.07 

478.36 


Inland bills 

482.84 

497.42 

513.13 

342.99 


Foreign bills 

172.39 

169.70 

166.94 

135.37 

11. 

Total bank credit 

3518.79 

3551.22 

3i#S8.21 3041.68 

12. 

Percentage of 






(6) to (3) 

6.49 

6.62 

7.44 

5.82 


(8) to (3) 

25.20 

24.88 

24.59 

25.26 


(11) to (3) 

75.08 

76.27 

76.79 

73.35 


'^Excluding inter-bank borrowing^ 

Soured : Reserve Bank of India. 










EASTERN ECONOMIST 



Lightness, corrosion resistance, good 
surfate finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HINDALCO Aluminium 
Extrusions. There are endless applications 
in every industry using fabricated metal 
shapes as components of assembly. A sin¬ 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, H-sections, hollow shapes 
or semi-hollow shapes or special shapes. 
Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? It will pay you handsomely to 
do so ! Please write to: 

HINDUSTAN ALUMINIUM Umucl 
CORPORATION LTD. 

Works: Renukoot. U.P. ^8^ 

OfTices: BOMBAY 
iJELHI-CALCUTTA-MADRAS 


SOBHACYA44A-2 
















August 15, 1969 


EASTBI^ eC^OMIST 


R«gd. No. Thtt4.. .-i;. 
Retistend with the Registinflt', 
of Newtpapen Cor India: r 
under No. R.N.539/5r . 




DYES 

CHEMICALS 
PHARMACEUTICALS & 
IHTERMEDIATES 

*4 

THE ATUL PROeUCTS LIMITED ATUl. VIA, MLMR. WESTfRM RAHWAY 


uournfo trade- mark 


■'-Printed and Published by R. P. Af^ala. pn bdialf of. the Baateni Eeoaomist Ltd,, ynlted Coomieiplii Badk. Wn i Wiit R, 
Parliament Street. New Delhi, at the New India Fnai. Oiciis, New DeUii. 

Editor : V. ITeleiahrMnMiiiM RaglaiRfRd aft the. 0,P.Q.4 London, aa a n aw i>a | i f 









EASTERN 


YES! 

You can obtain 
Product Improvement 
with Cost Reduction 
in your industry 
with 





EXTRUSHNIS 

Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HINDALjCO Aluminium 
Extrusions. There are endless applications 
in every industry using fabricated rhetal 
shapes as components of assembly. A sin¬ 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made In alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, H-sections, hollow shapes 
or semi-hollow shapes or special shapes. 

Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? It will pay you handsomely to 
do so ! Please write to: 

HINDUSTAN ALUMINIUM 
CORPORATION LTD. 

Works: Renukoot, U.P. 

Offices: BOMBAY 
UELHI.CALCUTTA-MAORAS 






Richer Than All Her Tribe 




■■■■■■■■■■■■■■■ 

.. il 

AUGUST 22. 1969 i 

ll 

Richer Than All Her Tribe 

I 

i 

CA 1 

Bank Nationalisation and After 

335 ‘ 

Jute Package . 

337 I 

Selling to Poland. 

338 1 

After Tashkent—Dr A. Appadorai 

339 1 

UTI ; Performance and Prospects 

i 

—R. V. Murthy .. 

340 1 

Panchayat Unions In Tamil Nadu 


—K. Venkataraman .. 

343 j 

FROM THE PRESS GAIXERY 

352 ; 

Defections : Menace to Democracy. 


WINDOW ON THE WORLD .. 

353 ' 


Strike Law in the UK. li 

Inflation Among Nations—Trade ij 

Across Europe—Spotlight on D- ll 

Mark. 

President Nixon’s ‘New Federalism*. 

The Burmese Way to Socialism. 

THE MOVING FINGER WRITES 361 
TRADE WINDS .362 

Franc Devaluation Aftermath; Assent 
for Bank Bill; Bank of Baroda 
Branch; Fifth Finance Commission; 

Export of Wire Rope; State Loans; 

Britain’s Trade Deficit; Kerosene 
from Russia; Cable ^ Project in 
Kuwait; World Bank Interest 
Rate; Balance of Trade; Soyabean 
Oil from USA; Cotton Crop; Final 
Estimate of Sugarcane ; Dry Land 
Farming; Classification of Hotels; 

TWA Mission in Asia; HEC 
Losses; Bharat l^cctronics; 

Hindustan Cables; Awards to 
Inventors; Round Bars to Lebanon; 

New Kiln for Limestone; Short¬ 
fall of Metals in 1973-74. 

COMPANY AFFAIRS .. 365 

Jiyajecrao Cotton; Indian Iron; 

Hindustan Lever; State Bank; 

Swadeshi Cotton; Bombay Dyeing; | 

Mafatlal Fine; Calico Mills; Mettur 
Chemical; Tndo-Swedish Pipe; 

Hindustan Sanitaryware; Asian 
Electronics; Polydor of India; 

General Papers; Licences and Letters 
of Intent. 

READERS’ ROUNDTABLE .. 368 

Credit to Agriculture. 

RECORDS AND STATISTICS .. 369 

State Budgets : 1969-70. 

Cover photograph: Courtesy ‘Times of India.’ 

ANWAL SUBSCRIIO’^^^ 

. INLAND : Rs. 85,00 
FOREIGN : £7-0-0 or 117-00 
Airmail A Advertisement Rates 
on Enquiry. 

HBOIOTERED OFFICE : 

UCO Bank Buiklint» P. Box 34. 

Parliament Street. Neie Drthi-l ' 


THE MAIN casualty in this presidential poll was not the man who happened 
to come second best. It was, quite bluntly, the place of Mrs Indira Gandhi in 
the public life of our country. Her claim to the high office she holds has been 
that she is better fitted than any other Congress leader to preserve and promote 
the solidarity of the Congress parly and thereby ensure a high degree of stability 
in the politics of the nation. That claim now lies shattered in the dust by an act 
of her own free will. 

It matters little what provocation she has had or even what her motives are. 
What must weigh with the people of our country is that she may have thrown a 
pearl away richer than all her tribe—the pearl, that is, of the orderly political and 
economic progress of the country. It is perhaps not strictly necessary at this 
stage to take too gloomy a view of the prospects of political stability in the nation 
or even of the viability of the Congress party. The number of one’s fair-weather 
friends is notoriously and always much larger than the count of those who are 
to be found fighting to the last ditch by one's side. Nevertheless, by her intolerant, 
intemperate, and preposterously egotistical behaviour during a period when grave 
issues of good government or political stability were at stake, the Prime Minister 
has riven the minds of men and women across the land with grave apprehensions 
about her capacity for heading the government or leading the country in times 
of peril, external or internal. It may take longer for these fissures to heal than 
for Congressmen to reunite for their survival. 


Bank NationaHsation and After 

TWO PERTINENT questions have been raised in connection with the nationalisa¬ 
tion of 14 banks. Firstly, now that these banks have been nationalised, it is ar¬ 
gued, the government has become their absolute owner (the press note issued by the 
Reserve Bank after the day-long meeting on August 14, between the Governor of 
the Reserve Bank, the Chairman of the State Bank of India and custodians of the 
14 nationalised banks said so in so many words — “the very fact that they were 
all now owned by government”) and since this ownership has been accompanied 
by the deletion of the word “limited” after the names of every one of these banks, 
it follows that the government is hundred per cent responsible for the deposits in 
these banks. Strange as it may seem, discussions with leading bankers do not 
wholly confirm such a view. One banker said that, despite the fact that these 14 
banks would continue to retain their individuality, they are more or less in the 
nature of state-owned corporations and, unless the legal position is made clear 
as to whether their liability is limited or unlimited —and this has not been done so 
far— one cannot afford to be dogmatic on the point. 

The second question which is allied to the first makes the position even more 
uncertain. It concerns the insurance of deposits and it has been rightly asked 
whether there is any necessity for it, at any rate in respect of the deposits of the 14 
nationalised banks, if, as claimed by the Information and Broadcasting Ministry’s 
official pamphlet “deposits of individuals” (in these banks) “are safer because they 
now have the protection of the state”. In the first place, this assumption itself is 
as far-fetched as it is meaningless. Secondly, no decision would appear to have 
been taken on the question, because, it is conceded, two views are possible on it, 
namely, one, as stated above, that it is no longer necessary and that continuance of 
insurance and the consequent liability to pay premiums is a superfluous liability, 
and, two, that there are circumstances in the situation which not only warrant but 
justify its continuance. The circumstances referred to are: (i) that though the 14 
banks have been nationalised, they have not ceased to be banks; (ii) that although 
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the State Bank of India and its subsidia¬ 
ries are as good as nationalised, they are 
required to insure their deposits up to Rs 
5,000 with the Deposit Insurance Corpo¬ 
ration of India (DICl); (iii) that, even 
after nationalising the 14 banks, there are 
still a number of banks in the private sec¬ 
tor which arc required to take out de¬ 
posit insurance policies from the DICI; 
(iv) that unlike the Life Insurance 
Corporation of India, the 14 nationa¬ 
lised banks have not been converted 
into a monolithic corporation; 
and (v) that, by reason of (i), (ii) (iii) 
and (iv) exempting the dep)osits of the 
14 nationalised banks from insurance 
protection as at present would amount 
to discrimination which may even be 
challenged in a court of law. 

A further argument that is pressed 
into service is that, simply because the 
government becomes the owner of an 
undertaking, it cannot be assumed the 
undertaking could be exempted from the 
obligations applicable to sister under¬ 
takings. Take, for example, the slate 
electricity boards. Although hundred per 
cent government-owned, whenever these 
bodies float a debenture, the latter is re¬ 
quired to be guaranteed by the concerned 
state government, and this is, in fact, 
the prevailing practice. 

Now, it has been made clear 
that the 14 nationalised banks are, 
like the State Bank of India in a limited 
way, and the other scheduled and non- 
scheduled banking companies wholly, 
also subject to the control and super¬ 
vision of the Reserve Bank and are gov¬ 
erned by the Banking Companies Act and 
the DICI rules. In view of this, it is ar¬ 
gued, there is nothing wrong in insisting 
on deposits of these 14 nationalised 
banks continuing to be insured as be¬ 
fore. Further, and this is particularly 
emphasised, the continuation of deposit 
insurance has a psychological value 
which cannot be minimised. Quite a few 
bankers seem to feel that their banks 
would no longer be required to continue 
insuring their deposits. As a matter 
of fact, not many of them appear 
to have even given serious thought 
to it, because the last quarterly insurance 
premia to the DICI was paid early in 
July, Le. before nationalisation, and the 
next quarterly instalment becomes due 
only in October—why cross the bridge 
before you have reached it? On the 
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contrary, there arc others who hold 
the view that, let alone abolition, there 
may not be even a reduction in the rate 
of premium, notwithstanding the so- 
called protection of the state. “ATter 
all the DICI is a public sector under¬ 
taking; why should it not swell its 
coffers?”, they ask. 

These are not the only uncertainties 
to be sorted out. There are quite a few 
more as, for instance, questions like 
pay scales, bonus, dearness allowance 
and gratuity. Despite appeals and 
assurances, bank employees of all the 
14 nationalised banks may be depended 
upon to insist very soon on one uniform 
scale of pay, bonus and dearness allow¬ 
ances, in which case the highly scaled 
among these 14 banks, Lc. the Bank 
of India scale (which is said to be even 
better than the Reserve Bank of India 
scales of pay and allowances) will have 
to be given to bank employees. 

The assurances given to 
bank employees are that no one will 
receive less than what he has been get¬ 
ting prior to nationalisation, but, for 
understandable reasons, these employees 
have not been debarred from asking for 
a uniform scale, which, human nature 
being what it is, they will not take long 
to demand. Again, human nature 
being what it is, the Bank of India 
employees who may not get an increase 
as a corollary to instituting a uniform 
scale would become a discontented lot, 
unless, in the process, something more 
is given to them also and the resulting 
increased scale is made uniformly appli¬ 
cable to all bank employees. It would 
be interesting to know the reactions of 
the several custodians, some of whom 
have, in their previous avatars as chair¬ 
men, referred pointedly to the recent 
abnormal rise in their establishment ex¬ 
penses due to bank awards or agree¬ 
ments with different banks’ trade unions. 

As regards gratuity, the less said the 
better. Admittedly, this is going to be 
the most difficult issue stemming from 
nationalisation and, possibly it will 
call for the fullest use of the clauses in 
the new Banking Companies (Amend¬ 
ment) Act (clauses 7, 8, 9 and 10) 
relating to the appointment of tribunals 
to settle disputes arising out of pay¬ 
ment of compensation. It is significant 
that the sum of Rs 75 crores estimated by 
the government (private estimates arc 
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at least twice as mudi) as the tola! 
compensation payable to the 14 na^ 
tionalised banks has not been accepted 
as the final figure. 

Perhaps the one item that will call 
for the exercise of the utmost care and 
prudence in computing the total com¬ 
pensation is these banks’ liability on 
account of gratuity to its employees. 
Even before these banks were nationa¬ 
lised, the position was by no means 
clear. A more or less common note used 
to figure in the balance sheets of all 
these banks which said that the actual 
amount of the liability ^arising from 
future gratuities payable* to staff has 
not been or could not be, ascertained 
and that, therefore, the amount actually 
provided may prove to be inadequate. 
This is a point that the erstwhile owners 
of the 14 nationalised banks, unlike 
their confreres in several life insurance 
companies which had overlooked it at 
the time life insurance was nationalised,. ^ 
are bound to bring up. But, by itself, 
it should not be difficult precisely to- 
estimate the amount of gratuity, which 
is after all a liability that the new 
owners of the 14 nationalised banks must 
needs take over. Any difference bet¬ 
ween the government’s estimate of 
gratuity and that of the previous owners 
of the 14 nationalised banks is certain¬ 
ly not going to be as big as the diffe¬ 
rence between the government’s and 
the unofficial estimates of the total 
compensation payable to these banks. 

Finally, the greatest uncertainty is 
about the share of the organised sector 
in bank credit in future. True, Mr P. 
Govinda Menon, union Law Minister, 
in refusing to accept a suggestion made 
by Mr Madhu Limaye that the nationa¬ 
lised banks should utilise the deposits 
accepted after nationalisation for ex¬ 
tending credit to the priority sectors 
in certain fixed proportions, said that 
any such rigid fixation of proportions 
or percentages would create serious 
hurdles for industry and trade whose 
legitimate credit needs for productive 
purposes can be ignored only at con¬ 
siderable peril to the country’s economy. 

But the protagonists of bank nationa¬ 
lisation who have pushed the govern¬ 
ment to precipitate nationalisation 
have already begun to suggest that the 
share of the organised sector in bank 
credit should go down and that it should 



be made to raise a larger share of its 
resources on its own. 

Even in respect of the curtailed bank 
•credit thus, the idea would seem to 
be to maintain a close watch on its 
operations so as to prevent credit hoard¬ 
ing or unjustified inventory build-up 
on the part of the private sector, which 
evidently ignores the recent findings of 
research studies on inventory build-up 


IN a statement issued in New Delhi 
on August 6, Mr R. P. Goenka, 
Chairman of the Indian Jute Mills Asso¬ 
ciation, said that he and his colleagues 
were gratified to know from the 
Prime Minister and Mr B. R. Bhagat, 
Minister for Foreign Trade and Supply, 
that they fully realised the importance 
of the jute industry and the part played 
by it in earning foreign exchange. 
The jute strike, though it involved a 
loss of Rs 7 crores in production and 
over Rs 5 crores in foreign exchange, 
would have served a useful purpose if 
it really succeeded in convincing 
New Delhi of the ip?dustry’s vital role 
in the economy. The package deal 
appears to have produced satisfaction 
among workers, their leaders and the 
Government of West Bengal. But there 
cannot be much cause for jubilation 
until the Government of India announ¬ 
ces its measures to provide relief to the 
industry so that, while it pays more 
to the workers, it will be able to meet 
successfully the challenge from com¬ 
petitors. The Indian Jute Mills Asso¬ 
ciation has pointed out that, unless 
relief comes quickly, several mills .may 
have to be closed. This is not an idle 
threat or a remote possibility. The 
fact is that in recent years the financial 
, position of the industry has deteriorated 
steadily. In April this year, the IJMA 
declared that the adverse working 
conditions had taken a heavy toll of the 
industry's finances and that there had 
been “a dangerous erosion” of its 
reserves and surpluses. 

Now that an additional burden of 
Rs 9,5 crores has been imposed on 
the industry by the package deal, the 
government should take an immediate 
decision about relief in export and 
excise duties. Mr Bhagat*s argument 


by both pnUie and private sector under¬ 
takings which clearly established the 
forRier to be the villains^ of the piece. 
All this should perhaps prompt us to 
seek comfort in the pious hope ex¬ 
pressed by a weekly survey of one of the 
14 nationalised banks itself that the 
immediate problem is one of proceeding 
smoothly, while, at the same time, 
strengthening public confidence in 
the new set-up. 


that such relief will help only the 
consumers abroad or at home not the 
industry is far from convincing. The 
fact that the government has been 
reducing the export duties from time to 
time show^ that such reductions are 
not irrelevant to the competitive capa¬ 
city of the industry. For instance, on 
February 7, 1968, the export duty on 
hessian was reduced from Rs 750 per 
tonne to Rs 500 per tonne, on sacking 
from Rs 450 to Rs 250 per tonne, and 
the duty on specialities was removed. 
With effect from March 1,1969, the duty 
on hessian was lowered further to 
Rs 200 per tonne, on sacking to Rs 150 
per tonne, on twist yarn, etc. from 
Rs 250 to Rs 150 per tonne while the 
duty on wool packs and cotton bagging 
was totally removed. Carpet backing 
continues to attract an export duty of 
Rs 600 per tonne. The Government 
of India therefore should no longer 
hesitate to reduce these duties further 
or, preferably, abolish them altogether. 

An unfortunate result of the strike 
has been the widening of the rift in the 
IJMA. The withdrawal of eight mills 
belonging to the Bird group is likely 
to weaken the IJMA financially 
and in other ways. This will be most 
regrettable because the need for the 
industry to speak with one voice has 
never been felt more acutely than at 
present. There are many problems 
which the industry can tackle effectively 
only if all the units pool their resources 
and pull together. There arc problems 
of research, improving the productivity 
of raw jute, conducting market surveys 
abroad, finding money for modernisa¬ 
tion and for working capital and evolv¬ 
ing scientific techniques of marketing 
raw jute and finished goods. How can 
the industry handle these and other 


important issues if it is not able to 
present a united front? It will l<^k 
odd indeed if the jute industriniists are 
unable or unwilling to stand united 
at a time when their industry is threa¬ 
tened with a serious crisis. From the 
point of view of the government also, 
a strong and fully representative organ!* 
sation of the industry will surely be 
desirable in many ways. Tt is hoped 
therefore that the 90-ycar old IJMA 
will succeed in bringing back within its 
fold those who have left it for one 
reason or the other. 

A significant feature of the strike 
was the powerful support given to it by 
the Government of West Bengal. The 
Deputy Chief Minister, the Labour 
Minister and the Minister for Parlia¬ 
mentary Affairs were among those who 
threw their full weight on the side of 
the workers. The settlement has helped 
to enhance the prestige of the govern¬ 
ment among the workers. But the 
state government should be equally 
strong and persistent in pressing 
New Delhi to help the jute industry to 
improve its financial position. Adjust¬ 
ment of export and excise duties is one 
of the ways to help the mills. It is also 
necessary to give immediate attention 
to other issues such as fixation of realis¬ 
tic prices for jute goods, provision of 
adequate credit to the mills, finance 
and other facilities for modernisation 
of machinery, improving the yield 
of raw jute and increasing the produc¬ 
tivity of workers. If the industry, 
labour and the government in New 
Delhi and the state governments con¬ 
cerned bear in mind the long-term 
interests of the jute industry, it may 
still look forward to an encouraging 
future. 

The recent trends in Jute exports 
ought to cause concern to all those 
who arc connected with it in one 
way or the other. In 1968-69 the 
export of jute goods declined sharply 
to Rs 218.0 crores from Rs 234. J 
crores in the previous year. Pakistan 
supplies at present about 37 per cent 
of the world’s jute goods against 
55 per cent by India, the balance being 
provided by other countries. The IJMA 
estimated a few months ago that, if 
the growth of the Pakistan jute industry 
during the last five years is repeated, 
the position will be completely reversed 
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by 1973 and that India’s share of the 
market will consist almost entirely 
of specialities. But here too compe¬ 
tition is becoming more acute. The 
world production of synthetic fibre is 
estimated to have increased by 31 
per cent in 1968. Resides* high tariffs 
and quota restrictions by certain coun¬ 
tries such as the L'uropcan Common 
Market impede our exports. In this 
background, there is dearly no room 
for complacency or ideology in tackling 
the jute industry's problems. 

It is hoped that the Government of 
West Bengal will no longer insist on 
a separate enquiry into the affairs of 
the jute industry. If an enquiry is 
needed, apart from the investigation 
now being conducted by the 1'ariff 
Commission, it should be undertaken 
by the central government and its 
findings should be finalised quickly 
and carried out as speedily as possible. 
The jute industry has for too long been 
a victim of red tape and the lime has 


THE key to the successful marketing of 
a product, whether within Ihc country 
or abroad, is research which implies an 
evaluation of the various factors which 
determine a sale. The members of the 
study team which visited Poland under 
the leadership of Mr H.P. Nanda, 
President. Escorts Ltd, from June 12 
to July 4, this year, operated like market 
researchers and explored possibilities 
of the export of light engineering goods 
by ascertaining the types and specifica¬ 
tions of goods required and the pre¬ 
ferences of the buyers. The team 
assessed the potential of the Polish 
market for light engineering goods and 
made a study of the special marketing 
problems which exporters from our 
country would face in Poland. It came 
to the conclusion that Poland offered 
considerable scope for the expansion 
of our exports of these goods. 

Before leaving for Poland, the team 
had detailed consultations with the 
officials of the Ministry of Foreign 
Trade. It was decided that the team 
should limit its study to not more than 
14 groups of industries including air 
brakes, auto ancillaries, electrical 
goods, forgings and castings, marine 
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come for the Goverotnent of India, 
especially the ministries of Finance 
and Foreign Trade, to abandon their 
leisurely ways of handling its urgent 
problems. The office of the Jute Com¬ 
missioner also needs to be strengthened 
and reorganised. It appears that this 
organisation is doing its job in a routine 
way and there is little evidence of 
initiative being taken by it in regard 
to any of the major problems with 
which the industry has been confronted 
in recent months. Irately, there seems 
to have been a sort of “brain-drain” 
from this office with the result that 
there arc few officers with an adequate 
knowledge of the intricate problems of 
the jute industry, especially those re¬ 
lating to finance. The week-long 
strike will not have been in vain if it 
serves to create in all concerned an 
acute awareness of the serious threat 
facing the jute industry which accounts 
for about one-third of all our traditional 
exports. 


diesel engines, motor cycles, motor 
cycle wheels, parts of pulling and lift¬ 
ing machines, petrol metering and dis¬ 
pensing pumps, railway track stores, 
railway shock absorbers and buffer 
couplers, steel pipes, tractors, trailers 
and agricultural implements, and wire 
ropes. In order to make the discussions 
of the team with its counterparts in 
Poland meaningful, advance informa¬ 
tion about its interests had been 
sent to the Polish Chamber of Foreign 
'Fradc. Moreover, the visit of 
the team had been synchronised 
with the inauguration of the Poznan 
International Fair where all the chiefs 
of Polish enterprises had assembled and 
which gave a good opportunity to our 
businessmen to establish personal 
contacts with them. The Poznan Fair 
gave the team a chance to study the 
requirements of not only the Polish 
enterprises but also those from other 
cast European countries. 

Earlier in May this year, the State 
Trading Corporation (STC) had hosted 
a Polish delegation which had visited 
some of our factories and had seen the 
quality of our manufactures in light 
engineering industries. It is because 
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of these elaborate, pre-planned, steps, 
that the team was able to make a depth 
study of the Polish market for our en¬ 
gineering products. Polish industry, 
according to the study team, was fully 
aware of the capacity of our manufac¬ 
turing units to supply goods of high 
quality. Poland needs these goods 
in large quantities especially auto¬ 
mobile ancillaries, iron castings and 
steel forgings. The technical directors, 
and experts of Polish enterprises exhi¬ 
bited confidence in our capacity to 
provide goods of quality which measure 
up to inlernational standards. The 
team, on its part, assured Polish 
enterprises that Indian manufacturers 
would, if necessary, procure the 
necessary sophisticated equipment 
needed to give complete satisfaction 
with regard to the quality of 
products. The exports from our 
countiy, the team assured, will be 
compclilive. 

I hc team has made several recom¬ 
mendations for the consideration of the 
Government of India. In this connec¬ 
tion, it has pleaded that, wlierc the 
rise in cost is due to factors beyond the 
control of exporters such as the cost of 
raw materials, railway and shipping 
freight and the cost of “special tooling- 
up”, the government should come to 
their rescue. 1'hc STC which canalises 
all our rupee trade with east European 
countries should tone up its machinery 
and work in close co-operation with 
exporters. The team has suggested that 
the STC should share “market intelli¬ 
gence and experience” with the private 
sector exporters if its suggestions arc 
to have the desired impact on our ex¬ 
ports to Poland. 

1 he Ministry of F'orcign Trade docs 
not seem to attach much importance to- 
exhibitions and fairs held in eastern 
Europe. The study team, as stated 
earlier, had visited Poland when the 
well-known Poznan International Fair 
was being held. While Pakistan had 
participated in this fair, our country 
for some unknown Reasons had no 
pavilion there. This fact was brought 
to the notice of the team by the Polish 
trade enterprises repeatedly. The parti¬ 
cipation of our country in the Poznan 
International Fair can go a long way in 
increasing our trade with Polandr 
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AFTER TASHKENT 

DR A. APPAOORAI 


THE Tashkent agreement of January 
1966, which many world leaders including 
Mr Kosygin considered a turning-point in 
Tndo-Pakistan relations, has yet to fulfil 
the hopes it raised. It may yet fulfil the 
hopes, for, action has been initiated by the 
Prime Minister of India who recently 
suggested, in a letter to the President of 
Pakistan, a joint machinery to settle 
Indo-Pakistan issues envisaged under 
clause 9 of the Tashkent declaration. 
Before we discuss this aspect il is worth¬ 
while to point out (i) what the concrete 
and immediate gains of Tashkent were; 
and (ii) what the unfinished tasks are. 

The concrete gains wore : India and 
Pakistan had gone through an armed 
conflict which had not been decisive for 
either. The United Nations had inter¬ 
vened and a cease-fire at the position 
before August 5—the date is important as 
it was on that date the third aggression by 
Pakistan on India had commenced—had 
been brought about. Tashkent facilitated 
follow-up action. As the Prime Minister 
of India and the President of Pakistan 
agreed in the declaration <l) all armed 
personnel of the two countries were with- 
<frawn before February 25, 1966, to the 
positions they held prior to August 5, 
1965; (2) the High Commissioner of India 
<o Pakistan and the High Commissioner 
of Pakistan to India returned to their 
posts and the normal functioning of dip¬ 
lomatic missions of both countries, which 
had been disrupted by the conflict, was 
restored; and (3) the repatriation of 
prisoners of war was arranged. 

Slow Progress 

It is in respect of the provision in 
the declaration for the restoration 
of economic and trade relations, communi¬ 
cations and cultural exchanges that the 
progresjf has been slow. It is true that 
the ships of the other party seized during 
the conflia were returned, and telecommu¬ 
nications have been restored; it is also 
true that procedural agreement has been 
anived at since for the consideration of 
the Farakka barrage dispute and that fair 
progress has been made in the domarca- 
lion of boundaries in the eastern sector and 


fixing of the pillar posts there, but that is 
about all. 

But the two states which are neighbours, 
which have had a history that suggests 
closer co-operation in trade and cultural 
relations, cannot aflbrd to be content 
with the meagre results achieved after 
Tashkent. The experience of the minis¬ 
terial talks held at Rawalpindi on March 1 
and 2, 1966, was no doubt discouraging 
but more than three years have elapsed 
since; Mrs. Gandhi’s initiative is, therefore, 
to be welcomed. 

The Initiative 

The basis of the initiative, as I see it, 
is this : in the context of Indo-Pakislan 
relations, the immediate need is to en¬ 
courage co-operation in those fields in 
which both can benefit, so that with the 
co-operative trends in the ascendant, 
the more diflicult issues can bo tackled. 
Trade is obviously one such field; cultural 
exchanges and freer travel are other fields. 
Kashmir is an issue which belongs to the 
second and more difficult category, but 
there is no reason why, given goodwill 
and understanding, that loo cannot be 
solved, indeed in President Yahya Khan's 
reply to Mrs Gandhi—which is not dis¬ 
couraging—the President recognized this: 
“The occasion illustrated”, he wrote, 
“that given goodwill and understanding, 
oui two countries can resolve seemingly 
intractable disputes in a peaceful and 
honourable manner." Ho thcieforo wel¬ 
comed the suggestion and added that 
*’considering the responsibility that rests 
on our two governments for the well-being 
of several hundred million people, I do not 
know if there is any other acceptable 
approach to the pioblem of placing Indo- 
Pakistan relations on a permanent friendly 
basis." 

This is good enough; in concrete terms 
this should mean that bilateral negotiations 
have been accepted by President Yahya 
Khan as the most hopeful means of 
“placing Indo-Pakistan relations on a 
permanent friendly basis.*' Indeed, 
international mediation, w'hich was tried 
by her from 1947 to 1965 has been most 


unsathfiLctory for ail conooiDod. ft is a 
chapter that all should try to fbrget; 
mistake after mistake was made by the 
international mediators which left the 
problem more diflicult than ever before; 
that apart, the shrewd Mr Dixon pointed 
out an inherent limitation in international 
mediation: “For myself 1 doubt whether 
it may not be better to leave flic parties 
to themsolvos in negotiating terms for the 
settlement of the problem how to dispose 
of Jamnui and Kashmir between them. 
So far the attitude of the parties has been 
to throw the whole responsibility upon the 
Security Council or its representatives for 
settling the dispute, notwithstanding that 
except by agreement between them, there 
was no means of settling It is essen¬ 

tially because of this defect that Mr 
Michael Stewart, the British Foreign 
Secretary, declared on December 5, 1968, 
at New Delhi ; ^'Britain will not favour 
action by the UN Security Council on 
Kashmir." He added that should Pakistan 
lake the issue to the UN, Britain’s position 
would be that she and other members of 
the Security Council could do no more 
than urge the two parties concerned to 
reach agreement among themselves. 

ConditlonfU Acceptance 
Was President Yahya Khan's reply, 
the text of which has been released, an 
acceptance? "Wc have considered your 
proposal to establish a joint body,'* say.s the 
President and adds, “We have always been 
and continue to remain ready to enter into 
a dialogue so long as it is not only under¬ 
stood but made clear by both sides that 
ft would encompass all outstanding issues 
with a view to finding a solution for them.” 
Mr Dinesh Singh from this end has res¬ 
ponded by his .statement in the Lok Sabha 
on July 30 : “Wc have already made it 
clear that we are willing to discuss any 
subject with Pakistan. Wo have not 
placed restriction on the discussion of any 
particular subject they may bring up,” 

Since international negotiation should 
not, at any rate, worsen the situation than 
it was before the 'dialogue*, it will be 
useful to point out throe significant aspects 
of the situation : 

First, in the last paragraph of his reply. 
President Yahya Khan has significantly 

* Security Council Official Records 
Supplement 1950, Supplement for Sep¬ 
tember December 1950, Pp. 36-47, 

I niphasis added. 
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added : “Wc have explained our viewpoint 
to Mr Kewal Singh and given him our ideas 
of the type of self-executing machinery 
that would be a necessary concomitant of 
a no-war pact/* In the context of previous 
correspondence in Nehru’s lime regarding 
a no-war pact, it Js well-known what a 
self-executinff machinery means to Pakistan; 
it means that if negotiations fail to resolve 
the differences on any issue, recourse 
should be had to arbitration or judicial 
decision and the award or the decision be 
accepted as binding on both parties. I 
think it is important for India to make her 
mind clear on this aspect of the situation 
before she walks into the parlour. 

The second is the Ganges water issue. 
It is not clear why this issue w'as referred 
10 at all in President Yahya Khan’s reply, 
for the matter is under discussion at 
secretaries’ level; it is essentially a technical 
question; East Pakistan’s problem so far as 
the Ganges water is concerned is how to 
prevent floods in the region rather than 
how to tackle scarcity. Is the idea of the 
self-executing machinery brought in to 
enable Pakistan to suggest arbitration on 
this issue also? 

The Third Aspect 

The third aspect of the situation which 
demands careful consideration is the extent 
to which India is prepared to meet Pakistan 
on the Kashmir issue. India’s position, 
so far as I Can gather from published 
statements, is that Kashmir is not negoti¬ 
able; recently Mr Dinesh Singh said in 
Parliament that India’s position on this is 
unchanged. What does ‘not negotiable’ 
mean? Jammu and Kashmir has legally 
acceded to India; its validity is beyond 
question : To quote Alan Campbcll- 
Johnson, “The legality of the accession is 
beyond doubt. On this particular issue 
Jinnah has been hoist with his own petard, 
as it was he who chose, over Junagadh, 
to take his stand on the overriding validity 
of the ruler’s personal decision.”* Not 
only is it legally valid, but politically 
supported: the Instrument of Accession 
was sent to India after the leader of the 
strongest political party in the state declared 
its support to it. Therefore, docs ‘not 
negotiable* mean, recovery also, by force, 
of the part of Jammu and Kashmir now 
under Pakistan’s occupation? This ques¬ 
tion is important, and the Government 

♦ Alan Campbell-Johnson, Mission with 

Monntlyulteiu London, 1951, p. 225. 
t The Hindu, April 15, 1956. 


of India should make the answer clear to libder you. But since our desire is only 

itself; vacillation would jbe explosive. this that there should be no clash and 

Jawaharlal Nehru in a speech, at Delhi upheaval, I am willing to accept that the 

on April 15, 1956, disetosedt that he had question of the part of Kashmir which is 

suggested to the Pakistani leaders in *1955 under you should be settled by demarca- 

that instead of having a plebiscite in Jammu ting the border on the basis of the present 

and Kamshir tlie problem be finally settled cease-fire line. We have no desire to 

by demarcating the border on the basis of take it by fighting.” The Government of 

the present cease-fire line : *T told the India must make up its mind if it now 

Pakistani le<idcrs clearly”, he said, ‘T think stands by Nehru’s offer of 1955; if it 
that you have committed a lot of excess stands by it, it would also imply that it 

and zoolum In Kashmir. You have no would not attempt to take the area under 

right to sit on tlie part of Kashmir that is Pakistan’s occupation by fighting. 

UTI: Performance and Prospecte 

R* V. MURTHY 

THERE are quite a few who believe Bombay, the other day. On the contrary, 

that even 7.1 per cent or 71 paisc per unit, to those who expect higher returns, he 

the highest dividend that the Unit Tiust of almost said in so many w'ords :”You must 

India f UTI) has declared since its inception, choose between higher returns and capital 

is not quite attractive. There is also a appreciation; you can’t have both.” Till 

sizable section of the investing public recently, the UTI chairman said, people^ 
which feels that, by reason of the low' rc- have been buying units mainly on yield con- 

purchase price the UTI oflers, even liqui- siderations, but if they, i.e., unit-holders, 

ditywise, investment in UTI units is not want to have appreciation of their unit 

particularly profitable. On neither of these prices, they must give up the, notion that 

counts, we are afraid. Mr R. S. Bhatt, they should get a net return of seven per- 

tho Chairman of the Unit Trust of India. cent or more. The UTI, he added, has 

had anything reassuring to say when he also to look to people who want to invest 

disclosed the results of the working of the in it units for capital appreciation. What 

UTI for 1968-69 at a press conference in percentage these unit-holders constitute 

PERFORMANCE OF UNIT TRUST OF INDIA : 1965-66 to 1968-69 


1968-69 

1967-68 

1966-67 

1965-66 

Total applications (Nos.) 

50,(XX)^ 

57,159 

41,489 

10,024 

Total amount—subscribed (Rs. crores) 

17.15 

15.30 

9.24 

2.15 

Total amount repurchased (Rs crores) 

1.67 

1.22 

1.99 

1.09 

Total applications repurchased (Nos.) 

8,205 

7,828 

6,563 

6,997 

Unit holders (Nos) 2. 

.62,000 

2,18,010 

1,69,000 

1,34,000 

Total amount of unit holdings (Rs crores) 57 

41 

27 

20 

Dividend (amount) 71 

paisc 

70 paiso 

70 paise 

70 paise 

Dividend (per cent) 

7.1 

7 

7 

' 7 

Response to reinvestment plan (Nos) 

5,100 

6,400 

4,063* 


-do- (amount) (Rs lakhs) 


15.61 

9.3 

•• 

Total investmentst (Rs crores) 

•• 

48.7 

33.9 

25.9 


♦First year of introduction of the plan 

tinclusion of stamp duties, commission, transfer fees etc. capitalised. 




If you don't use Air Cargo because you think its 
expensive, you could be cheating yourself. 

Some of your profits could be lost on unnecessary 
inventory, warehousing, packaging, labour and 
insurance. 

Air cargo is not as costly as it first seems, because 
transport costs are not realty a true indication of 
these total distribution costs. Also, because air cargo 
gives you faster delivery, you get d faster sale and a 
faster return on your investment. 

Cuetpmers are impressed, further ordixs are 
bneobfaged. Suddenly new markets are opened to you. 


Now, if your particular product or 
market won't allow a complete switch 
to air exporting, you still needn't risk losing orders 
through late deliveries. 

You can take advantage of air cargo's speed 
with BOAC's Air/Sea Mix Plan. You send the bulk 
by sea. but build an allowance into your costing 
system to use air m emergencies. The extra cost is 
offset by spreading it over every unit you export. 

Discuss the potential of air cargo exporting with 
your local BOAC Cargo Office. 

You owe it to your profits. 
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bringing you the dynamic power of the compufer 
lo keep the most complex project ahead of schedui# 



Vll over the world, ICL computers are helping keep vital projects ahead of scheduto. 

Coupled with a PERT ‘software* package, an ICL computer can be your perfect helpmate m 
planning, scheduling and maintaining continuous control over the most complex project 
And today, ICL has a manufacturing programme In India for the 1901 A —one of the world a 
most advanced computer systems. 

Soe what ICL's new 1M1A computer offers you: 

O superior coet-performance ratio and •aoftware* faclMtiei □ ease of operation 
and freedom lo expand □ systems designed to soft individual requirements 

Write today for more information on the ICL 1901A computer and other data 
processing equipment. 

International Computers (India) Pvt. Ltd,, p.o. box sw. Bombay 

International Computers Indian Manufacture Limited 

the only Indion company programmed to manufacture and export computers* 
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v/Na-v/f those virhp sedc higher aemms is 
not koowo, hat it would not be wrong to 
elate Ihat^ by andlarge^ina poorcountiy^ 
such as ours, the number of those who 
want a reasonably high assured return 
wiJI always preponderate . In fact, the 
majority of those who go in for the UTl^s 
reinvestment plan may be placed in this 
category, since their reinvestment now, 
when they may be still earning members, 
is with an eye on an assured income after 
they retire. 

Be that as it may, the UTI has made 
gratifying headway over the past five years. 
Making allowance for the fact that the 
very first year’s results were more or less 
influenced by the novelty of the scheme, 
one must concede that the UTI has fared 
better than what the prevailing conditions 
in the equity markets over the past few 
years warranted, as the table on page 
340 shows. 

Steady Progress 

It is seen from this tabic that, 
although in respect of total numboi of 
applications and the total amount subs¬ 
cribed, the 1968-69 figures are still below 
those of the first year (for the reason 
already stated), the UTI has made steady 
progress. Its gross iiwjnie has risen from 
Rs 1.5 crores in the first year to Rs 4.8 
crorcs in the latest year, which is a more- 
than-throefold rise. Similarly the total 
number of unit-holders has lisen from 
1,34,000 in 1965-66 to over 2,62,000: 
correspondingly, there has also been a rise 
in their total holdings which, on June 30, 
1969, amounted, to Rs 57 crorcs. Total 
repurchases at the end of five years have 
only been about 2i per cent of the total 
unit capital outstanding compared to 
anywhere between five and seven per cent 
in other countries. 

The UTI’s reinvestment plan introduced 
in 1966-67 has been gaining in popularity 
and bids fair to grow more popular, what 
with its special appeal to the large body of 
salary earners who cannot have any pension 
after thQT cease to work and who find in 
UTI units the safest form of investment 
for their provident fund and gratuity 
accumulations at the end of their work 
career. In 1968-69, however, only 5,100 
Jpln^ the plan, as against 6,400 in the 
preceding year. 

Acemling to Mr Bhatt, the response to 
the Voluntary Savings Plan introduced 
only recently has been encouraging. It has 
yet to catch the Ima^ation of the lower 
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income groups and once U dobs this, there 
should really be a substantial expansion of 
the market for units. It is not known 
why the UTI has been content to introduce 
just a savings plan, event though the UTI 
was reportedly keen on introducing a 
savings-cum-insurance plan following the 
report of the Reserve Bank working 
group a few years ago. 

The task before the UTI is how to enlist 
the support of the rural folk. With the 
rural areas becoming more and more 
prosperous, it is but natural that, like the 
commercial banks and the Life Insurance 
Corporation, the UTI should also be keen 
on promoting the savings and investment 
habits of the people in tliese area. Accor¬ 
dingly it has enlisted the services of an 
aimy of agents and stock-brokers, besides 
the large number of post offices and the 
branches of leading commercial banks, 
to push the sale of units. Mr Bhatt said 
that the UTI would go to any comer of the 
country if only there was a post office or 
an agent theie. ft s^as gratifying to hear 
from the UTI chairman that agents in 
mofiissil areas have been doing good work. 
Four of them, it is said, completed some 
Rs 6 to 7 lakhs of business each, while 
about 10 accounted for over Rs 4 lakhs 
each. 

Even so, the UTI has yet to percolate 


deep into the big 

cities such as nmtwy prmrad the U71 
with the bulk of its business. The Maha¬ 
rashtra zone .still accounts for about 
50 per cent with Bombay city alone contri'* 
bating one-half of it. Even West Bengal 
docs not seem to have done badly, although 
it has not given as much business as the 
UTI expected. 

Last year, personal citculars were posted 
by the UTI to thousands of people in the 
income groups that can bo reckoned as the 
prospective investor class, both in the 
public and the private sectors, which ought 
to begin yielding results soon. This year, 
again, the UTI has sent 10,000 personalised 
letters to Indian residents in the US who 
could remit dollars and also draw their 
dividends in dollars. This is to be 
followed up in respect of residents in 
other parts of the world too, where Indian 
residents have been looking forward to 
such investment opportunities. One such 
country may be Kuwait. A likely obstacle 
to this programme may bo the restric¬ 
tions, if any, on remittances by Indian 
residents in countiios where they are 
settled down, but it should be possible for 
our ambassadors and high commissioners 
to use their good offices not only to faci¬ 
litate such remittances but to induce their 
countrymen to patronise the UTI, 


Panchayat Unions in Tamil Nadu 

K. VENKATARAMAN 


THE financial working of the panchayat 
unions in Tamil Nadu (known as panchayat 
samithis in other states) deserves study 
both on account of the special characteris¬ 
tics of the system of local finance and the 
availability of sufficient statistical material 
to make a concrete and meaningful study. 
As in the case of legislation in other 
states of India dealing with local bodies, 
the Madras Panchayats Act, 1958, pro¬ 
ceeds with the listing of the responsibilities 
of panchayat unions and the financial 
resources made available to them for 
the purpose. 

The obligatory functions of a panchayat 
union include the construction and main¬ 
tenance of panchayat union roads and 
bridges, the establishment and main¬ 
tenance of dispensaries and maternity 
centres, comprehensive responsibilities in 
the field of elementary education, remedial 
measures connected with public health and 


The author, who belongs to the 
Indian Administrative Service, wishes 
it to be known that the views expressed 
by him in this article are his personal 
views. 


veterinary relief, (he maintenance of public 
markets and so on. Besides, the govern¬ 
ment may entrust to panchayat unions 
(374 in number) all of which arc co-exten- 
sive with development blocks, various 
development schemes coming under the 
National Extension Service and other 
development heads of the five-year Plans. 
Such schemes are naturally grant-aided. 
To discharge obligatory functions, the main 
sources of revenue of a panchayat union 
are : — 

(1) Local cess which is levied by the Act 
itself at the rate of 45 paise of every rupee 
of land revenue. Four-ninths of the local 
cess, i.e. amounting to 20 per cent of land 
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revenue will be credited to the panchayat 
union education fund and out of the 
balance an amount calculated at 20 paise 
per capita will be distributed to the village 
panchayats in the block. The balance of 
the proceeds will be available in the general 
account of the panch»Y<tt union. 

(2) For clemcntai'y education, a land 
revenue assignment at the rate of one rupee 
per capita and a local education grant at a 
certain specified percentage of the slab 
of expenditure between one rupee and 
three and a half rupees per capita will be 
available. 

(3) A local roads grant at the rate of 
40 paise per capita will also be made to 
each panchayat union for the maintenance 
of roads classified as panchayat union 
roads. 

While these statutory devolutions and 
grants are available, there arc also non- 
statutory grants for development purposes. 
Besides, panchayat unions have statutory 
powers to levy taxes on their own. The 
Local Authorities Finance Act, 1961, 
empowers panchayat unions to levy a sur¬ 
charge on entertainment tax and show tax. 
The more important power of taxation 
embodied in the Panchayat Act itself is 
the power to levy a local cess surcharge 
as an addition to local cess and as a per¬ 
centage of land revenue. As the panchayat 
unions were expected to actively exercise 
these powers in order to meet their com¬ 
mitments in regard to elementary education, 
an inducement was oftcred to them in the 
form of a local ccss surcharge matching 
grant, payable at a certain percentage of 
the local ccss surcharge collected. 

Major Component 

It will be seen that local cess and local 
ccss surcharge being the major components, 
panchayat union general finances w'ould 
be largely dependent on the land revenue 
in the area. The panchayat bodies in our 
country in general, have been tied to the 
land revenue of the area so far as their 
general resources are concerned. It is 
obvious that in view of the great disparities 
in land revenue from area to aiea depending 
on the nature of land in any particular 
area, the local financial system is prone 
to a great measure of inequality. 

In regard to this, the Madras Panchayat 
Act took an important step by classifying 
the panchayat union blocks into four types 
known as A, B, C and D. For this purpose, 
the panchayat union blocks of the states 
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were listed ordinally in descending order 
of their land revenue per capita and subject 
to some discretion given to district col¬ 
lectors to distribute the blocks in their 
districts among tlie four classes, this.list 
was divided into class A, B, C & D blocks 
ordinally. The implications of this 
fiscal classification are ;— 

(1) The local ccss surcharge matching 
grant will be paid at a rate of 50 per cent, 
75 per cent, 100 percent or 125 per cent 
of the local cess surcharge collected in a 
block depending on whether the block 
is A, B, C or D. 

(2) The local education grant which 
covers part of the expenditure between 
one rupee per capita and three and a half 
rupees per capita of the education 
expenditure in a panchayat union would be 
paid at the rale of 50 per cent, 60 per cent 
70 per cent or 80 per cent of the expenditure 
depending on whether the block is classed 
as A, B, C or D. 

(3) For formation of roads the grant 
would vary as 50 per cent, 60 per cent, 
70 per cent or 80 per cent according 
as the block is classified as A, B, C or D. 

Neutralising Inequalities 
In this manner an attempt was made to 
neutralise the inequalities created by the 
land revenue based system, though, the 
classification aggravated rather than neu¬ 
tralised the equalities. 

The inequalities of the classification 
system adopted can be analysed as follows:— 

(1) Tlie rate of grant for local cess sur¬ 
charge W'ould be equitable at the maximum 
and the minimum if the highest land revenue 
per capita were two and a half times the 
lowest. But the land revenue per capita 
among the panchayat unions varied bet¬ 
ween from nearly one rupee per capita 
to eight rupees. In view of this the local 
coss surcharge matching grant had the 
effect of channelling more than propor¬ 
tionate funds into the general accounts of 
A class unions with high land revenue 
per capita. 

(2) The second slab of education ex¬ 
penditure, that is between one rupee per 
capita and three and a half rupees per 
capita, was to be financed on the one hand 
by the 4/9th of local ccss available for 
education expenditure and the sliding 
scale of grants on the other. In an A 
class block this 4/9th$ was intended to 
cover one-half of the slab of Rs 2.5 per 
capita, the other half being met by the 
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50 per cent grant. In other words, 4/9thi 
of local cess (which works out to 20 per 
cent of land revenue) would cover this 1.25 
per capita if the land revenue per capita 
were Rs 6.25. That is to say, even at the 
maximum of the slab, the panchayat unions 
with a land revenue per capita of more 
than Rs 6.25 would actually make a sur¬ 
plus oMt of the pattern of financing. 

Underlying Assumption 

The variation of the rate of grant between 
50 and 80 per cent had the underlying 
assumption that the difference between 
the highest land revenue per capita and thp 
lowest could be 1.6 times only. As we 
have seen already, this was a wrong assump¬ 
tion. Besides, for a D class block 4/9ths 
local cess would be able to cover l/5ths 
of R$ 2.5 per capita that is to say 0.5 
per capita, only if the land revenue per 
capita would be Rs 2.5. As a matter of 
fact, no D class union had this level of 
land revenue per capita. Similarly a 
C' class union should have a level of 
Rs 3.75 pei capita and a B class union 
of Rs 5 per capita. These levels turned 
out to be unretilistic. 

Consequently, panchayat unions with 
land revenue per capita lower than these 
levels had had to finance the second slab of 
elementary education expenditure by diver¬ 
ting funds from the general account, in 
particular from the local ccss surcharge 
which they might levy. Considering the 
level and importance of elementary edu¬ 
cation expenditure the burden on the poor 
panchayat unions can be imagined. The 
local education grant thus made the poor 
unions poorer. 

(3) So far as the grants for the formation 
of roads were concerned, the grant pro¬ 
portion is again based on a difference of 
1.6 between the richest and the poorest 
block. But this misfortune is not single 
since the grant which amounted to Rs 2 
lakhs per block for the third Plan period 
enabled the formation of roads to the value 
of Rs 4 lakhs in the case of an A class 
block and Rs 2.5 lakhs only in the case of 
a D class block. The system of course 
did not take note of the variations in the 
cost per mile of formation which may 
have existed. Assumulg a uniform rate 
of cost per mile, the grant enabled more 
miles of road to be formed In the richer 
blocks than in the poorer ones, again an 
inverse system of neutralisation. 

We may be able to apprecigto the in- 
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equalities implicit in the system when 
we look at the actual figures. 

Another major step which the Tamil 
Nadu government took and which other 
states did not, was the formulation of a 
panchayat development schematic budget 
for the third five-year Plan. This budget 
did no more than list the various sources 
and quanta of revenues that were available 
to panchayat unions and panchayats in 
each panchayat union in the course of 
next five years, whether in the form of own 
resources including devolutions or original 
powers of taxation, or statutory grants, 
non-statutory grants or other contribu¬ 
tions. Each panchayat union drew up a 
budget of this kind for its own area. 

Table I indicates the panchayat develop¬ 
ment schematic budget framed for the 
third Plan for the state as a whole, so far 
as the panchayat unions arc concerned, 
and the extent to which it materialised in 
the course of the third Plan, 

Expectations Fulfilled 

In Table I we have had to make st»me 
approximations of the actuals in the case 
of a lew items such as local ccss and local 
surcharge because of the non-availability 
of figures relating to 1961-62 and 1962-63. 
Even so, the table will show that the expec¬ 
tations entertained by the panchayat deve¬ 
lopment schematic budget were more or 
less fulfilled- The panchayat unions 
achieved 80 per cent more than what was 
expected of them in the levy of local ccss 
surcharge and local revenues (oidinary), 
brought in Rs 6 crores more than what 
was envisaged. However, under the head, 
“local revenue (special)*’ there was no 
appreciable effort. The quantum of vo¬ 
luntary contributions cannot be accurately 
as,ses.sed but such contributions were not 
as predominant in matching grant schemes 
as they might have been, since so far as 
village works in the form of construction 
of wells, roads and school buildings were 
concerned, the panchayat unions were 
permitted to make the contributions from 
their general revenues. The mobilisation 
of resources through the levy of local 
irrigation fees and village development 
rates was so small as to be ignored in an 
overall assessment. Taking the panchayat 
development schematic budget as a whole, 
it is remarkable that it turned out to be 
more or less as anticipated and marked 
particularly by a significant effort on the 
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part of panchayat unions to raise resources 
by way of local taxation. 

This panchayat development schematic 
budget had some obvious defects. Certain 
items of expenditure w'hich were incurred 
in a panchayat development block such as 
the staff of the National Extension Service 
and special programmes did not pass 
through this budget since they were debited 
directly to government heads of accc^unts 
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and did not find a place in the panchayat 
union accounts. More importantly, this 
budget was nothing more than a listing of 
the resource expectations. No attempt 
was made to frame our expenditure budget, 
still less to evolve a system of balancing 
functions and finances. No norms of 
expenditure were prescribed or developed. 
In spite of these defects, the formulation of 
this budget constituted a major salutary 
step in Tamil Nadu panchayat union 


Table 1 

PANCHAYAT DEVELOPMENT SCHEMATIC BUDGET 
(Third Plan, Panchayat Unions) 

(Rs lakhs) 


General Education Production Total 



Fund 

Fund 

Fund 



Heads ot Income 

Esti- 

Ac- 

Esti- 

Ac- 

Esti- 

Ac- 

Esti- 

Ac- 


mates 

tuals 

mates tuals 

mates tuals 

mates 

tuals 

<j) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

(8) 

(9) 

I. lx>cal Revenues (Ordinary) 









1. Local cess 

375 

429 

5(X) 

569 



875 

998 

2. Local ccss surcharge 

500 

895 





500 

895 

3. Minor local revenue 

240 

350 





240 

350 

11. Government Grants (statutory) 









4. Land revenue assignment 



1500 

1241 



1500 

1241 

5. Local education gram 

6. Local cess sui chargc 



1800 

2444 



1800 

2444 

matching grant 

5(K) 

747 





500 

747 

7. Local roads grants 

WX) 

527 





600 

527 

HI. Government Grants 









(non-statutory) 









8. Supplementary education 









grant 



1200 

863* 



1200 

863 

9. School meals grant 



(lOO 

739 



600 

739 

10. Social education grant 

11. Women and children's 



150 




150 


welfare grant 

100 

164 





100 

164 

12. Village books grant 





200 

202 

200 

202 

13. Local irrigation grant 





200 

161 

200 

161 

14. Agricultural grant 

IV. Local Revenue (special) 





750 

510 

750 

510 

15. Local irrigation fees 

16. Village development rates 









17. Voluntary contributions 



6(X) 

N.A, 

200 

N.A. 

800 N.A. 

fOTAL 

2315 

3112 

6450 

6058 

1150 

671 

J0515 

9841 



Estimate 

Actual 

Total local revenue 

2315 

2243 

Total government grants 

8200 

7598 

(iRAND Total 

10515 

9841 


•Includes grants to municipalities. 

@ Included under Women and Children’s Welfare Grant. 
NB : Estimates under local revenues are approximate. 
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flnancc in as much as a definite indication 
was given to the panchayat unions of the 
finances they could hope for during the 
third five-year Plan. This enabled them 
to act with a measure of certainty and 
confidence. Elsewhere in the country and 
previously in Tamil Nadu too, grants 
available to local bodies were decided on a 
year to year basis at the time of framing 
the annual budget and were usually indi¬ 
cated after the financial year had begun. 
There was thus little or no sco|)e for a local 
body to plan its activities in advance on 
the basis of some stable expectations of 
resources. That the panchayat develop¬ 
ment Budget fulfilled this great need is 
seen by the fact that the panchayat unions 
went ahead at a considerable momentum 
to fulfil a woiks programme earning for 
each of them about 80.000 rupees of govei n- 
ment grunt each year. The momentum 
created in the formation of village roads 
and the construction of drinking water 
wells was remarkable for its speed and 
certainty and should be reckoned as one of 
the major achiovcmenls of the panchayat 
development schematic budget. Though 
the funds available for these purposes are 
shown to the credit of panchayats in the 
panchayat development schematic budget, 
it is the panchayat unions that organised 
these programmes. The other major 
achievement of the panchayat union finan¬ 
cial system was the systematic and pur¬ 
poseful levy of local cess surcharge by all 
local panchayat unions to finance, among 
other things, a very large elementary educa¬ 
tion programme. 

Actual Results 

This leads us to- the actual results of the 
working of the financial system. Thanks to 
systematic reporting of figures by panchayat 
unions, it is possible to have a clear picture 
of how this system has worked. In what 
follows, w'c shall be using the budget esti¬ 
mates of the panchayat unions for each 
yeai. Figures relating to budgets arc 
available in a general review of panchayat 
union budgets conducted by the Directo¬ 
rate of Rural Development every year, 
fn the absence of actual expenditure figures, 
the budgetary figures arc the next best to 
supply an adequate basis for review. 

Wo may begin by having a look at the 
figures of panchayat union general funds. 
At this stage, we need define some of the 
concepts involved. The panchayat unions 
have what isknownasa general fundwhich 
is the main, unearmarked, account of the 
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panchayat union. There are other accounts 
such as oducafion account and production 
fund account but they are expected to be 
self-financing or at least not to show deficit, 
the deficit, if any, being met by divorsi *)n 
from the general account. The general 
account, therefore, is the true index of the 
financial soundness of the panchayat 
union. 

We must also distinguish between a 
surplus or deficit budget and a surplus or 
deficit closing balance. This is easily 
understood since even though a panchayat 
union may have a deficit budget, it may 
have a surplus closing balance and to the 
extent it has accumulated the cash balances 
in the past, its budgeting for a deficit need 
not necessarily be serious. Similarly, the 
mere fact that a panchayat union frames 
a surplus budget, may not prove its satis¬ 
factory financial functioning, if the union 
ends witli a deficit closing balance which 
means it is not able to fulfil its payment 
obligations. 

Table II shows the composition of the 
general account from 1963-64 under major 
heads of revenue and expenditure, for all 
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the panchayat unions in the state. The 
panchayat unions were brought into 
being in three batches, the last of which 
was on October 2, 1961, but figures are 
readily available only from 1963-64 budget 
estimates onwards. 

The tabic clearly shows a fairly satis¬ 
factory state of affairs so far as the overall 
figures go. It turned out that in the case of 
a few D class panchayat unions there was 
a fundamental disequilibrium created in 
their finances because of their low land 
revenue per capita and, in the case of one 
or two, special grants were actually made 
to bring (heir finances to a,love! of mini¬ 
mum equilibrium where they could at least 
cater to their bare needs. But subject 
to this, panchayat unions as a whole 
created surpluses which averaged Rs 77 
lakhs for the period in question and thus 
helped indirectly the w'ays and means, 
position of the state government since their 
funds arc lodged in the deposit and advan¬ 
ces account of the state budget. This 
apart, the table also shows an impre$.sive 
increase in the col lections of local cess 
.surcharge, thanks to increasingly intensive 


Table If 

CONSOLIDATED GENERAL, ACCOUNT OF PANCHAYAT UNIONS 


(Budget estimates, Rs lakhs) 



1963-64 

1964-65 

1965-66 

1966-67 

1967-68 

1968-69 

Receipts 

Net local cess 

88.02 

94.44 

95.44 

85.36 

97.76 

99.25 

Local cess surcharge 

( 

182.90 

210.72 

243.74 

267.42 

285.99 

Local cess surcharge 

Matching grant 

. 1 334.31 

177.65 

203.90 

204.16 

248.73 

301.40 

Surcharge on entertainment tax 
and show tax 

49.ClO 

57.02 

61.42 

71.57 

63.31 

80.00 

Remunerative enterprises 


,. 

21.24 

14.15 

25.46 

22.15 

Other items 

32.93 

171.91 

175.92 

48.21 

46.15 

46.41 

Total 

.. 504.88 

683.92 

768.84 

667.19 

748.83 

835.20 

Expenditure 

Establishmcni 

. 119.10 

121.43 

128.84 

139.47 

138.40 

165.06 

Maternity centres 

. 20.37 

23.25 

25.45 

36.43 

51,66 

63.06 

Dispensaries 

38.08 

53.38 

49.86 

58.12 

57.41 

34.92 

Other items 

. 73.61 

201.63 

212.85 

69^25 

72.29 

79.06 

Diversion to education 

. 109.22 

139.92 

177.01 

196.34 

217.65 

230.74 

Diversion to capital 

53.64 

51.46 

101.22 

78.86 

99.60 

87.13 

Contribution for works 

39.09 

42.46 

41.24 

10. ?4 

13.67 

25.66 

Total 

. 453.13 

633.53 

736.47 

589.21 

650.68 

685.63 

Net surplus 

51.75 

50.39 

32.37 

77.98 

98.15 

149.57 
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11 M of tbH form of taxation and aocom- 
pftiilod natur^Hy by an increase in revenue 
through the local cess surcharge matching 
grant. On the expenditure $ide^ it is 
stgnificai^ to note that the diversion for 
•elementary education purposes practically 
doubled in the course of six years resulting 
in a level of diversion of as much as Rs 231 
lakhs by 1968*69» a level which almost 
roaches the quantum of local cess sur> 
charge levied by panchayat unions. It 
is also significant that considerable expendi¬ 
ture has been incurred for diversion to 
capital and for contribution for works. 
There has been a substantial increase in the 
case of expenditure on maternity centres 
also. The establishment expenses have 
also gone up though as a percentage of 
total expenditure they are still around 
25 per cent. This increase in establish¬ 
ment expenditure is attributable not to 
increase in scale of staff but to increases 
in emoluments by way of dearness allow¬ 
ance incrcases- 

Financial Discipline 

Tabic HI shows the extent of surplus 
and deficit budgets drawn up by panchayat 
unions and clearly reveals how over a 
period of years paachayat unions have 
been able to bring upon themselves greater 
financial discipline and how they have 
been responsive to instructions from the 
govenimcntal authorities in this regard. 
The petcentage of the total number of 
surplus unions to the total number of 
unions increased from 60 in 1963-64 to 
70 in 1967-68. As is to be expected, the 
proportion of deficit unions was larger 
in the D & C class, though it will be seen 
that the differences in surplus and deficit 
budgets are not as sharp as their relative 
financial classification would indicate. By 
and large, this would have meant that 
panchayat unions with more viable re¬ 
sources would have planned for greater 
expenditure under such items as diversion 
for capital, contribution for works, mater¬ 
nity centres etc. whereas the poorer unions 
had denied themselves of these facilities. 

The fact that the expenditure levels and 
surplus 01 deficit in the budgets are not 
clearly and specifically relateble to the 
classification of the unions and that other 
factors also come into play is seen from 
Table IV which shows the ranges of surplus 
or deficit of panchayat unions. It would, 
however, be significant to note that over 
.the years the niunber of unions which have 
bud^ted for a surplus of over Rs 1 lakh 
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has iacieased to as much as 46 buf equally 
sigoificetit is the fact that the numl^r of 
deficit unions with over Rs 1 lakh of deficit 
has also inci^sed. Broadly speaking, there 
is a shift in the range of surplus and deficit 
unions towards a poorer financial equili¬ 
brium brought about mainly by the in¬ 
creasing demands of elementary education 
expenditure. But over the years, just as 
the poverty of certain panchayat unions 
has been proved, the financial buoyancy 
of panchayat unions which have accumula¬ 
ted surpluses year after year is also in 



evidence. The accumulated surpluses v 
the rich panchayat unions Have incieased*| 
to an extent that they constitute a special 
problem and government had to issue 
instructions as to how and for what pur* 
poses such surplus balances could be 
utilised. 

The crucial role played by elementary 
education expenditure in the panchayat 
union budgets is seen from Table V which 
shows that over the^yean there has been an 
increasing quantum of resources diverted 


Table III 

PERCENTAGE OF SURPLUS AND DEFICIT UNIONS 

(S=surplus, D-^deficit) 



1963-64 

1964-65 

1965-66 1966-67 1967-68 

1968-69 


S D 

S D 

S 

D 

S 

D S 

D 

S D 

A 

65 35 

70 30 

54 

46 

72 

28 62 

38 

63 37 

D 

58 42 

61 39 

73 

27 

77 

23 74 

26 

75 25 

C 

60 40 

68 32 

70 

30 

63 

37 79 

21 

78 22 

D 

61 39 

59 41 

59 

41 

54 

46 64 

36 

62 38 

Total 

.. 60 40 

66 34 

65 

35 

70 

30 70 

30 

71 39 


Tablf IV 







RANGES OF SURPLUS AND DEFICIT OF PANCHAYAT UNION BUDGETS 


1964-65 

1965-66 

1966-67 

1967-68 

1968-69 

Surplus 

Over Rs 1 lakh 

23 

14 


26 


35 


46 

Rs 50,000 to Rs 1 lakh 

56 

40 


46 


55 


71 

Rs 20,000 to Rs 50,000 

81 

82 


98 


76 


76 

Up to Rs 20,000 

87 

106 


90 


97 


73 

Total Surplus 

247 

242 


260 


263 


266 

Deficit 

Up to Rs 10,000 

47 

31 


31 


21 


21 

Rs 10,000 to Rs 25,000 

32 

29 


22 


27 


24 

Rs 25,000 to Rs 50,000 

26 

41 


25 


22 


19 

Rs 50,000 to Rs 1 lakh 

14 

29 


23 


23 


24 

Over Rs one lakh 

7 

11 


12 


18 


15 

Total Deficit 

126 

131 


113 


111 


108 


Tahle V 


RANGE OF DIVERSION 

FROM GENERAL TO EDUCATION ACCOUNT 

(No of unions) 


1964-65 

1965-66 

1966-67 

1967-68 

1968-69 

No diversion 

27 

23 

13 

7 

2 

Up to Rs 10,000 

31 

20 

9 

9 

11 

Rs 10,000 to Rs 25.000 

58 

35 

31 

30 

23 

Rs 25,000 to Rs 50,000 

150 

134 

120 

87 

74 

Rs 50,000 to Rs 1 lakh 

90 

130 

149 

183 

00 

Over Rs 1 lakh 

9 

22 

42 

49 

67 


No/e Nine unions (Kanyakumari) have no education expenditure. 
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for elementary education purposes* The 
number of unions which had to divert 
over a lakh of rupees for elementary 
education rose from nine in 1964-65 to 67 
in 1968-69. This shows, more clearly 
than anything else, that the general rc- 
lources of panchayat unions, taken as a 
class, have been considerably strained 
by elementary education expenditure and 
it would be quite justifiable for many of 
them to attribute their financial inade¬ 
quacies to the results of this factor. 

Local Cess Surcharge 

Table VI is particularly important in 
that it shows the order of effort of pan¬ 
chayat unions in the levy of local ccss 
surcharge. All unions have levied local cess 
surcharge and the number of unions which 
have levied at higher rates has increased 
over the years but as we have said already, 
it is attributable directly to elementary 
education expenditure. 

It should also be noticed that the rate of 
local surcharge bears no necessary relation¬ 
ship to the classification ot the union. 
There arc A class unions which have 
levied as much as over 75 paisc just as 
there arc D class unions which have been 
content to levy 25 to 50 paisc. In spite of 
this fact, however, the position is clear 
enough that the poorer unions as a class 
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have levied higher rates than the richer 
ones. The m^ority of unions have always 
levied a rate between 25 and 75 paise in 
the rupee. 

In (he Red 

. A word is necessary about the panchayat 
unions which are really in the red, namely, 
those with deficit budgets and deficit closing 
balances. Their number diminislicd from 
36 in 1963-64 to 12 in 1968-69 and the 
fact that this has happened in spite of a 
steep increase in elementary education 
expenditure shows that they W'ere amenable 
to instructions for more prudent budgeting. 
An analysis of such unions Table (VII) 
shows that only one union budgeted for 
deficit closing balance for five years, two 
of them for four years, four of thorn for 
three years, and five of them for two years. 
Forty panchayat unions budgeted for 
deficit closing balances for one year out of 
the period in question. This reinforces 
the point that panchayat unions have 
evinced a keen interest in avoiding budget¬ 
ing for deficit closing balances. As a 
matter of fact, most of the unions which 
budgeted for deficit closing balances were 
found to have increased their rates of local 
cess surcharge subsequently, except in one 
or two cases. Thwe was only one pan¬ 
chayat union which kept its local cess 
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surcharge at 35 paise in the rupee in spite of 
budgeting for a deficit closing balance for 
four years. 

Having revicw'ed the financial working 
of the panchayat unions, it must ^aight- 
away bo said that the achievements are 
impressive. The panchayat unions have 
shown themselves capable of raising re¬ 
sources by taxation and the order of local 
cess surcharge levied by them has been 
remarkable. Similarly they have not 
spared any effort to levy a surcharge on 
entertainment tax. As has already been 
said, their achievements in the field of 
elementary education as well as in the 
works programme have also been laudable. 
The financial system itself was carefully 
devised, systematically directed and willingly 
follow'cd. 

Reforms Needed 

This docs not mean, however, that no 
reforms are needed. The most important 
ground for reform is that almost all pan¬ 
chayat unions have to divert their general 
resources for elementary education and in 
many cases the burden is so heavy that they 
have fallen into considerable finatltiaf 
difficulties. Since elementary education 
expenditure constitutes a major and vital 
part of the total expenditure of the pan¬ 
chayat unions, any reform on the ele¬ 
mentary education side should naturally 
be tied up with reforms elsewhere. 

As was stated already, the fiscal classi* 
fication, though it took note of and sought 
to avoid the great inequalities inherent in 
the land revenue based financial system, 
actually ended by aggravating the inequali¬ 
ties. The land revenue per capita of panch¬ 
ayat unions of Tamil Nadu varies from 
one rupee to eight rupees but the gradations 
in fiscal classification never covered a 
variation of more than two and a half 
times between the highest and the lowest. 
The result is that the panchayat unions of 
the C and D classes with low revenue per 
capita have had to levy rates of much 
higher local cess surcharge than others 
would and have generally been in financial 
difficulties. The fact that A class unions 
have got away with A cla^ treatment is 
evident from the huge accumulation of 
cash balances. The problem of heavy 
surplus cash balances has arisen in respect 
of nearly 50 panchayat unions. No doubt 
it ^ould be said to the credit of the pan¬ 
chayat unions that they have acypsted 
themselves admirably to the financial 


Table VI 

LEVY OF LOCAL CESS SURCHARGE BY PANCHAYAT UNIONS 


1964-65 


1968-69 



A 

B 

C 

D Total 

A 

B 

C 

D 

Total 

Up to 15 paise 

1 


1 

... 2 

3 

,, 

• •• 

••• 

3 

16—25 paisc 

.. 55 

27 

29 

15 126 

17 

4 

3 

1 

25 

26—50 paisc 

.. 48 

64 

68 

21 201 

63 

56 

51 

18 

188 

51—75 paisc 

.. 7 

12 

4 

2 25 

21 

36 

35 

17 

109 

Above 75 paisc 

2 

7 

2 

7 18 

7 

18 

15 

9 

49 


Table Vfl 

NUMBER OF UNIONS BUDGETING FOR DEFICIT CLOSING BALANCES 


No. of unions with deficit 
closing balances for 


B 


Total 


5 years 
4 years 
3 years 
2 years 
1 year 


1 

14 


1 

3 

11 


1 

1 

2 

1 

8 


1 

2 

4 

5 

40 


Total 


15 


15 


13 


52 





That lovely feeling 


of togetherness 


that only Century 


QO-togethers can give 


Irresistible 


end precisely paired 


in delectable 


Century cottons. ' 
THE 

CENTURY 

SPG. & MF6. CO. LTD 
BOMBAY-25 DO. 


















350 

dispensation of the system and have 
generally carefully regulated ^ir budgets 
and shown a high degree of responsiveness 
to government directions. However, from 
the long-term point of view, it is necessary 
and desirable that a more equitable system 
of local finance should be dc^'ised. It 
must straiglitaway be recognised and con¬ 
ceded in this connection that any suggestion 
which will appreciably increase its net 
financial commitment is not likely to be 
acceptable to any state government in the 
present condition of stales* finances. 

From what we have said so far, the 
following must be clear : 

(1) In spite of its impressive achieve¬ 
ments, the ptesent local financial system 
needs refoim since it has not only created 
the haves and the have-nots but also the 
problems peculiar to both. 

(2) The system of fiscal classification of 
panchayat unions has not worked equitably 
since it has made the poor the poorer and 
consequentially the rich the richer. 

(3) It is a desideratum that the pattern 
of financial assistance work.s equital ly 
irrespective of the disparities in land 
revenue and population. 

(4) As nearly as possible, panchayat 
unions must be enabled to have an uniform 
level of local taxation by way of local ccss 
surcharge. The present situation accen¬ 
tuates the usual regiessivcncss of land 
revenue by the disparities in the rate cf 
local cess surcharge that it gives rise to. 

(5) The general grant should be such 
that for any increment of income the taxa¬ 
tion effort to bo put forward by each union 
is the same. 

(6) All unions must be able to meet their 
basic and unavoidable commitments at 
a reasonable level of taxation, with a 
measure of elbow room for independent 
action. 

Meeting the Criteria 

From the solution model we propose 
to suggest, it will be seen that it is not 
impossible to devise a system to meet 
these criteria. Since the passing of the 
Madras Panchayat Act, 1958, population 
has increased with resultant lowering in 
land revenue per capita. The quantum of 
land revenue is also liable to change in 
project areas but the more usual changes 
because of changes in wet or dry rates of 
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land revenue have been avoided in the 
increases in land taxation effected by the 
state government by the stipulation that 
such increases would not count as land 
revenue for purposes of local cess and 
local ccss surcharge. The solution can be 
modified, if necessary, mutatis mutamiis, 
with reference to the actual figures opera¬ 
tive today. There , is no substitute to a 
careful study of these figures. 

The first step is to change the rates of 
IcKral cess surcharge matching grant. Even 
though fiscal classification will go, it is 
desirable to continue this grant as a match¬ 
ing, general purpose, grant on an incentive 
basis. The grant should be such that 
at any level of taxation, the tax revenue 
plus the grant should give a fixed sum for 
all Mocks. In other words, released from 
land revenue and population complications, 
the grant would be such that for each 
PiJ^a of local cess surcharge levied the 
proceeds from the surcharge together with 
the grant will give a sum amounting to a 
common paisa rate per capita for any 
block. That is, 

Kr^Lf G 

Where K is the sum arrived at by multi¬ 
plying a constant late per capita by the 
population of the block; L is the sum 
available from ItKal ccss surcharge of one 
pai.sa; and G is .simply K minus L. if L 
is more, G will be less. 

Per Capita Grant 

What is K, the rate for which is constant 
for all blocks? The commitment by way 
of local cess surcharge matching grant is 
about Rs 300 lakhs for a population of 
more or less the same order. This gives 
a rupee per capita or about Rs 80,000 
per block, 80,000 toeing the average block 
population . Let us assume, on the figures 
available as well as on a normative basis, 
that the desirable uniform level of taxation 
per block is 50 pai.se of local ce.ss surcharge. 
This means that per paisa of surcharge 
government can on ati average pay Rs 1600. 
What is L? It may vary from Rs 800 to 
6400 (land revenue of one rupee per capita 
to eight rupees per capita) per paisa of local 
ces.s surcharge. If the majority of unions 
arc taken to average Rs 2 per capita of land 
revenue, I. will be around Rs 1600 and K 
will be Rs 3,200, that is four paise per 
capita. The grant steuld be so calculated 
for each block that for every paisa of local 
ccss surcharge levied, the proceeds of the 
surcharge plus thp grant should give a 


figure Which works out to four paise per 
capita for the block. 

Let us recheck the figures tp confirm the- 
financial commitment and ensujre consis¬ 
tency. Firstly, L will be equal to K, 
when land revenue per capita is four 
rupees. To give an incentive even to 
these unions which break this grant barrier^ 
wc can say that the grant system will so 
operate that a minimum of one paisa 
per head will be guaranteed to each block, 
i.o., Rs 800 per block for each paisa of locaE 
cess surcharge levied. On the basis of 
experience, v.'e may take it that four-fifths 
of the total number of unions will have 
less than four rupees per capita. For the 
75 unions over this range, at the rate of 
50 paisc of taxation, the commitment will 
be Rs 30 lakhs per annum. For the rest 
of the unions we can safely assume an 
average of Rs 1.75 of land revenue per 
capita, i.c., Rs 1,400 per paisa of surcharge 
per block, warranting consequentially a 
grant of Rs 1,800 per paisa of surcharge 
per block or Rs 90,000 per block for 50 paise. 
For three-fourths of the total number of 
panchayat unions this works out to Rs 269 
lakhs. Adding the figure of Rs 30 lakhs, 
we get Rs 299 lakhs which is about'the 
same as the present commitment of Rs 3(X) 
lakhs. The rate of four pais© per capita 
for each paisa of surcharge should there¬ 
fore be considered reasonable. The only 
snag is that among unions with varying 
levels of per capita land revenue over 
Rs 4 there will lie no equity in the cITort 
needed to secure any given sum of addi¬ 
tional resources. But in order to stabilise 
the financial commitment of the govern¬ 
ment, we have to draw the line somewhere 
and this would be a very suitable point. 

Education Finance 

Now that panchayat unions have financed 
successfully their share of the universaf 
compulsory education programme and wo 
can, through the agency of the modified 
local cess surcharge matching grant, main¬ 
tain the level of taxation by local cess 
surcharge, the complicated and inequitable 
pattern of educational financing piust go. 
In its stead we do well with a simple 
percentage grant. What sl^uld be the 
percentage? On the basis of the budget 
estimates for 1968-69, we find that the 
government grants to panchayat unlot^ for 
elementary education coifie to Rs 11.89 
croi^ and the panchayat unions* $bkre is 
roughly Rs J 20 lakhs by way Of four- 



AttgDSt 22. 1$69 

ninth* of local cess and R$ 230 lakhs by 
ivay of diversion Ofom general account 
to education account. From this we may 
roughly fix the government grant at 85 
per cent and the panchayat unions share 
by way of diversion from general account 
at 15 per cent. The four-ninths of local 
cess will be adjusted against the government 
grant portion in order to avoid mischief 
from disparities in land revenue. Tn other 
words, the government grant for education 
expenditure will be 85 per cent of the total 
expenditure in each union, less four-ninths 
of local cess of that union. The percentage 
grant can be accompanied by prescription 
of norms, control of teacher-pupil ratio 
etc. 

Special Disparities 

The per capita local roads grant can go 
and be substituted by a suitable per mile 
grant, subject to control over classification 
of panchayat union roads and recognition 
of special disparities. There is one factor 
of disparity still left, v/r., the five-ninths 
of local cess left to panchayat unions after 
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distribution of 20 paisc per capita to 
village panchayats. The sting of this can 
be partially taken out, to the much-needed 
relief of village panchayats, by stipulating 
that one-fifth of the five-ninths of local cess 
surcharge, i.c. five paisc in the land revenue 
or 20 paise per capita, whichever is more, 
will be distributed on population basis 
among the village panchayats. A larger 
distribution will lead to difficulties because 
of the land revenue structure of the pan¬ 
chayat unions. 

So there will be some vestiges of disparity 
still left but we would have gone a long 
way from the present system where dis¬ 
parities masquerade in many corners. 
Another factor is the backlog of surpluses 
and deficits and it will take a few years 
before they arc ironed out and a reasonably 
uniform level of taxation reached. A 
phased programme of gainful utilisation 
is in any case necessary for the surplus 
unions and is not difficult to devise, if taken 
up seriously. 

What then is the final picture of the 
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system w© have suggested? At 50 pitisb of 
surcharge, the resources of eech 
panchayat union by way of surcharge 
plus matching grant would be at a 
minimum of Rs 2 per capita. At the 
present education expenditure level of 
Rs 5 per capita, the 15 per cent share 
will take 75 paise per capita. Establish*- 
ment expenditure will take about 45 paise, 
making Rs 1.2 per capita in all. There 
will be other expenditure, as on dispensa¬ 
ries, maternity centres etc. but so will there 
be other revenues, as from surcharge on 
entertainment tax, receipts from remunera¬ 
tive enterprises, etc. 

What is clear is that all unions will be 
able to make their ends meet and there 
will, in addition, be an elbow room of at 
least SO paise per capita and this will for 
the first time be available to all panchayat 
unions. This salutary result as well as the 
general result of redistribution and simplifi¬ 
cation would have been achieved by 
government spending nothing more than 
what it does now. 


5} PER CENT MAHARASHTRA STATE 
DEVELOPMENT LOAN, 1981 

ISSUE PRICE Rs 100-00 FOR EVERY Rs 100-00 
OPEN ON MONDAY, THE 1ST SEPTEMBER 1969 

The loan will be closed as soon as the total amount of Rs. 22 crores had been subscribed 
and in any case not later than the close of business on 6th September 1969. 

The applications for the loan will be received at ; 

(a) the oflfices^of the Reserve Bank of India, Bangalore, Bombay (Fort and Byculla), 
Calcutta, Hyderabad, Kanpur, Madras, Nagpur, New Delhi and Patna; 

(b) the branch of thd State Bank of Bikaner and Jaipur at Jaipur; 

(c) the branches of the State Bank of Hyderabad conducting Government Treasury 
work within the State of Maharashtra; 

(d) the branches of the State Bank of India within the State of Maharashtra except at 
Bombay and Nagpur and at places covered by item (c); 

(e) the Government treasuries and Sub-Treasuries in the State of Maharashtra at 
places not covered by items (c) and (d). 

Full particulars can be obtained at any of the offices mentioned above. 


DOP/397/69. 
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FROM THE PRESS GALLERY 

Defections : Menace to Democracy 

OUR PARLIAMENTARY CORRESPONDENT 


NEW DELHI, Saturday : 

IT was indeed an irony that the report of 
the Committee on Defections came up for 
discussion in Parliament during a week 
when large-scale defections from the 
Congress ranks were being talked about 
openly on the question of the party’s 
official candidate for the presidentship of 
the Indian Union, Mr Sanjiva Reddy< 
The matter came up in the Upper House 
this w'cek. There was a sharp divergence 
of opinion on whether this menace to demo¬ 
cracy could be effectively checked. While 
some members thought that there was no 
solution to the problem, several others 
were optimistic that the phenomenon 
would die out as the democratic process 
advanced. Still another point of view’ was 
that only very concerted steps, including 
legislative action, could stem the ugly 
trend. The Home Minister, Mr Y. B. 
Chavan, agreed that the problem was diffi¬ 
cult to tackle. He felt that there would 
have to be an all-out attack on it—from 
the legal, political as well as ethical angles. 
Eventually, however, only the creation of 
a proper pKilitical climate and political 
sanctions could put an end to defections. 

Specific Suggestions 

Several suggestions were put forth by 
members for curbing defections. TJiese 
included (/) a specific limit on the st7e of 
ministries; (//) some specific measures to 
check the growth of small parties; {Hi) a 
complete ban on candidates contesting 
elections as independents; and {iv) the 
grant of a right to electorates to recall 
persons elected by them to legislatures. 

An official bill on the subject is expected 
to be brought before Parliament after the 
Lok Sabha also considers the committee’s 
report in the near future. 

Despite the fact that the election of the 
President continued to exercise the minds 
of the members of Parliament, the two 
Houses transacted a good deal of legislative 
business this week. Throe bills were adopt¬ 
ed by the Lower House and one by the 
Rajya Sabha. The Lok Sabha also nearly 
codmleted its deliberations on a fourth 


bill. The Upper House had a general dis¬ 
cussion on a second bill. 

The bill adopted by the Rajya Sabha was 
the Press Council Bill which, by replacing 
the ordinance, sought to extend the term of 
the offices of the chairman and the mem¬ 
bers of the Press Council up lo March 
next year. The most important issue 
raised by members during the debate on the 
bill was the freedom of the press. Several 
members criticised the government for 
threatening certain newspapers because 
they hud disapproved of the nationalisa¬ 
tion of major hanks. They look objection 
to ii remark by the Minister of Stale for 
Information and Broadcasting, Mr I, K. 
Gujral, that the “press in the country was 
free, but not independent*’. 

Finance Corporation 

Defending this observation of his by 
pointing out that he was just quoting a 
member of the All-India Newspaper Edi¬ 
tors’ Conference, Mr Gujial revealed that 
the government had no intention to nation¬ 
alise newspapers, but stressed that the 
power of big money in the newspaper 
industry had to be curbed. Two steps 
were indicated by Mr Gujral in this respect. 
First, a bill would be introduced during the 
next session of Parliament to constitute a 
Newspaper Finance Corporation which 
would come to the rescue of small and 
needy newspapers. Secondly, small and 
medium newspapers would get an increas¬ 
ed share of government advertisements 
and newsprint quota. 

The bill which was inconclusively debated 
in the Rajya Sabha concerned the emolu¬ 
ments of members of Parliament. It came in 
for scathing criticism by the spokesmen of 
practically all the opposition gioups. They 
pointed out that MPs had no right to in¬ 
crease their own salaries when a number 
of constitutional obligations such as 
provision of old-age pension, unemploy¬ 
ment benefit, compulsory primary educa¬ 
tion, etc., had not yet been fulfilled. 

The throe bills passed by the Lok Sabha 
were : (/) the Gold Control (Amendment) 
Bill which sought to amend the parent act in 
the light of the judgment of the Supreme 
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Court; (U) the Delhi High Court (Ameitd. 
ment) Bill which, among other things, 
sought to raise the value of a civil suit for 
the purposes of the original jurisdiction of 
the Delhi High Court from Rs 25,000 to 
Rs 50,000; and (Hi) the Criminal and 
Election Laws (Amendment) Bill which 
aimed at providing deterrent punishment for 
piiiUing and publication of objection¬ 
able matter calculated to create disharmony 
among people on grounds of religion, race* 
place of residence, language, caste and com¬ 
munity. 

Gold Control 

The near-unanimous demand mgde by 
the opposition members for the withdraw'al 
of gold control was rejected by the Minis¬ 
ter of State for Finance, Mr P. C. Sethi, 
who piloted the Gold Control (Amendment) 
Bill. He, however, assured the members 
that the enactment could be reviewed in 
future if so desired. For the present, the 
government. Mr Sethi said, of the view 
that gold control was necessary. The steps 
taken so fai, he added, had had a satis¬ 
factory effect. A good deal of concern 
was expressed, during the debate on the 
Delhi High Court (Amendment) Bill, 
by all the sections of the House on delays 
in the disposal of cases by courts. The 
Criminal and Election Laws (Amendment) 
Bill was generally welcomed, but some 
opposition members expressed the fear that 
the wide powers conferred by it might bo 
misused by the executive. 

The Lokpal Bill, which w^as inconclusive¬ 
ly debated by the Lok Sabha, was approved 
in principle. It sought to create the 
offices of Lokpal (Ombudsman) for look¬ 
ing into complaints of corruption and mal¬ 
administration against ministers and secre¬ 
taries and of Lokayukt to go into such 
complaints against other officials. The 
provision in the bill that the Lokpal would 
be appointed in consultation with the 
Chief Justice of the Supreme Court and the 
Leader of the Opposition in the Lok Sabha 
was hailed by members. But there was a 
good deal of controversy over the exclu¬ 
sion of the Prime Minister’s actions from 
the jurisdiction of the Lokpal, A strong 
pica was made for the inclusion of the 
Prime Minister within the purview of the 
bill, Thjs demand, however, was rejected 
by the Minister of State for Home Affairs^ 
Mr V. C. Sbukla, who piloted the bill. 
Mr Shukla pointed out that the proper 
forum to consider the conduct of a Prime 
Minister was. tto Lok Sabha. , 
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JOSSLEYN HEKNESSY 



I 

BACKGROUND: THE NEED FOR ACTION 

LONDON : 

THE problem of strikes and of the legal status of the trade unions 
has come to the forefront of British politics, and as India has her 
ahare of difficulties arising out of industrial strife, you may be in¬ 
terested in an outline of the recent dramatic developments in 
the UK. 

Mrs Castle’s white paper In Place of Strife (January 1969) 
described the urgent need for legislation on industrial relations : 
^*The deficiencies of Britain’s system of industrial relations are 
reflected in the character of our strike problem. It is true that, in 
comparison with many other countries. Britain’s strike record, 
measured by the number of employees directly involved and the 
number of working days directly lost, is relatively good. But this 
does not mean that the industrial effects may not bo more serious, 
because that tally gives a very imperfect measure of the conse- 
<]uences of a strike. Compared with other countries we have a 
large number of strikes in relation to our work force, and the 
number of strikes Has’"gone up considerably in recent years. The 
typical British strike is unofficial and usually in breach of agreed 
procedure. Although it is often soon over, it comes with little 
warning and the disruptive effect can bo serious. It is commonest 
in a small number of industries such as motor assembly and compo¬ 
nents, the docks and shipbuilding. Other industries often have 
long periods without strikes, but they may suffer indirectly because 
of a strike at a key point of their supplies or services. This type 
of strike can cause far-reaching dislocation and at times takes place 
in complete disregard of its consequences for the community. 
These indirect effects are not reflected in the strike statistics”. 

Work Stoppages 

The table alongside shows that recorded stoppages of work 
excluding coal-mining have increased four-fold in the last 20years, 
and doubled in the last five years (i.e, since the formation of the 
Labour government), and that this upward trend continued in the 
first half of 1969. This increase is almost entirely due to a dram¬ 
atic rise in stoppages that are **unofliciar’—i.e. not authorised by 
the unions whose members are involved—and “unconstitutional” 
—i.e. called in breach of agreed procedures for the settlement of 
.grievances without strike action. Official strikes have not increased 
aigniflcantly. During 1964-66, the Royal Commission found that 
^5.6 per cent of recorded strikes were unofficial; and the white 
paper points out that “these unofficial strikes are also nearly always 
Ruiconstitutional”. 

The rapid Increase in stoppages has exposed two problems : 
<l) The weakness of the official structure of UK trade imions, 
evihtcti hke caused the control over industrial action to pass to 
inioffioial leaders tend (2) A glowing habit of ignoring whatever 


agreed procedures exist for resolving workplace disputes between 
employers and employees or between groups of employees. 

II 

WHAT TO DO ? THREE DIFFERENT VIEWS 

Although government policy documents, the Royal Commis¬ 
sion, and the government’s white paper were unanimous in identi¬ 
fying these problems, and the way they have grown in the 1960s, .. 
there were three different views on what should be done. 

(i) Donovan (June 1968) : A majority of the Royal Commis¬ 
sion thought that it would be enough to strengthen official union 
organisation (registration, grants by the Commission on Industrial 
Relations etc.) and to encourage more comprehensive collective 
agreements by requiring firms to register them with the Depart¬ 
ment of Employment and Productivity. Unofficial industrial 
action was to be deterred by removing the protection of the Trade 

STOPPAGES DUE TO INDUSTRIAL DISPUTES 1949-69 
(Excluding coal-mining) 


Annual Jan.-May 
Total 


1949 


552 

264 

1950 


475 

233 

1951 


661 

285 

1952 


493 

231 

1953 


439 

175 

1954 


526 

223 

1955 


636 

273 

1956 


567 

269 

1957 


635 

293 

1958 


663 

296 

1959 


786 

324 

I960 


1,153 

559 

1961 


1,228 

598 

1962 


1,237 

663 

1963 


1,081 

385 

1964 


1,456 

605 

1965 


1,614 

792 

1966 


1,384 

747 

1967 


1,722 

711 

1968 


2,131 

820 

1969 



I,S66 


Source : Ministry of Labour Gazette/Employment and Pro* 
duedvity Gaaette 
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Disputes Act 1906 from unregistered unions, so that an unoflUctat 
strike leader could be sued for damages for inducing breach of 
contract. 

(ii) Mrs Castle (January 1969) : The white paper In Place 
of Strife adopted most of the Royal Commission’s proposals ex¬ 
cept the specific action against anofheial strikes described above, 
but went further. Its theme was selective intervention in disputes 
by the DEP : (a) A 28-day “conciliation pause” could be imposed 
by the minister on an unconstitutional strike; (b) the minister 
could order a CIR recommendation on an inter-union dispute to 
be observed by the parties; and (c) the minister could order a ballot 
of union members before an official strike. The first two were to 
be included in this session’s bill and (he remainder of the white 
paper’s proposals to be enacted in the 1969-70 session. 

(iii) “Fair Deal at Work” (April 1968) : The Tory proposals 
(published before the Donovan report and the while paper) agree 
with the white paper and the Royal Commission that official unions 
must be strengthened. The Tories were, in fact, the first to 
propose the registration of unions in order that there should be a 
measure of public control over their rules and conduct, for the 
protection of union members themselves. But the Tory proposals 
go fuilhcr than the Royal Commission and differ from the white 
paper. Where (he government proposed selective ministerial 
intervention, the Tories call for the creation of a comprehensive 
framework of law providing remedies for both parties to reinforce 
collective agreements. 

Collective Agreement 

Like Mr Andrew Shonfield, whose note of dissent to the 
Donovan report identified the habit of treating collective agree¬ 
ments as legally unenforceable as the key to the problem, Fair 
Deal at Work proposes that this traditional state of affairs should 
be reversed. Among businessmen, the law presumes that the 
parties to an agreenricnt intend to be legally bound unless one or 
both of them make it clear at the time of the agreement that he did 
not. This should be the rule for collective agreements in industry, 
not in order to enforce agreements on parties who never intended 
to be bound, but to shift the emphasis in collective bargaining 
towards the negotiation of bindirig agreements. The white paper 
proposed exactly the reverse—a statutory rule embodying the 
traditional attitude that no collective agreement can be enforced 
without a written stipulation to that effect. 

Although enforceability is the theme of fair Deal at Work, 
another contrast with the government’s approach is the Tory 
insistence on the interdependence of the different elements in the 
comprehensive proposals. Mr Robert Carr, Conservative front 
bench spokeman on industrial relations, spelt this out in the 
debate on July 3, 1969 : **What is needed is a comprehensive set 
of interdependent measures. Unions and employers* associations 
must submit their rules and procedures to registration. They must 
both have corporate legal status. There must be a legal duty on 
employers to recognise registered trade unions when this is the wish 
of the majority, and there must be proper machinery to discover 
this wish by secret ballot, both on the basic question of union re¬ 
cognition and where a choice must be made between one union 
and another. There must be a proper definition of a Mawfui trade 
dispute’. Collective agreements must be made legally binding, 
except to the extent that both parties make clear that they wish 
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them not to be. There must be adequate guaratuess fyt, |he rights 
of individual workers, unionists and non-uuionlstS atik^ against 
unfair pressures, whether from employers or unions. There mMst 
be a new system of industrial courts, on which both employers 
and unions are represented”. 

HI 

MRS CASTLE'S 

Mr Jenkins’s budget statement on April 15. 1969, announced 
two related measures : (i) Abandonment of compulsory powers to 
freeze wage increases under the Prices and Incomes Acts, and (ii> 
immediate legislation on “some of the more important provisions 
incorporated in the white paper In Place of Strife*^ Mr Jenkins 
explained : ”We need to facilitate the smooth working of the 
process of collective bargaining in industry and to help to prevent 
the occurrence of unnecessary and damaging disputes of which we 
have seen all too much iccently, and which arc totally incompatible 
with our economic objectives.” 

On April 16, Mrs Castle told the Commons that she would in* 
troducc a bill to implement the following proposals from the white 
paper : (a) The right of the individual employee to belong to a 
trade union would “become part of every contract of employment”, 
(b) Where an employer refused to recognise a trade union, the 
union could complain to the Commission on Industrial Relations, 
which might hold a ballot. If the CIR recommends action, it would 
then be up to the minister to make a recognition order, if the 
order were disobeyed, it would be up to the union to take the em¬ 
ployer to the industrial court, (c) Where more than one uni ?n 
is involved in a recognition dispute, negotiation through the TUC 
was to precede the investigation by the CIR; and in this case, 
if the minister made a recognition order it would be up to her to en¬ 
force it by summoning an offending party before a new “in¬ 
dustrial board” which could impose a financial penalty. (d> 
In the case of unconstitutional strikes the minister would have the 
power by order to impose a 28-day pause on both sides (the em¬ 
ployer returning to the status quo and the strikers going back to 
work). Again it would be up to the minister to enforce such an 
order by bringing any party who disobeyed it before the industrial 
board and asking for a financial penalty, (o) Unemployment 
benefit was to be payable to workers laid off by strike action in 
several cases where they do not now receive it. This was a change 
recommended by the Royal Commission, but not included in the 
white paper. 

Controversy raged over proposals (c) and (d) — the “penaf 
clauses’*. The other throe proposals were evidently intended by 
Mrs Castle to make the penal clauses palatable, because she did* 
not pretend that the same urgency attached to them. Whether the 
clauses were truly penal or not proved a source of confusion. 
On April 16, Mrs Castle took pains to stress that any financial* 
penalty imposed on someone for disobeying an order under her biil 
would be **a civil debt to be collected as any oihttcivil debt in 
a civil court*’. 

Unfortunately for her, however» the government was curmidy 
considering in anotheir context proposals to fadlitale the cofieptioa 
of civil debts, notably by ^^attacbment orders” diroctiqg an etn* 
ployor to deduct a roguku: sum from an employee’s pay and send 
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it td th« court, a procedure already used to collect fines. Ftaving 
once mentioned this possibility in her white paper, Mrs Castle 
was unable subsequently to eradicate the Idea that she was propo¬ 
sing the criminal sanction of a *‘finc**. 

In the debate of July 3, 1969. Mr Robert Carr said : We 
criticised the government's legislative proposals as inadequate, 
hut we made it clear that we would give them a fair wind. We 
did not criticise the government's proposals because they were 
insufficiently fierce in applying sanctions, but because they were 
insufficiently comprehensive in establishing a modern set of rules 
bearing on employers and trade unions alike, but within which they 
could be given much more freedom to conduct collective bargain¬ 
ing without state intervention. The government’s proposals put 
ministerial intervention and the possibilities of penalties and sanc¬ 
tions, particularly against individuals, in the forefront instead of 
leaving them in the background as the measures of least impor¬ 
tance and of last resort... Central inlcrvcnlion attacks tlic 
symptoms, but not the causes”. 

IV 

THE LABOUR REVOLT AGAINST WILSON 

Mutiny in the Labour party was altcady apparent before the 
Budget. When the white paper was debated on March 3, 1969, 
55 Labour MPs voted against the government; another 40 abstain¬ 
ed deliberately. On March 26, the National Executive Committee 
of the Labour party, of which both Mr Wilson and Mrs Castle 
arc members, voted ib inform Mrs Castle that they could not 
support legislation on all the suggestions in the white paper; 
voting was by a majority of more than three to one. with Mr 
James Callaghan on the rebels' side. This was the most overt 
sign of the defiance which led, in the following May, Mr Wilson 
to exclude Mr Callaghan from the “inner cabinet”. It is significant 
that on February 12,1969, Mr Callaghan, as Labour party treasurer, 
had met the leaders of the trade unions affiliated to the Labour 
party to persuade them to provide the party with another £138,000 
a year. Ac this meeting the unions bluntly told Mr Callaghan that 
the government would have to drop the strike legislation if It w anted 
more cash for the party. 

On May 7, 1969, Mr Douglas llougliton, chairman of the 
parliamentary Labour parly said : “Ministers must not fall into 
the error of believing that their determination to force things 
through the party and the House is either necessary or po.ssiblc. 
It can only be done with us. It cannot be done without us. Wc 
must strive to pi event 'government by disintegration of the Labour 
party'.. No good that any contentious bill of this kind can do to 
industrial relations will redeem the harm we can do to our govern¬ 
ment by disintegration or defeat of the Labour party. Out unity 
and our political purpose matter more to the country than the 
marginal damage of unconstitutional strikes . 

The full seriousness of the split within the parliamentary Labour 
party was revealed when the Trade Union group of Labour MPs, 
nearly 130 strong, began publicly to urge the govemmont to drop 
the “penal clauses’*. 

The TUC opposed government's proposals from the start. 
The Council stated on January 7, 1969 : **To impose 
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fhumdal penalties on a union, on the grounds that in a midislei^ii 
opinion a(n inter-union) dispute may cause economic damagSi 
would militate against a genuine solution for this problem.. 
The General Council regard as misguided and unacceptable the 
government's proposals to take discretionary powers to require a 
union to conduct a ballot (on an official strike) which, in a minister's 
opinion, threatens economic damage.. The General Council 
do not accept that it accords with democratic procedures to give 
a minister unfettered discretion to invoke powers to fine work¬ 
people solely on the grounds that in his opinion the results of a(a 
unconstitutional) strike arc likely to be serious, using such criteria 
as he may think appropriate.. The General Council do not 
accept that there is any justification for the government to pursue 
(compulsory trade union registration) unless and until it can pro¬ 
duce evidence that the General Council's own plans are not going 
to produce a satisfactory result.” 

A week after the Budget announcement, the General Council 
decided to call a special congress of the TUC —the first since 1920. 
A report was prepared for this congress, held in Croydon, ex¬ 
plaining the TUC opposition to the government's proposals, and 
suggesting alternative measures which involved amendment of 
two of the congress rules to deal with some industrial problems. 
The congress adopted the General Council's Programme for 
Action including the amendments to (he rules, though only after 
major unions, notably the Transport and General Workers' Union 
and the Amalgamated Engineering and Foimdry Workers, had 
made it clear that their support depended on the government bill 
being dropped, and that if the bill was not dropped, the annual 
congress in September could rescind the Croydon decision. 

Mr Wilson'‘9 Brave Words— 

The government's attitude had been that the passage of the bill 
in the current session was essential. The week before the Budget, 
Mr Wilson told the leaders of the TUC: “If the government 
stood on one side and did nothing it could bo destroyed economi¬ 
cally and politically... w'C cannot just fold our arms and say be¬ 
cause the TUC does not like it wc will do nothing about it”. 

Mr Wilson told a meeting of the parliamentary Labour party 
that the bill was an issue of confidence in the government and that 
if the party were defeated he would call a genera! election. The 
bill was essential to Britain's economic recovery, to the balance of 
payments, and to full employment. The survival of the Labour 
government depended on it. 

The publication of the TUC proposals did not initially weaken the 
govornment's resolve. Interviewed the day after the pubUcatloa 
of the TUC’s Programme for Action, Mr Wilson said : “I have got 
to ask for something a little more definite than that..I believe 
that the life of the country is at stake on all these issues.. we have 
to deal with these problems. 1 do not exaggerate them but f 
damned if I am going to underrate them”. 

Next day Mr Wilson met the TUC General Council again ; 
*‘I have to gi\ c my polilical judgment — you have given your judg¬ 
ment about the industrial implications. But the question at issue 
really is w'hother the Labour government can continue. When I 
addressed the parliamentary Labour party to inform thorn of our 
intention to meet, I said T have to tell you that the passage of this 
bill \k essential to the continuance of this government in effioe.^ 
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I believe it means more — whether this Labour government or 
any Labour government can continue**. 

I'hc adoption by tlie TUC congress of Programme for Action 
made no difTerence. Immediately after the end of the congress, 
Mrs Castle’s ministry said : “The government have considerable 
reservations about the effectiveness of the General Council’s pro¬ 
posals for dealing with unconstitutional strikes”. Two days later Mr 
Wilson said : ‘*The TUC know's the government view that in this 
sphere of industrial relations there is not in their proposals enough 
asscition of authority to give reasonable hopes that what the TUC 
propose can alone solve this problem... This problem must be 
solved. It will not be solved by any abdication by the govern¬ 
ment of its responsibilities, nor w ill it bo solved by any threatened 
abdication by the TUC of theirs”. 

—^FoHowod By Surrender 

On June 6, Mr Wilson received a letter from the party’s liaison 
committee, which keeps the government informed of back-bench 
opinion, and includes Mr Douglas Houghton, Mr Fred Peart, 
leader of the house and a member of the inner cabinet, and the 
tough Mr Bob Mcllish, whose appointment as Chief whip on April 
13 had been heralded as one of Mr Wilson’s measures to ensure 
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passage of the bill. The letter warned Mr Wilson nhat thw Vfifa 
no chance of the government carrying in the Commons a strike- 
curb bill containing any penal clauses. .’* 

In view of the Tory party’s undertaking not to oppose the bill, 
this meant that Mr Wilson was now in a minority in his own parly- 
The next day it emerged that he and Mrs Castle were also in a 
minority in the cabinet. In these circumstances, Mr Wilson de¬ 
cided to surrender. On June 18, he and Mrs Castle met the TUC 
General Council for the last time and it was announced that in 
view' of a “solemn and binding undertaking” by the General Coun¬ 
cil (which I will summarise next week), the government would not 
introduce Mrs Castle’s bill. Interviewed that night Mrs Castle 
confirmed that if the TUC annual congress in September latified 
the amendments made to the rules by the TUC special congress 
“we would not proceed with penal powers for the life or*this 
government”. 

The foregoing outlines the facts of these dramatic six months- 
Next week I explain the extraordinary situation that exists in the 
UK’s industrial relations how that the trade imions have compelled 
the government ignominiously to eat its brave words and completely 
to reverse their much publicised proposals to bring the unions 
within the law. 
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INFLATION AMONG NATIONS — TRADE ACROSS 
EUROPE - SPOTLIGHT ON D-MARK 

E>B< BROOK 


VIENNA ; 

ALTHOUGH the general pattern of world production still shows 
a very satisfactory rate of growth, with international trade develop¬ 
ing even more rapidly, inflation is troubling some of the most 
prosperous countries. 

Inflation is nothing new; it has occurred—sometimes seriously, 
even catastrophically— many times before and has been over¬ 
come by extra effort or by special emergency measures. But 
what is disturbing about the current inflation is that it appears to 
bo gathering momentum internationally. 

A symptom is the steep rise in the general level of world 
interest rates which has been developing steadily since the beginning 
of the year. Eight leading industrial countries have raised their 
Bank rates, several of them more than once. Six of the eight now 
have Bank rates of 6 per cent or more, a rate which is uncommonly 
high. 

In the last 12 months the French Treasury bill rate has risen 
from 5.50 to 10.22 per cent, the Belgian from 3,75 to 6.45 per cent 
and the West German from 2.78 to 4.87 per cent. The rate 
for Eurodollars, that much-coveted artifkial currency which out¬ 
does even the German mark in popularity, has been as high as J 3 
per cent for short periods and more commonly at 10.50 per cent. 
Its normal annual rate is only 6.75 per cent. 

These may be matters for i?ankcrs, investors and other specia¬ 
lists but the all-round rise in prices is cveryman’s worry. Prices 
iiV ^ large number of the principal industrial countries have been 


moving up much faster this year than they did last year. Prices in 
the USA rose by 4.6 per cent in 1968; so far this year they have been 
rising at a rate of over 6 per cent. Similarly, wholesale industrial 
prices which went up by 2.9 per cent last year are going up also by 
6 per cent now. It is very largely this inflation in the USA that 
is spreading the contagion elsewhere. 

The French consumer index was 6.5 per cent higher two 
months ago than it was a year earlier although the French economy 
is uncommonly prosperous under the influence of last year’s wage 
increases which have added considerably to the French public’s 
spending power. 

The West Germans, traditionally stable and almost neurotic 
about inflation, have seen their consumer prices rise by throe per 
cent in the last year with a defintte indication of rising further. 
After the election in September a fairly substantial and possibly 
sudden additional rise is widely expected. 

The Dutch have experienced the sharpest price rise on the 
continent — a consumer price increase of 20 per cent in four 
months. Even allowing for some local added value taxes which 
have increased prices artificially, the rise is over 8 per Sent. The 
Portuguese are paying 12 per cent more for their food and other 
purchases than they were a year ago and the British about 6 per 
cent more. 

Some govfitttuncnU have btm forced to take special moasoies : 
the Dutch imposed a gtoeral prfee freesBeip aod the Bdgiaaf 

have been obUgod to lower the planned of 4 value tear 
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whidi to come Into fof oo in Jannary and also to restrict 

^cvedits^ 

^^veape, and the Common Market particularly, arc waiting 
ailidously for the American and the British deflationary policies 
to begin to have noticeable effects. Not until then will external 
demands on continental economics begin to taper off. Similarly, 
no lasting effects will be achieved until the West German export- 
led expansion and the French wage-inflated boom have begun to 
subside to normal. 

Anybody’s Guess 

When this will happen is anybody’s guess, but it will certainly 
not bo yet. In West Germany there are still about eight times as 
many unfilled vacancies as there arc unemployed, industry rapidly 
approaches the limit of effective capacity and wages are rising by 
about 6 per cent a year. As this year closes in West Germany 
both wages and prices will move up more quickly. 

The French take rising prices more calmly—many of them 
are paid principally by tourists and other visitors. For the 
moment, the French government is sticking to a fairly modest 
credit squeeze in the hope that this will see them through the win¬ 
ter. 

The mood at the moment is to hang on without making further 
adjustments. Everyone in Europe hopes the US administration 
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will be successful in its efforts to slow dovm the growth of the 
American money supply but no one expects its inflation to show 
much sign of dwindling till the end of the year. Equally, everyone 
hopes that the new West German government that emerges from 
the elections six weeks hence will decide to revalue the mark — 
but no one now really expects them to do so. 

The long-term prospect, unfortunately, is that Eurof)C will be a 
still more expensive place than it is even now and that this decade 
will have added about a quarter to the general cost of living in the 
western half of the continent. 

Meanwhile the USA, a very potent factor in Europe’s economic 
health, is itself experiencing and will almost certainly continue to 
experience a period of inflation without much growth. This factor 
IS likely to keep US domestic prices rising for at least the rest of 
this year; meanwhile, despite the protests of the US Treasury, 
Amerdan banks continue to borrow on the Eurodollar market to 
an extent that forces up European interest rates to an unheard of 
level and strains European countries’ gold and dollar reserves to 
an extent that disconcerts most treasuries. 

« * » * 

There appears to be a three-fold pattern in the larger trading 
world which vitally affects west European finance. The US banks 
and commercial institutions arc ignoring the US Treasury’s efforts 


51 PER CENT 

WEST BENGAL LOAN, 1981 

Issue Price Rs. 99.50 
Opens on September I, 1969 

The loan will be closed without notice as soon as total 
subscriptions amount approximately to Rs. 11 crores and in any 
case not later than the close of business on the 6th September, 
1969. 

The proceeds of the loan will be utilised to finance 
development projects included in the State Plan for West 
Bengal. 

Applications for the loan must be for Rs. 100 or for a 
multiple of that sum. 

Subscriptions may be in the form of cash/cheque or 
Securities of 4% West Bengal Loan, 1969. 

Applications will be received at — 

(a) The offices of the Reserve Bank of India, Bangalore, Bombay (Fort and 
Byculla), Calcutta, Hyderabad, Kanpur, Madras, Nagpur, New Delhi 
and Patna; 

(b) The branch of the State Bank of Bikaner and Jaipur at Jaipur; and 

(c) The branches of the State Bank of India within the State of West Bengal 
except in Calcutta. 

Full particulars and application forms are available, from 
any of the oj^ces mentioned above. 


W.B. (l.&P.R.) Ad. 26S6(L4)/69 
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to stem borrowing and ration credit; cast Europe is trading in¬ 
creasingly with the western half of the continent and promises to 
become a steadily increasing area of good sales; western Europe 
is moving cautiously with France freering half the credits for the 
current year’s budget. Italy is facing a payments deficit of over 
£300 million, nearly 40 times as large as last year and even pros¬ 
perous West Germany is eyeing its rising internal prices with care. 

The motxl of west Europe at the moment is to hold its breath 
economically. This mood is best illustrated by the action of the 
new French Finance Minister, M. Giscard d’F.staing, in setting up 
a special fund into which the blocked budget credits will bo diver¬ 
ted so as to give his government a manoeuvrable sum of ready 
money to be used as circumstances demand. 

The Italians at the moment appear to be very sick indeed with 
their £304 million payments deficit, a political wrangle that prevent- 
ed the formation of yet anothet compromise coalition government 
for weeks and a set of strikes that has so far thi.s year cost the 
country over 80 million working hours, three times as many as 
last year. Italy is very much the sick man and the poor relation in 
the Common Market but is one ol west Europe’s torcmost and 
most enterprising traders with cast Europe. 

One of the most striking aspects of cast-west Europe relations, 
generally as, this year, several communist states there celebrate 
their first quaiter-centtiry anniversaries, is the rapid growth of 
two-way trading. This lively commercial activity oversteps the 
bitterest political animosities. West Germany is Ea.st Germany's 
biggest non-communist supplier and East Germany has a highly 
profitable market in the Federal Republic. West Germany’s 
market in the IXmocratic Republic is of such a sue and so pro¬ 
fitable as to attract the envious and competitive attention of both 
the British and the French. 

Growing Co-operation 

Elsewhere in east Europe commercial and industrial co-opci ation 
with West Germany, Britain. France and Italy is growing apace. 
The Russians have pushed their sales to Britain to over £154 
million a year, giving a comfortable balance in trading; they arc 
buying increasingly from British industrial equipment firms, in¬ 
cluding textile factory, automobile factory and mcchani/cd farming 
equipment. The French and the West Germans are competing 
keenly for industrial sales to east Europe and, despite financial 
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complications in such places as Prague and Belgrade, the east 
Europeans are rapidly approaching the position of being able (o 
take their pick. The maricet is proving of such worth to export- 
hungry nations that it bannot be long before the USA rdaxes some 
of its precautions and restrictions and joins the pickings. 

4i ♦ ♦ * 

What matters most in west Europe now, and especially to 
Britain, is that the West German marie should be revalued and 
made more expensive. It seems increasingly probable that, unless 
the s<Kialist party scores a very unexpected electoral success in 
West Germany in two months’ time to make it the nuyof partner in 
a coalition, the mark may not bo revalued. It will certainly not 
be revalued because of West German concern for the pound sterling 
nor because of pressure exerted on Bonn by the French out of good 
neighbourliness. * 

Change in Economic Climate 

There has been a change in the economic climate, in economic 
emotion, since the coming of the Nixon administration last 
January. The Americans have grow n increasingly conscious of the 
actual and potential flow of West German private capital to the 
United Slates. The form of new military costs offset agreement 
between the United States and West Germany emphasizing private 
direct investment by West German companies in the United 
States is the latest straw to indicate a changing wind. 

West Germany’s net long-term capital outflow rose from negli¬ 
gible proportions in 1966 to 772 million dollars in 1967 and to 
2,864 million dollars last year. In the first quarter of this year the 
outflow was 210 million dollars, some 20 million dollars more than 
in the same quarter of 1968. 

West German private investment in the USA is so far only a 
steadily growing trickle but there is every possibility, increased by 
deliberate official effort by the Americans, to expand the flow. 

From the US viewpoint a growing and continuing capital flow 
from West Germany to the United States, without special bonds, 
equalisation taxes and other artificial inducements or controls, 
could do more than any revaluation of the mark to improve 
America's basic payments deficit. 

The decision ultimately rests with the West German private 
investor w'ho is aided in having money to lend by his habit of 
living well below the standard that his generous earnings permit. 
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PRESIDENT NIXON’S 'NEW FEDERALISM’ 

GERARD A. DONOHUE 


WASHINGTON ; 

FRF-OUFNTLY it is impossible to separate economics from poli¬ 
tics. President Nixon’s economic proposals for new approaches to 
welfare, unemployment and revenue sharing can neither be sepa¬ 
rated from politics nor roiilly understood without knowledge of 
American political tradition. 

The “New Federalism" as he teimcd his proposals for dealing 
with some of the most serious economic problems in the United 
Stales, is both new and revolutionary. For he is attempting to 
change some of the traditional relationships between the indivi¬ 
dual stales and the federal government in Washington. 

The United Slates is today, as it was when the Constitution was 
ratified and came into effect, a union of individual states, with 


clearly defined rights and privileges for each state in its relation¬ 
ships with othci slates and with the national government. From 
the days of Thomas Jefferson, Amercians have been suspicious of 
over-centralization of power in Washington. States, counties, 
cities, and towns have paid for and run their own schools, their 
own police and fire departments, and have cared far their poor, 
sick and aged independently of federal control. And although 
the United States has changed from a sparsely populated rural 
nation into a large urban industrialized one, feelings still run deep 
that kx;al problems can best bo solved at the local level. 

It was not really until the depressiem of the 1930s that people 
began to realize the migration of mon, women and children; 
from the farms to the cities had created large-scale nationfd prob^ 





Item thtt ^atd only be solved on a national level. But even then 
it only fiii9ir hot debate that the principle was established that 
Ihe federal government has the responsibiJtty and the authority 
to deal with unemployment and welfare within the various states. 

It was in 1935 the foundations for the present social security 
system wore laid, but even then a meaningful distinction was made 
between federally-operated and state operated programmes, 
Washington ran such operations as old-age pension insurance 
directly and while it provided funds, the states handled unemploy¬ 
ment insurance and public assistance and welfare programmes. 

Down through the years the whole social security and welfare 
system has expanded enormously. Vast amounts of money are 
contributed by the government in Washington for education, 
training, charity and assistance to poor regions in both cities and 
rural areas, but the states control all programmes, subject to cer¬ 
tain federally established standards. But the disparity between 
what stales could, and would, do for the poor caused problems. 
Because jobs were scarce in the southern part of the United States 
and state governments in the south were less generous in their wel- 


fam prbgramines than states in the north, many blades moved io 
northern cities, where lack of proper education made it difficult for 
them to, find jobs in industry. 

Welfare roll? in the northern cities have grown rapidly — more 
than one million people aie receiving public assistance in New 
York city alone. And, at the same time, tax bases of the dries 
have shrunk as many whites have moved to suburban areas and 
many factories have followed them. What President Nixon wants 
to do is tackle these related problems without destroying the 
traditional separation of powers. 

Under the “New Federalism,” he wants to establish a national 
minimum income for those families that cannot care for themselves, 
no matter in what state they dwell. He wants the federal govern¬ 
ment and the state governments to co-operatc on job training 
programmes to get (hose who can off welfare with eventual control 
of the programmes passing to the states. And at the same time, 
to help states (hat are hard pressed for funds, President Nixon 
wants to turn back some of the revenues received from taxes by the 
federal government to the states for them (o use as they see fit to 
help their people. 


THE BURMESE WAY TO SOCIALISM 

K. K- G. NAMBIAR 


SWEEPING socialist measures introduced by the present 
Burmese government have almost disfigured the face of Burma. 
When Gen. Nc Win staged a bloodless revolution seven years 
ago, though politically Burma was in a turmoil, economically 
it was not far worse off; in any event the present-day pains and 
pangs were absent. Whatever might be the lapses of the U Nu 
regime, it had not introduced measures that could inflict grave 
damage to the economic life of the nation. But under the present 
regime, the Burmese economy has become most “inward-looking.” 

Gen. Ne Win’s “Burmese Way to Socialism” has virtually 
crippled Burma’s economic life. The issue is not whether invest¬ 
ment has fallen, productivity has decreased or growth rate has 
slumped. There simply does not exist a field for people to asso¬ 
ciate themselves with the nation’s economic activities. The 
“Burmese Way to Socialism” not only sapped people’s initiative 
and interest in the nation-building task, but has also denied them 
opportunity to carry on even their trivial independent vocations. 
Regimentation, controls and licences characterise the economic 
thinking and policies of Gen. Ne Win’s regime. 

Doctrinaire Policies 

In his aim of building a “working-people state”, Gen Ne Win 
has surpassed even confirmed Marxists and Maoists by practising 
certain regimented, regulated and doctrinaire economic policies. 
Communist philosophies like manual labour for students, teachers 
and civil servants were introduced. They were also encouraged 
to dig latrine pits, repair muddy public roads and help farmers 
In cultivating their lands. There is of course no objection to 
government’s efforts in trying to instil amongst its people’s ‘do- 
It-yoursclf attitude. But these things essentially reflected an 
obsession with rigid doctrines and extreme sense of nationalism. 

:■ Nc Win government’s ♦•socialism” is akin to communism. 
Agriculture^ industry, distribution, education, uansport, and 

fe ltlll^tion were all nationalised. Cinema houses and even 

taken ovbr by the 


government. By the end of 1966, all private hospitals and 
cduc&tional institutionr. were nationalised. Nationalisation began 
with the purchase of the British shares in the Burma Oil Company 
and the Indo-Burma Petroleum Company Ltd in Januaiy 1963. 
All private banks- 10 Bumic.se owned and 14 foreign—were 
taken over in February 1963. F'amous Indian, Chinese and 
British banks became people’s banks. This was followed by 
demonetisation of currency aimed at breaking the foreign and 
domestic capitalists and feudalists. 

Private Sector Eliminated 

Very recently, Nc Win’s government nationalised as many as 168 
industrial concerns. The take-over covered 60 textile concerns, 
28 in food.stuffs, 23 in chemicals, 16 in metals, nine in engineering 
and two in enamel and ship-building apart from 30 other assorted 
organisations. Private trade in agricultural and garden produce, 
textile and industrial products is prohibited. The Trade Council 
is the sole buyer and seller of these products. Before the govern¬ 
ment took over this trade, it was handled by about tw'O million 
people. The private sector which had played a notable role in 
Burma's economic development has been completely eliminated. 
Those who had sufficient experience in running the trade and 
industry were replaced by inexperienced government officials and 
clerks. Ne Win’s socialism, to a very great extent, meant expro¬ 
priation of businesses run by Indians and Chinese. 

Indiscriminate nationalisation naturally resulted in disruption 
in distribution, and acute shortage of consumer items such as 
cloth, medicine, milk, soap, shoes etc., hit the people badly. Black 
marketing became the order of the day rather than an exception. 
It is said that the intake of essentials by average Burmese families 
is through the black market. Referring to the state of affairs 
prevailing in Rangoon after the government’s take-over of industry 
and trade, a Sew York Times correspondent wrote some time 
back : “A walk through Rangoon’s grim streets with block after 
block of barricaded, closed stores with shelves empty; with side¬ 
walk peddlars offering onlyj tin spoons or plastic soap dishes 
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<rf)ers a heart-rending contrast with flamtxqrant bustle and 
prosperity of Bangkok, Saigon or India's great cities,The 
correspondent continued ; “On the ratios list are rice, fish, salt, 
cooking oil, canned milk, soap, prawns (the most prized delicacy 
in Burma), longyi (men’s shirts) ngapi and nganpyay (women’s 
-wear)and umbrellas. 

What is disquieting is that even after the bitter and painful 
experience of nationalisation, the Nc Win government’s zest for 
it continues to grow. The Marxist style economics being pursued 
by the Ne Win regime is attributed to the advice given to it by 
its economic adviser, U Ba Nycin, who is noted for his Marxist 
leanings. Ba Nycin has justiBed the economic regimentation on 
the ground that it was meant to achieve “economic independence.” 
When a country is poor and desperately needs foreign economic 
^id and investment, it is common with the communists to control 
every bit of economic activity in the name of “economic inde¬ 
pendence.'* A columnist recently remarked, “nationalisation in 
Burma has been carried to its ultimate idiocy”. Besides creating 
scarcity of even essential items and a breakdown in the distribu¬ 
tion sector, nationalisation has made smuggling and black 
marketing a thriving business in Burma. 

The extreme sense of nationalism has also prompted Burma to 
spurn foreign aid when it would have considerably helped to acce¬ 
lerate her economic development. It is said that since 1963, 
Burma has not asked the United States for any new aid and turned 
down offers of aid by Russia in 1967. The Ne Win regime how¬ 
ever had accepted economic and technical aid from Red China. 
In 1964-65, the Chinese drew up an aid project of 400 million 
kyats (Rs 60 crorcs) covering the construction of a bridge over the 
Upper Salmean river and units to manufacture sugar, i;>apcr, 
cement, plyw'ood and textiles. However. China suspended all 
her aid in the middle of J 967 because of the anti-Chinese demonstra¬ 
tion in Burma. Since then, Russia has been trying to fill the 
gap but without success. 

Isolation and Distrust 

The military regime has been following a policy of isolation 
and distrust of others. For instance, when almost all south-east 
Asian countries welcomed the formation of the Asian Deve¬ 
lopment Bank and became its members, Burma alone was conspi¬ 
cuous by its absence. Burma ^jrgued that the ADB will not help 
5®1vo its problems. Because of the distrust of others, foreign 
tourists into Burma arc granted only 24-hour visas. According 
to the Economic Adviser, U Ba Nyein, Burma would rather do 
“without the foreign exchange than have the corruption tourists 
would bring.” This attitude has led to waiters outnumbering 
guests in Rangoon hotels. 

These dogmatic and isolationist policies naturally led to the 
decline in Burma’s industrial and agricultural production. Most 
disquieting has been the fall in the production of rioe, the mainstay 
of the economy. Rice production fell from 8.37 million tons 
in 1964-65 to 7.93 million tons in 1965-66 and to an all-time low 
of 6.53 million tons in 1966-67. Besides the shrinkage in area 
under cultivation which in recent years has been steady, the 
diversion of government loans by the farmers to buy the scarce 
essential needs of life led to the low output of rice. It is also 
said that the farmers could not devote their full time to their 
working since a large part of their time was spent in standing 
before the “people’s shops” to buy their needs. 

The decline in rice production shrank Burma’s exports from 


kyats 108 crores to a bait K33 crorcB in 1966«67, Ml .tp ^ 
slashing of imports by as much as 75 per bent. Hie sttiep ^ in 
imports disrupted the price structure because of the usmity Of 
goods. Between 1961 and 1968, the price of auinr vose4iy 200 
per cent, condensed'milk by 360 per cent, tea by 150 per cent 
and salt by 640 per cent. 

Black Market Rampant 

Because of the go-it-alone policy of the Ne Win government,, 
the foreign exchange scarcity cannot be got over through foreign 
credits and loans. The present shortage of goods, high prices and 
black market will therefore have to continue for quite some time. 
The government has assured the people that as the socialistic 
economic system begins to yield good results, their plight would 
disappear. A solution to the current hardships, however, lies 
in increasing the export of rice which will permit more imports of 
goods. This is not easy because of the fall in rice production 
and increasing internal consumption. Further, Ne Win’s social¬ 
ism does not provide any incentives to farmers to take up intensive 
farming although the government in recent years attached top 
priority to agriculture. How then can the expected plenty and pro¬ 
sperity through increased rice production and exports materialise? 

The plentiful availability of rice, the basic food of the population 
which kept hunger away from the country gave the Ne Win 
government opportunities to experiment with various ideologies 
and dogmas. But with the decrease in rice production and in 
increase in population, the situation is fast changing. The rigours 
of No Win’s “Burmese Way to Socialism” must undergo radical 
changes because a policy which produces infinite trials and tribula¬ 
tions to the people cannot continue. .Socialism everywheie is 
undergoing changes in order to make the instruments of economic 
development more productive, to provide better incentives to those 
engaged in economic transformation and also to harness the 
creative spirit of man for the betterment of the community as a 
whole. The “Burmese Way to Socialism” which ostensibly aims 
at achieving economic prosperity for the masses cannot afford 
to overlook the changing emphasis on socialism. 
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WRITING these lines on the eve of Inde¬ 
pendence Day, I must say that, for the first 
time since August, 1947, 1 am ashamed to call 
myself an Indian. 1 agree that the heavens do 
not come down when ministers are divested of 
their portfolios, banks are nationalised or a 
political party divides or even destroys itself. 
But the death of the Congress party, which now 
seems to be taking place, is occurring in 
circumstances which have conspired to make it 
an almost obscene process. This is not the 
way a political organisation, which was once a 
national movement, should be done to death. 
This vile butchery has brutally exposed the 
extremely low levels to which the morals and 
manners of public life have sunk. 

Let me quote only one fact to show how 
rotten things have come to be in the stale of 
Denmark. An anonymous pamphlet, levelling 
the most scurrilous accusations against the 
official Congress candidate for President, found 
its way into the Central Hall of Parliament on 
the morning of Wednesday, the 13th. Predic¬ 
tably, this filthy publication was attributed to 
communist sources, but it is clear that there 
were quite a few among Cfongressmcn who were 
finding it difficult to hide (heir glee over the 
perpetration of this scandal sheet. Whoever 
is for arc) responsible for this atrocious viola¬ 
tion of the norms of party politics cannot sure¬ 
ly have an easy conscience on Independence 
Day. 

* * 

In the midst of all the vulgarity of the fac¬ 
tional strife which has been raging in the Con¬ 
gress party, two Congress leaders have emerg¬ 
ed not only without damage to their name or 
record but with a heightened claim to the admi¬ 
ration and respect of the public. One of them 
is Mr Nijalingappa and the other is Mr 
Morarji Desai. The Congress president, 
indeed, has risen to heroic heights in upholding 
the principle of the unity of the party and the 
right of the parly to have the first claim on the 
political loyalties of its members. Mr Nija- 
iiogappa, whoso health has not been too good 
lately, has had to stand up to tremendous 
physical and mental strains, but his ordeal only 
seems to have stimulated him to draw on his 
reserves of character and temperament which 
have helped him to maintain a stance of digni¬ 
fied firmness in the face of provocations of many 
kinds. It must, indeed, be an unusual expe¬ 
rience for the head of a party organisation to 
have been abruptly faced with a charge of 
having compromise the principles or political 
fortunes of his party by secretly conspiring with 
other political groups. Even this onslaught, 
hovyevor, has not succeeded in making Mr 


Nijalingappa lose his cool. Throughout this 
hectic week, he has net merely been correct 
in his behaviour, but has firequenlly gone out 
of his way to show consideration or courtesy in 
return for studied oflensiveness. 

As for Mr Morarji Desai, his interview with 
The Statesman which was published in the 
issue of that paper dated August 14, 1969— 
as well as his statements on the presidential 
poll-has confirmed his stature as a knight 
without fear or reproach. In a situation in 
which it should have been easy for him to \ield 
to the temptation of indulging in self-righteous¬ 
ness or dwelling on his own grievances, he chose 
to discuss, in a dignified and dispassionate man¬ 
ner, the larger issues of good government, poli¬ 
tical stability and public morality. What struck 
me most here was that there was no trace of 
rancour in Mr Desai's observations relating to 
current developments, some of which have been 
so disagreeable to him personally. This is 
not the first time that Mr Desai is politically 
down and once again he has shown that, in 
his case, the compulsions of political success, 
or even survival, cannot overcome loyalty to 
certain principles of personal or political 
conduct. 


Hxpressive of the public ridicule which the 
Prime Minister has lately been attracting to 
herself is the following story which is doing 
the rounds in the capital. It appears that 
about 20 people, agitated over what they believ¬ 
ed to be police inaction or w'orse in connection 
with the death under suspicious circumstances 
of a young bride in the old city, went to the 
Prime Minister’s residenre one day last week 
to plead with her to intervene and order proper 
investigation of the case. It is alleged that the 
Prime Minister, who came out to meet this 
group, did not even pause to ask what had 
brought it there or gi\c a chance to these 
people to inlorm her of the purpose of their 
visit, but promptly proceeded to thank them 
effusively for having taken the trouble of meet¬ 
ing her to express their gratitude for the 
nationalisation of banking. Mrs Indira Gandhi, 
It is said, added that she hoped that she would 
continue to receive Ihc support of people, 
such as these visitors, lor her .social and econo¬ 
mic policies and, then, without waiting to hear 
what they had to say, left the place. The be¬ 
wildered men and women, who had gone to 
seek redress of a personal grievance, had to go 
away with nothing to show for their pains ex¬ 
cept the vicarious priMicge of being counted 
among the 95 per cent of the Indian people 
who are supposed to be with Mrs Gandhi in 
her current crusade. This anecdote may be 


apocryphal, but even if it may not be true, 
it clearly deserves to be. 

• « 

A news agency (UNI) report published in the 
press some time ago gave some interesting 
information about the annuity policies which 
the late President Zakir Husain took from the 
Lie in favour of his wife five years before his 
death or subsequently. The first of these 
policies was issued in December, 1964, when Dr 
Zakir Husain was Vice-President and three 
more in 1967 when he was President. He died 
in May this year. The report underlines the 
point that Dr Zakir Husain—good soul that 
he was—insisted on there being no waiving 
of rules in his case or any special treatment 
or consideration being shown to him. May 
wc know to what extent the LIC really honour¬ 
ed this injunction? In particular, was due notice 
taken of Dr Zakir Husain’s age or condition 
of health, especially when the 1967 annuity 
policies were issued*^ 

I submit that these particulars should be 
of public interest since other old men in similar 
medical circumstances would certainly find to 
their advantage to know how LIC deals with 
its policy-holders, be they presidents or bo 
they p>easaiits. 


The UNI report referred to above also quotes 
a senior LIC official as pointing proudly to the 
promptness with which the claims arising out 
of the late Dr Zakir Husain’s annuity policies 
were settled in favour of Begum Shahjahan. 
This ought certainly to help in brightening up 
the image g|f the LIC. That this gloss is need¬ 
ed is obvious enough from the fact that the 
Lie’s general record in settling claims has been 
such as to compel its policy-holders to worry 
themsches into an early gmve. It may be 
noted here that the percentage of outstanding 
claims to claims intimated in the year has 
shown little improvement over a period. It is 
particularly lamentable that the percentage 
should be as high as 8t.H in the case of 
death claims as at the end of the financial year 
1967-68. But then everybody cannot be the 
President of India - as Mr V. V. Girl is perhaps 
about to discover. 


The following headline in a recent issue of 
T/re Hindustan Times, 1 confess, misled me for 
a moment: “Reality gets warped with fickle 
woman”. I thought that this referred to the 
political situation. It did not. What followed 
the headline was a review of a play. 
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Trade Winds 


FRANC DEVALt ATFON AFTERMATH 

THE French government has planned to 
introduce long-term economic changes fol¬ 
lowing the devaluation of the franc. The 
government raised its discount rate for 
exports from three to four per cent for 
ine^iium-term deals and five to seven per 
cent for short-term tiansactions. It has 
clamped a sharp price freeze lasting till 
September 15 to avoid price rises. The 
French government is duo to consider post¬ 
devaluation steps on August 28. The 14 
fomTor French colonies in Africa have also 
devalued their currencies which are pegged 
to the French franc. 

The Government of France has proposed 
and the International Monetary Fund has 
concurred in a change in the par value of 
the French franc to be effective from August 
10, 1969. The new par value is 5.55419 
French francs per US dollar. The previous 
par value was 4.93706 French francs per 
US dollar. Expressed in terms of gold 
and in terms of the US dollar of the weight 
and fineness in effect on July 1, 1944, the 
new par value of the French franc is . 
0.160000 grams of. fine gold per French 
franc. 194.397 French francs per troy ounce 
of fine gold, and 18.0044 US cents per 
French franc. Corresponding changes have 
been made in the par values of the separate 
currencies in France’s non-metropolitan 
territories with the exception of the par 
values for the currency which circulates in 
the territory of Afars and Issas and the 
French currency of the condominium of the 
New Hebrides. 

ASSENT FOR BANK BILL 

The Acting President gave his assent on 
August 9, 1969, to the Banking Companies 
(Acquisition and Transfer of Undertakings) 
Bill. 1969. 

BANK OF BARODA BRANCH 

The 400th branch of Bank of Baroda at 
Sakinaka, Bombay, was inaugurated on 
July 30, 1969, by Mr S. K. Wankhedo, 
the Minister for Finance, Government of 
Maharashtra. Mr M. G. Parikh, Custodian, 
Bank of Baroda and Mr V, D, Thakkar, 


its Joint General Manager, attended the 
function. 

Bank of Baroda has formulated various 
schemes for assisting small borrowers such 
as artisans, other professionals, retailers, 
small businessmen, transpoit operators, 
medical practitioners, craftsmen and fresh 
engineers' for meeting their credit require¬ 
ments. These are in addition to its vari¬ 
ous schemes for financing small industries 
and agriculturists. Loans under the per¬ 
sonal Joan schemes are extended to busi¬ 
nessmen and piofcssionals such as doctors 
and architects. 

FIFTH FINANCE COMMISSION 

The textile industry circles appear per¬ 
turbed by press reports that the Fifth 
Finance Commission has recommended 
replacement of additional excise duty by 
sales tax. Sugar, tobacco and textiles are 
the three commodities in respect of which 
sales tax was replaced by additional excise 
duty in Elecembcr, 1957, as a result of a 
unanimous decision to that effect taken a 
year earlier by the National Development 
Council. The matter was subsequently 
considered by all state governments which 
also agreed with this proposal, 

EXPORT OF WIRE ROPE 

J. K. Steel ajnd Industries Ltd has got an 
American order for steel wire ropes. A 
consignment of 110 bundles of steel wire 
ropes was shipped recently on a chartered 
vessel of the Shipping Corporation of India. 
The shipment is considered to be a fore¬ 
runner to more exports as it is considered a 
breakthrough of this commodity in the 
American market despite severe com¬ 
petition tYom other industrialised coun¬ 
tries. 

STATE LOANS 

Fifteen states have announced the 
floatation of 5.75 per cent loans for 
a total value of Rs 155 crores. All 
loans will open for subscriptions 
on Monday, September 1, 1969, and 

close on Saturday, September 6, 1969, 
or carliei without notice as soon as subs¬ 
criptions approxitfiate to the amount of 
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each issue. All the state govemmeuts rer 
serve their right to retain subscriptions up 
to 10 per cent in excess of . the notifled 
amounts. The loans will be redeemable at 
par after 12 years, i.e., on September 1, 
1981, and interest will be paid half-yearly 
on March 1, and September 1, each year. 
Interest in respect of all loans will be liable 
to lax under the Income-tax Act, 1961. 
Details of the loans have already been pub¬ 
lished on page 320 of Eastern Economist 
dated August 15, 1969. 

BRITAIN’S TRADE DEFICIT 

Britain’s trade deficit in July jumped by 
£37 million, the UK government announ¬ 
ced recently. The biggest factor producing 
this decline was a £ 24 million drop in ex¬ 
ports and re-exports. These were worth 
£596 million compared with the all-time 
record of £620 million in June. The im¬ 
port bill was, however, slashed by £ 13 
million from June’s record of £699 million 
down to £ 686 million. After taking into 
account the value of invisible trade such as 
insurance and shipping, the July account 
ended with a deficit of £ 37 million as com¬ 
pared with £ 25 million in Juno and £ 14 
million in May. The new increased 
deficit does not radically alter the 
average monthly loss of £ 36 million for 
the first six months of the year. 

KEROSENE FROM RUSSIA 

Dr Triguna Sen, Minister for Petroleum 
and Chemicals, stated recently that the 
USSR had agreed to supply 50,000 tonnes 
of kerosene during the current year and 
promised to do its best to supply another 
40,000 tonnes. He said that the Soviet 
Union could not accommodate in fdll 
India’s demand made in June 1969 for 
250,000 tonnes of kerosene as it was al¬ 
ready committed to the export of its surplus 
products during 1969. Dr Sen said that the 
USSR had already met the commitment of 
supplying 270,000 tonnes of kerosene dur¬ 
ing 1969 and in February 1969 it made 
a supplemental agreement for the supply 
of 90,000 tonnes. 

CABLE PROJECT IN KUWAIT 

India and Czechoslovakia are likely to 
set up jointly a cable factory in Kuwait. 
A proposal for such a project on a turn-key 
basis has been initiated by a consortium of 
cable manufacturers of this country. At the 
recent talks to promote industrial and 
technical co-operation between the two 
countries, the possibilities of In4o«CsDech , 



colUbacati^n^ for \ip jc^Aistrift} yen*, 
turet In third cbunt^, particularly the 
(»ble prdjectf were discussed. At the 
talks, the possibility of Czech credit was 
also explored. The government has there¬ 
upon taken a decision to use Czech credit 
to the extent of Rs 1.15 crores for the 
import of a 2,500-tonno forging press. 

WORLD BANK INTEREST RATE 

The World Bank announced on August 
12 that the substantial increase in the cost 
of money had forced it to raise its lending 
rate to a new peak of seven per cent fioni 
the 6.5 pea cent set a year ago. 

BALANCE OF TRADE 

For the second time during the current 
financial year (1969-70), this country has 
had a favourable trade balance in June. 
Exports including re-exports amounted 
to Rs 113.9 crores and import Rs 111.4 
crores, recording a favourable trade balance 
of Rs 2.5 crores. Exports in April this 
year had exceeded imports by Rs 7.6 crores. 
The figures for the first quarter of the cur¬ 
rent financial year (April-Junc) are as 
follows: Exports (including re-exports), 
Rs 348.85 crores during April-Junc 1969, 
as against Rs 312.16 crores during April- 
Junc 1968. Imports, Rs 353.79 crores as 
against Rs 541.86 crores. Balance of trade 
was deficit to the extent of Rs 4.94 crores 
during this quarter as against a deficit of 
Rs 229,70 crores during the same period a 
year before. 

SOYABEAN OIL FROM U S A. 

This country will be shortly importing 
30,000 tonnes of soyabean oil from the 
United States. Availability of soyabean oil 
has been helping in the stabilisation of 
vanaspali and edible oil prices. The supply 
of 30»(X)0 tonnes, which is being immediate¬ 
ly arranged is an advance instalment of a 
total of 100,(X)0 tonnes for which negotia¬ 
tions are progressing satisfactorily. 

COTTON CROP 

According to present indications the 
cotton crop area is slightly more than last 
year, a spokesman of the Cotton Develop¬ 
ment Office stated in Bombay recently. In 
Putyab, Gujarat and Maharashtra, which 
grow about 60 per cent of the crop, there 
1$ a marginal increase of three to five per 
cent* chiefly due to the prcvalancc of favour¬ 
able prices for cotton last year. The crop 
condition in most of the states was quite 
satisfactory. The current year’s targeted 



fully achieved if seasonal qonditiens remain- 
normal, according to the spokesman. 

FINAL ESTIMATE OF SUGARCANE 

According to the Directorate of Econo¬ 
mics and Statistics. Ministry of Food, 
Agriculture, Community Devefopment and 
Co-operation, the all-India final estimate of 
sugarcane in 1968-69, puts the current year’s 
area at 2,460,700 hectares and production 
at 117.57 million tonnes in terms of cane 
and 12 million tonnes in terms of gur. This 
.shows an increase of 414,200 hectares or 
20.2 per cent in area and in production of 
22.07 million tonnes or 23.1 per cent in 
terms of cane, and 2.22 million tonnes or 
22.7 per cent in terms of gur during 1968-69 
over the previous year’s partially revised 
estimates. The increase in area during the 
current year has been reported by all sugar¬ 
cane growing states except Tamil Nadu and 
Kerala. The bulk of increase has occurred 
in Uttar Pradesh. The increase in produc¬ 
tion has also been reported by almost all 
the important sugaicane growing states 
(except Tamil Nadu and Rajasthan) due to 
increase in area and favourable seasonal 
conditions during the growing period of 
the crop. 

DRY LAND FARMING 

A world conference to examine methods 
of lifting crop yields in areas with an ave¬ 
rage annual rainfall of only 25-50 ems com¬ 
menced on August 11, in the United States. 
The conference, sponsored by farm equip¬ 
ment producer, Deere & Company, as a 
contribution to the Food and Agriculture 
Organisation’s Freedom From Hunger 
Campaign, lasted till August 16. Beginning 
at Deere headquarters in Moline, Illinois, 
it proposed to go on to field demonstrations 
on farms in the Great Falls area of Mon¬ 
tana. Over 150 delegates from more than 
30 countries, including our country partici¬ 
pated. Deere & C ompany is repicsentcd 
in this country by Tractor & Equipment 
Corporation limited. Tractors (India) 
Limited, Willcox Buckwcll India Limited 
and Larsen Sc Touhro Limited. 

CLASSIFICATION OF HOTELS 

The classification of hotels, based on 
internationally accepted standard by allo¬ 
cation of a star category, has been revised 
as a result of a study undertaken by Hotel 
Review and Survey Committee. In order 
to ensure requisite standards a stricter 
assessment has been exercised in classifica- 
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tion. Out of the 166 hotels upprovcd^, 
eight hotels have been put in tht Rve-star 
category, 13 in the four-star category and 
the rest in the three, two and ohe-star 
categories, The hotels classified In the 
five-star category are: Taj Mahal, Bombay; 
Oberoi Intercontinental, New Delhi; Sun- 
N-Sand. Bombay; Clarks Shiraz, Agra; 
Ashoka, New Delhi; Lake Palace, Udaipur; 
Oberoi Palace, Srinagar; and Ram Bagh 
Palace. Jaipur. The committee’s recom¬ 
mendations regarding one, two and three- 
star categories have been accepted. The 
recommendations of the committee, to 
raise the Hotel Development Loan Fund 
from Rs 5 crores to Rs 10 crores has been 
accepted in principle, subject to the avail¬ 
ability of resources. Legislation will be 
introduced to maintain ceiling for hotel 
rates and general hotel standards. 

TWA MISSION IN ASIA 

Thirty US businessmen from 13 US 
states will fly around the world in Septem¬ 
ber on a trans World Airlines sponsored 
Trade Mission to four countries in Asia. 
The three-week trip to Bombay, Bangkok, 
Hongkong and Taipei has been developed 
by TWA MARKETAIR—the name for 
TWA’s cargo ot>craiions-~with the co¬ 
operation of the US Commerce Depart¬ 
ment’s Trade Mission Division. In addi¬ 
tion to intioducing US products to a rapid¬ 
ly growing market, stated Mr Charles C. 
Tillinghast Jr., Chairman and Chief Exe¬ 
cutive Officer of TWA, the mission also 
will stimulate international trade and help 
improve the US balance of payments posi¬ 
tion. The US businessmen will stay in 
Athens on September 5. On September 7 
they will arrive in Bombay, on September 
10 in Bangkok. September 15 in Hong 
Kong and September 19 in Taipcih. On 
September 23 the mission will return to the 
United States on a s|x:cial inaugural flight, 
commemorating the recent start of the service 
across the Pacific and around-the-world 
by TWA. The members represent seven 
product lines : electronic data processing, 
food processing, plastic fabricating, packag¬ 
ing. agri-business, machine tool, metalwork¬ 
ing and testing measurement and control 
equipment. 

H.E.C. T.OSSES 

Mr C. M. Poonacha, Minister for Steel 
and Heavy Engineering, stated recently 
that the Heavy Engineering Corporation. 
Ranchi, sustained a loss of Rs 17.60 
crores in 1968-69. The loss in the earlier 
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years was Rs 1.50 croros In 1964-65, Rs 
1.87 croros in 1965-66, Rs 6.23 crorcs in 

1966- 67 and Rs 16.47-crores in 1967-68. 
He added that the production in the heavy 
engineering plant during 1968-69 was 
23,849 tonnes against the taiget of 30,000 
tonnes, and in the foundry forge plant 
16,641 tonnes against the target of 21,650 
tonnes. The heavy machine tools plant 
turned out during that year eight machines 
against the target of 43. 

BHARAT ELECTRONICS 

Bharat Electronics Limited propose.^ to 
take up the manufacture of 17 indigenously- 
developed new electronics designs such as 
X-ray tubes dm ing this year, Mr M. Govind 
Reddy, Chairman of the BEL, revealed 
recently. Of the 40 major electronics 
equipment manufactured by the BEL dur¬ 
ing 1968-69 at a total cost of Rs 16 crores. 
10 equipment costing Rs 1.30 crores were 
wholly indigenously manufactured ones, he 
stated. Mr Reddy added that the BEL 
had earned Rs 48 crores in foreign exchange 
since its inception in 1954. Its exports dur¬ 
ing last year totalled Rs 5 crorcs and were 
expected to go up further this year. 

HINDUSTAN CABI.ES 

The Hindustan Cables Limited has re¬ 
corded cicditablc progress during the year 
1968-69. Production of dry core city tele¬ 
phone cables was 22 per cent higher than in 

1967- 68 and of plastic cables 52 per cent 

higher. The company also earned a peak 
gross profit of Rs 129.53 lakhs. 

The company’s expansion schemes 

have been progressing satisfactorily. 

The project for manufacture of 

typc-174B coaxial cables had been complet¬ 
ed and the plant commissioned for normal 
production in April 1969. The project for 
aluminium sheathed cables is nearing 
completion. Schemes tor the expansion of 
capacity at Rupnarainpui from 3,20() kms 
to 8,000 kms for dry core cables and for 
copper coated steel wire are progress¬ 
ing steadily. 

AWARDS TO INVENTORS 

Fifteen inventors were selected for 
Independence Day Awards. The Awards 
have been announced by the Inventions 
Promotion Board, New Delhi. The board 
gives awards twice a year—on Republic 
Day and Independence Day—to artisans, 
technicians, scientists, engineers, technolo¬ 
gists and individuals for outstanding inven- 
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lions! These awards range from Rs 500 to 
Rs 10,000 in the form of cash. 

ROUND BARS TO LEBANON 

Karnatak Exports Ltd has booked an 
export order of 5,000 tons of round bars 
valued at Rs 45 lakhs from the Lebanon. 
A representative of the firm is also visiting 
Damascus and Kuwait to finalise similar 
deals for the export of various items from 
this country worth about Rs 1.5 crorcs. 

NEW KILN FOR LIMESTONE 

The design of a kiln, which is amenable to 
better control and has high thermal effi¬ 
ciency, has been developed at the Central 
Building Research Institute, Roorkee. It 
has been successfully used for burning 
magnesian and dolomitic limes at stipulated 
temperature. It has also been found suitable 
for burning high calcium limes and chemical 
grade lime. The new kiln eliminates the 
disadvantages of the country-type rec¬ 
tangular “bhattis” in which heat is also not 
of uniform quality, being over-burnt and 
under-burnt. Moreover, they cannot be 


used for burning uncto stricter control 
as is necessary for stones, 

SHORTFALL OF METALS IN 1973-74 

* The Government of India is taking 
steps to attain self-sufficiency in alumini¬ 
um by 1973-74. Measures are also under 
way to step up the production of special 
steel (particularly free-cutting steel) ade¬ 
quately to meet the demand by the end of 
the fourth Plan. The production of copper 
in 1973-74 is likely to fall short of the 
demand by 74,000 tonnes against 75,300 
tonnes during the current financial year 
and that of zinc by'66,000 tonnes compared 
with 64,800 tonnes. The production of lead 
in 1973-74 would be 92,000 tonnes less than 
the demand against 64,550 tonnes in 1968- 
69. The shortfall in tin is likely to be 
8,000 tonnes compared with 5,500 tonnes, 
and that in nickel 6,000 tonnes against 4,000 
tonnes. The government is taking eveiy 
possible step to increase the indigenous pro¬ 
duction of dilTerent non-ferrous metals and 
to intensify the search for non-ferrous mine¬ 
ral ores within the country. 
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Company Affairs 


JlYiiJEERAO COTTON 

THE Jiy^joerao Colton Mills Ltd has 
recorded encouraging results for the 
year ended March 31, 1969. Sales have 
gone up from Rs 21.66 crorcs to Rs 24.59 
crores, gross profit from Rs 2.04 crorcs to 
Rs 2.72 crorcs and net profit from Rs 28.75 
lakhs to Rs 72.04 lakhs. The directors 
propose to raise the equity dividend from 
nine per cent to 12,50 per cent. Some 
of the provisions include: depreciation 
Rs 104.30 lakhs, development rebate 
reserve Rs 12.24 lakhs, managing agents’ 
remuneration Rs 9.37 lakhs and taxation 
Rs 73.75 lakhs. With the commissioning 
of new machinery and all-round economies 
that are being effected for controlling costs, 
the textile division is expected to show 
further progress this year. Production is 
being oriented progressively to sophisticated 
varieties and consideration is being given 
to start the manufacture of blended fabrics. 
The working of the company’s chemical 
division at Porbundar has shown consi¬ 
derable improvement. Production of soda 
ash has increased by about 20 per cent, of 
caustic soda by six cent and of refined 
sodium bicarbonate by 36 per cent during 
the year. With normal weather conditions 
during the season, an increa.sed output 
from all the salt works of the company is 
expected this year. 

INDIAN IRON 

The Indian Iron and Steel Co. Ltd has 
come back to the dividend list, it has 
announced a distribution of 50 paisc per 
equity share for the year ended March 31, 
1969, to be paid out of reserves. The 
company skipped the ^dividend for the 
previous year, while it paid 85 paise per 
share for 1967. The net profit of the 
company amounts to Rs 17.55 lakhs 
after providing Rs 4.65 crorcs for 
depreciation, Rs 54 lakhs for taxation and 
Rs 2.31 crores by way of net transfer to 
appropriation reserve. The net profit 
will cover the preference dividends. 

HINDUSTAN LEVER 

The directors of Hindustan Lever Limi¬ 
ted Have that during the fiist 


half of 1969 the company recorded a turn¬ 
over of Rs 54.07 crores as against Rs 46.72 
crorcs during the same period last year. 
Profits before taxation was around R$ 3.21 
crorcs as against Rs 3.29 crores during the 
same period. An important feature of 
the first half-year has been, the directors 
slate, the increase in raw material prices. 
Despite some increase in selling prices, 
which is largely responsible for the in¬ 
creased sales turnover, profit margins were 
lower. The net results, however, ate 
slightly better because capital expenditure 
on scientific research was lower than last 
year. Against Rs 35 lakhs of exports 
during the first half of 1968, exports for 
the half-year amounted to Rs 1.12 crores. 

STATE BANK 

The directors of Slate Bank of India 
have maintained interim dividend at the 
rale of Rs 10 per share for the current 
year ending December 31, 1969. The bank 
paid a final dividend of Rs 13 per share for 
1968, making a total of Rs 23 per share for 
the year. 

SWADESHI COTTON 

The working of Swadeshi Cotton Mills 
Co. Ltd, Kanpur, during 1968 has resulted 
in a lower net profit of Rs 40.11 lakhs 
compared with Rs 44.71 lakhs in the 
previous year. Sales turnover has risen 
to Rs 19.10 crorcs from Rs 18.6! crores. 
Allocations include: depreciation Rs 26.41 
lakhs, development rebate reserve Rs 3 
lakhs and taxation Rs 30 lakhs. The 
directors have transferred Rs 44.05 lakhs 
to general reserve. Tliey have proposed 
?. dividend of five per cent on equity shares 
and preferred equity shares. These will 
be paid fioni general reserve. Total 
dividends will absorb Rs 20.74 lakhs. 
The working of the Kanpur unit improved 
during the year. The company has already 
placed ord^ for high production combers, 
which will improve the quality of the goods 
and increase profitability. The working 
of the Naini mills has suffered a setback 
due to the increase in the ptices of staple 
fibre and cotton and other costs. The 
working of the Udaipur mills has shown 
improvement- The company has received a 
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letter of intebt for setting up a new 
lishment for the mafiufacture of polyester 
fibre with an annua! capacity of 6,t(X> 
tonnes. The directors arc taking steps to 
implement the project by promoting a 
separate company and the factory is pro¬ 
posed to be set up in a backward region 
of Uttar Pradesh. 

BOMBAY DYEING 

Bombay Dyeing and Mfg Co. Ltd 
proposes to maintain its intciim dividend 
for the current year at one rupee per share. 

MAFATLAL FINE 

The directors of the Mafatlal Fine Spin¬ 
ning and Manufacturing Co Ltd have 
reported that production in the flucHne 
chemical plants for the manufacture of 
hydrofluoric acid, sodium fluoride, synthe¬ 
tic strylitc and aluminium fluoride was 
maintained satisfactorily. However, pro¬ 
duction had to be stopped for nearly 
three months for want of basic raw material, 
acid grade fiuorospar. In the current year, 
however, the company is in a position to 
get additional import licences, which will 
enable it to procure more raw material and 
manufacture and soil those products at a 
satisfactory level. The company started dur¬ 
ing the year the manufacture of fluorocar¬ 
bon gases required for refrigeration, aero¬ 
sols and air-conditioning industries. Full 
production could not be achieved in view 
of the large stocks of imported gases with 
actual users. With the recent partial ban 
on imports of these items, production and 
sales of fluorocarbon gases are expected 
to increase substantially. In the company’s 
textile division production and sales were 
higher, but the increase in profits was not 
commensurate with the increase in pro¬ 
duction and sales owing to rising costs 
and unremunerative prices. The company 
has placed orders for machinery and equip¬ 
ment worth Rs 22.38 lakhs for the textile 
units and Rs 36,340 for the chemical 
division. 

CALICO MILLS 

The directors of the Calico Mills in their 
report for the year ended on March 31, 
1969, stated that the company’s textiles, 
plastics and synthetic fibres division and 
also subsidiary companies have made 
satisfactory progress during the year 
under review. Moreover, the company has 
placed orders for a caustic soda and chio* 
rine plant, with a capacity of 16,500 tonnes, 
as a part of the naphtha-based PVC expan¬ 
sion programme. The company has also* 
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placed orders for a polymerrsation plant 
with a capacity of 13,000 tonnes. A scheme 
for the 6,100-tonnc polyester fibre plant 
was under the last stage of government 
sanction. 

It has been decided to merge 
in the company the Kalol Mills 
Limited, a fiiily-owned subsidiary 
company of Calico Mills. The merger 
scheme is proposed to be placed 
before the shareholders at the forthcoming 
annual genetal meeting. The directors 
have suggested an alternate arrangement 
to continue the present policies of the 
company and also for the future expansion 
in view of the termination of the managing 
agency system from April, 1970. These 
recommendations will be placed before the 
shareholders for theii approval at the 
annual general meeting. The company has 
decided to increase its authorised equity 
capital from Rs 5 crorcs to Rs 6.25 crorcs. 
The company’s exports have risen by about 
23 per cent at Rs 3.25 crores during the 
year under review. 

METTUR CHEMICAL 

Mettur Chemical and Industrial Corpora¬ 
tion Ltd, after skipping dividend for the 
last two years in succession, has proposed 
tho payment of dividend of four per cent 
taxable for the year ended March 31, 1969. 
The gross profit for the year has increased 
fromRs 56.62 lakhs in the previous year 
to Rs 78.85 lakhs. After pioviding Rs 
58.57 lakhs for depreciation and Rs 
30,000 for managing agents’ remuneration 
the net profit is higher at Rs. 19.98 lakhs. 
The net profit is supplemented with Rs 2.70 
lakhs withdrawn from the development 
rebate reserve and Rs 1.47 lakhs being 
amount receivable on tax credit certificate. 
Ex-gratia payment to workers in respect 
of year ended March 1967 comes to Rs 
1.67 lakhs and balance of bonus payment 
for 1967-68 toRs 3.95 lakhs. The company 
has also made donations of Rs 10,500. 
Production of caustic soda was slightly 
higher at 32,080 tonnes against 31,006 
tonnes. Chlorine utilisation was higher 
at 22,961 tonnes against 20,648 tonnes. 
The output of bleaching powder was also 
higher at 5,585 tonnes. 

INDO-SWEDISH PIPE 

Indo-Swedish Pipe Manufacturers Ltd 
proposes to issue for public subscription 
10,COO (9.5 per cent) cumulative redeem¬ 
able preference shares of Rs 100 each at 
par. The subscription list will open on 
August 24 and close on September 2 or 


earlier but not before August 28. The 
entire public issue has been underwritten. 
Incorporated in March, 1962, tho company 
has an authorised capital of one git>rc 
rupees comprising 75,000 equity shares of 
Rs 100 each (Rs 75 lakhs) and 25,000 
preference shares of Rs 100 each (Rs 25 
lakhs). The issued and subscribed capital 
is Rs 35 lakhs in equity shares and the paid- 
up capital is Rs 34.61 lakhs. The com¬ 
pany’s plant at Nawalgaiu, Agra, has been 
in production since November 1966. The 
proceeds of the present issue will bo utilised 
for meeting the cost of rationalisation, addi¬ 
tions to the plant and additional working 
capital. A modern foundiy is being in¬ 
stalled to manufacture pipe fittings to cater 
to the increasing demand for these pro¬ 
ducts. 

HINDUSTAN SANITARYWARE 

Hindustan Sanitaryware and Industries 
Ltd has earned a lower net profit of Rs 
11.49 lakhs during the year ended March 
31, 1969, compared with Rs 13.37 lakhs in 
the previous year, after providing Rs 7.63 
lakhs for depreciation, Rs 22,000 for de¬ 
velopment rebate reserve and Rs 11.50 
lakhs for taxation. After transferring Rs 
6.77 lakhs from general reserve, the amount 
available for disposal is Rs 18.27 lakhs. 
The equity dividend has been maintained 
at 10 per cent which will absorb Rs 4.99 
lakhs. Sales have been higher at Rs 1.14 
crorcs. With the increased output from 
the new kiln nearing completion, the com¬ 
pany hopes to achieve its licensed capacity 
of 5,400 tonnes per annum. Though subs¬ 
tantial increase in the production cannot 
be expected in the current year, the increase 
in demand will be met from tho existing 
capacity. The directors expect some im¬ 
provement in the current year’s working. 

ASIAN ELECTRONICS 

Asian Electronics Ltd has proposed a 
bonus equity issue in the ratio of one share 
for every five shares held besides maintain¬ 
ing its equity dividend for the year ended 
March 31, 1969, at Rs 10 per share. A 
sizable portion of the proposed dividend 
will be free of tax In the hands of share¬ 
holders. The company paid its maiden 
dividend in the first year of its working and 
has now recorded favourable results during 
its third year of operations. Its gross pro¬ 
fit has increased from Rs 16.30 lakhs to 
Rs 24.03 lakhs in line with the rise in sates 
from Rs 39.91 lakbs to Rs 60.42 lakhs. 
Of the gross profit, depreciation claims Rs 
5.90 lakhs, development rebate reserve 
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Rs 1.58 lakhs and taxatlpn Rs 7.25 lakhs. 
The net profit amounts to Rs. 9.30 lakhs 
against Rs 5.86 lakhs. The proposed 
dividend will be paid out of general reserve. 
The proposed bonus issue will be made by 
capitalising a sum of Rs 6 lakhs out of 
general reserve. The expansion programme 
involving a total capital outlay of Rs 
30 lakhs aims at doubling the company’s 
production of capacitors to 24 million 
pieces a year and raising the capacity in 
respect of resistors from 30 million to 100 
million pieces a year. The company plans 
to increase substantially the capacity for 
wire-wound resistors and other products 
too. The expansion, which will t>e finan¬ 
ced principally from internal resource.^, will 
bo completed within two years. It will 
raise the company’s annual turnover to 
over a crore of rupees. The company's 
performance for 1968-69 followed a sub¬ 
stantial increase in its production. 

POLYDOR OF INDIA 

A new gramophone record manufactur¬ 
ing unit, Polydor of India Ltd will soon be 
set up in Bombay in collaboration with 
the German firm, Deutsche Gramophon. 
Mr Shashi Patel of Film Centre and* Patel 
India Private Ltd., will be the managing 
director of the Indian company. The terms 
of collaboration cover import of machinery, 
technical personnel and know-how. The 
unit also expects to export its products to 
West Asia and other neighbouring coun¬ 
tries. 

GENERAL PAPERS 

The pre-tax profit of General 
Papers Ltd for the year ended 
March 31, 1969. is Rs 1.07 lakhs 
compared with Rs 1.02 lakhs earned 
in the previous year, after providing Rs 
5,322 for depreciation. The directors have 
transferred Rs 7,500 from the general re¬ 
serve and with other sundry amounts written 
back, the amount available for appropria¬ 
tion comes to Rs 1.17 lakhs. The pro¬ 
vision for taxation comes to Rs 60,(X)0. 
The dividend, which is proposed to be 
maintained at 7.5 per cent. suli^ect to tax, 
absorbs Rs 56,250. During the year, the 
report states, tho improvement in trading 
conditions, which was in Svidenoe at the 
beginning of the year, continued. 

LICENCES « LETTERS OF INTENT 

The following licences and letters of 
intent were issued under the Industries 
(Development end R^ulation) Act, 1951, 
during tiM week ended May 3,19^. The 
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list contains the names and addresses of 
the licensees, articles of manufacture, 
types of licences — New Undertaking 
(NU); New Article (NA); Substantial 
Expansion (SE); Carry on Business 
(COB); Shifting — and annual installed 
capacity. 

UCENCES ISSUED 
Non-ferrous Industries 
M/s Saru Smelting Sc Refining Corpn. 
(P) Ltd., Sardana Road, Meerut (UP) — 
nickel and nickel silver strips^rods and 
wires— 300 tonnes on the basis of maxi¬ 
mum plant utilisation (NA). 

Textiles 

M/s Gourepere Co. Ltd ; 2, Fairlie Place, 
Calcutta-1. (West Bengal)— jute carpel 
backing doth—100 broadlooms to produce 
5,080 tonnes of carpet backing cloth (SE). 

LETTERS OF INTENT 
Ferrous Industries 

M/s Electrolytic Tinplates (P) Ltd., 
Argyle Road, Bombay. (Maharashtra)— 
tin froe-slcel—10,000 tonnes under the 
brand name (HT-TPO) (NA). 

Electrical Equipment 
Shri P.K. Poddar, 18^, Rabindra Sarani, 
Calcutta-1. (Haryana) — dry cells —60 
million nos. (NU); M/s Jairamdas Udyog 
(P; Ltd., 3548, Chawri Bazar, Dclhi-6, 
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(UP) —dry cells —60 million nos (NU); 
M's Electric Lamp Mfrs. <[ndia) Pvt. 
Ltd; 7, Justice Chandra Madhab Road. 
Calcutta-20. (West Bengal) — caps for 
fluorescent lamps — 7.5 million nos. 
(SE). 

Industrial Machinery 

M/s Indo Berolina Industries (P) Ltd., 
Victoria Building; Parsec Bazar Street, 
Fort, Bombay. (Maharashtra) — pulve¬ 
rising equipment— capacity to be deter¬ 
mined after the unit goes into production. 
(NA). 

Machine Tonis 

Managing Director, H.M.T. Ltd., Banga¬ 
lore. (Mysore) — co-ordinating, boring 
and drilling machines, numoricalJy control¬ 
led vertical production jig boring 
machine and die casting machines — 
cap: Within the existing licensed capacity 
of 2,016 no.s. of the Bangalore Unit. — 
(NA). 

Misc. Engineering Industries 

M/s Surat Cotton Spinning & Weaving 
Mills (P) Ltd., Malarial House, Backbay 
Reclamation, Bombay-1. (Gujarat). — 
PVC containeis — 7.5 million; P.V.C. 
films. — 900.0 tonnes; high density 
polyethylene Films and Sheets of thick¬ 
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ness above O.l mm. — 220.0 tonnes; 
P.V.C. heavy duty bags. — 9.0 million. 
Polyethylene (HD) woven bags. — 3.0 
million; P.V.C. Pipes, profiles and fittings, 
— • 740.0 tonnes; heavy duty polyethylene 
pipes, profiles and fittings — 200.0 
tonnes; P.V.C. conduit pipes. — 160.0 
tonnes. 

Chemicals 

M/s Indian Organic Chemicals, 28, 
Apollo Street, Fort, Bombay-1. 
(Maharashtra) — herbicides - 350 tonnes 
(NA). 

Fermentation Industries 

M/s Nawabganj Sugar Mills Co. Ltd., 
P.B. No. 2028, 3, Cavalry Lines, Delhi-7. 
(U.P.)~malt extract—2100 tonnes (N.A.) 

LICENCES REVOKED/SURRENDERED 

(Information pertains to particular licences 
only) 

M's Ncoli Sugar Factory — sugar; 
M/s Amadalavalasa Cooperative Agri¬ 
cultural & Industrial Society Ltd. — 
sugar; M/s Teekchand Daulatrai — Abo- 
har. “ cotton yarn; M/s Aditya Textiles 
Industries (P) Ltd., Bombay - cotton 
fabrics; M/s Sarvaraya Textiles Ltd: 
Kakinanda — cotton yarn; M/s Meenakshi 
Mysore Mills Ltd., Bangalore — cotton 
yarn. 
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CREDIT lO AGRICTJLTLIRE 

Sir, - One of the arguments put, forward 
in support of bank nationalisation is that 
it will release greater funds for agricultutc. 
In this connection, certain observations 
need to be made about agriculture and 
institutional credit for it in our country, 

Hank credit, mainly co-operative, to 
agriculture has been a major contributory 
factor to the massive present-day unpro¬ 
ductive expenditure ot rich larmcrs, with 
its d:>n5icqucnt inflationary effects. This 
is how,’ in several states the co-operative 
system has been monopolised by the richer 
peasantry, is particularly so in 

West Be^kigal, Rajasthan, Assam and 

Orissa. The result is that these farmers 
have a direct (and almost inexhaustible) 
source of finance" from the Reserve Bank, 
which they fully tap notwithstanding the 
fact fhat most of them arc fully able 
to meet production expenses from thcii 
own pockets. This has led to a large and 
wholly avoidable misdirection of resources 
away from the poorer sections of farmers 
who tnily need institutional finance, yet 
do not find it, to those sections of' farnieis 
who do not need financial assistance. 

Low Productivity 

The result is that the productivity ol 
the smaller farmers remains low, while 
the richer farmers arc able to waste their 
incomes unproductivcly, because their 
productive rcquiiemcnts will be well 
looked after by the co-operaiivcs and the 
Reserve Bank. 

Care should be taken to see that bank 
credit is given only to those who are in 
need of it, viz, (i) the poorer farmer 
and (fi) those making large-scale imp¬ 
rovements on their lands. 

The financial organization of co-opera¬ 
tives in the country has become so weak 
that either a ladical change in the organisa¬ 
tional stiiictuie of co-operatives or the liq¬ 
uidation of the “sick” .societies is cs.scntial 
if the movement is to make a contribution 
to the rate of development in agriculture. 

With impending entry of commercial 
banks into agriculture in a big way, it 
ficcomcs necessary to effect an economical 
division of labour between co-operatives 
and commercial banks in India. The 


Roundtable 

co-opeiative structure, with Rc.scrvc Bank 
support, should chiefly aid the weaker 
sections of the farming population, i.c. 
liie tenant cultivators and the small holders 
(by ‘small holders’ I mean holders whose 
land acreage is less than the regional 
average). 

Furthermore, the co-operative inteiest 
lates should he reduced from the present 
seven per cent average to about thiee to 
four per cent; the objective of these co¬ 
operatives should not, after all, be profit 
but the uplift of the snvill farmer 
through productive credit. The bigger 
farmers will be given credit (at higher 
interest rales) from the con\mcrcial banks; 
and because the commeicial banks aie 
stricter where collateral requirements and 
prompt repayment arc conceined, this 
will reduce the wilful defaulting of repay- 
mcnls to credit agencies by the farmers. 

UilTercntiatcd Interest Rates 

1 would suggest for the state commercial 
banks a policy of differentiated interest 
rates. By this I mean that interest lates 
should vary not on the basis of the lime 
peiiod elapsing before repayment, but on 
the use to which the loan is to be put. 
Loans should be classified on the basis of 
their utilization for productive or non¬ 
productive purposes. For instance, the 
loan to a farmer wishing to install a new 
pumpset should carry a much lower rate of 
interest than a loan to be utilised for 
household purposes. Productive uses 
should be encouraged with a low interest 


The distinctive feature in our population 
growth is the coupling of a high death-rate 
with a high birth-rate. In India the birth-rate 
and the death-rate are among the highest in 
the world, being approximately about 35 per 
thousand and 25 per thousand respectively 
according to official statistics, the survival 
rate thus being approximately 10 per thousand 
which gives a growth of population of nearly 
five million a year. These recorded rates are 
believed to be considerable underestimates* 
Judged by evidence of life tables, the actual 
death-rate may average 35 per thousand and 
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rate while loans for consumption purposes 
should be discouraged with a much higher 
interest rate. In fact, the interest rate 
should vary inversely with the *‘productt- 
vity of purpose” of the loan. This course 
presupposes effective inspection by banks 
to ensure that loans are really utilized for 
the purposes stated. 

Income Position of Farmer 

1 would also suggest that interest rates 
vary directly with the income position of 
the farmer, i.e. if the farmer be rich, the 
rate of interest charged on a loan for him 
should in general be greater than the 
interest rate charged to a poor^ farmer, 
after due consideration has been given to 
the use to which the loan is to be utilised. 
This measure is defensible not merely 
on equity grounds; it will provide richer 
farmers with an incentive to spend their 
money productively, rather than waste it in 
unproductive uses, for the cost of borrow¬ 
ing will be greater for them than for Icss- 
fortunatc farmers. 

Lastly, with nationalisation the hanks 
could act as important catalysts for struc¬ 
tural change in the rural areas, by spon¬ 
soring schemes for irrigation, bundin’g and 
power generation by small 50—100 kWh 
hydro-units, through the funds collected 
in the legion. 

Rank nationalisation could indeed herald 
an era of wholesome transformation of the 
rural economy, but this will involve a com¬ 
plete overhaul of the methods and appro¬ 
aches to the disbursement of bank 
credit in our country and in the structural 
organization of the commercial banks. 

M. D. NALAPAT 

Bombay. 


then the actual birth-rate may be as high as 45 
per thousand. In Great Britain, too, the corres¬ 
ponding figures were about 33 and 20 in the 
1880’s but they fell to 15.5 and 12.2 in the 
quinquennium 1931-35, Prof. Carr Saunders 
is of the opinion that the comparatively rapid 
growth of population in Java, China, India and 
similar areas in recent time, has been due not 
to the forces which led to the population up¬ 
surge in the west which occurred in the wake of 
the industrial revolutioo, but due to pcliticaJ 
security leading to less internal disorder* 


^a.5tetn ^conomi6t 25 

AUGUST 25. 1944 




RCGORDS AND STATISTICS 

State Budgets: 1969-70 


A study of the “Financcsof the State Governments* ** , 1969-70*’ 
has been published in the June issue of the Reserve Bank of 
India Bulletin. Excerpts from the study are given below : 

As against a budget estimate of an overall deficit of Rs 74.79 
crores in 1968-69 (which forms 1.9 per cent of total disbursements, 
on revenue and capital accounts, of Rs 3,848 crores,) revised 
estimates place the same at Rs 152.75 crores (which forms 3.5 per 
cent of total disbursements of Rs 4,314 crores) after taking into 
account ad hoc loans of Rs 77 crores from the centre. The budget 
estimates for the year 1969-70 anticipate an overall deficit of Rs 
315.09 crores (excluding additional taxation of Rs 21.59 crores 
proposed by states and shaioof Rs 27.12 crores in the additional 
measures proposed by the centre). 

Overall Deficit 

The budget estimate of overall deficit for 1969-70 forms 
6.9 per cent of total disbursements of Rs4,535 croies. The 
revised estimates for 1968-69 and the budget estimates 
for 1969-70 have been affected among other factors by 
increases granted in dearness and other allowances in most of 
the states and upward revision of pay in some states. Such increases 
amounted to an estimated Rs 75 crores in 1968-69; and in 1969-70 
the upward revisions are estimated to cost an additional Rs 93 
crores. There occurred floods in Gujarat and West Bengal, 
drought in Andhra Pradesh, Mysore and Rajasthan, cyclones in 
Andhra Pradesh and Orissa wilh-the result that the expenditure on 
relief turned out to be Rs 94 crores in the revised estimates for 

1968- 69 as against a provision of Rs 22 crores in the budget esti¬ 
mates. Since a major portion of this amounting to Rs 83 crores 
has been met out of central loans, it did not impose an additional 
burden in 196S-69. The budget for 1969-70 makes a provision of 
Rs 56 crores towards such relief. The overall deficit of 1969-70 is 
somewhat tentative as the states await the final report of the Fifth 
Finance Commission. For instance, Andhra Pradesh has taken 
credit for Rs 60.64 crores as the additional amount likely to accrue 
from the Fifth Finance Commission’s final recommendations; 
other states, especially those showing large overall deficits ha\e 
not proposed any additional measures to cover deficits. 

As against estimated total disbursements of Rs 4,535 crores in 

1969- 70. total receipts aie estimated to be Rs. 4.220 crores 
(without taking credit for additional taxation) resulting 
in an overall deficit of Rs 315 crores (the amount of deficit 
would be larger by Rs 60.64 crores if the credit taken in the 
budget of Andhra Pradesh as arising out Of the final recommen¬ 
dations of the Fifth Finance Commission is excluded). The 
overall deficit in 1969-70 comprises of a deficit of Rs 293 ci ores on 


revenue account (as against Rs 112 crores in 1968-69, revised 
estimates) and a deficit of Rs 22 crores on capital account (as 
against Rs 41 crores in 1968-69, revised estimates). The overall 
deficit would be reduced to Rs 266 crores if credit is taken for the 
share in additional taxation proposed by centre (Rs 27 crores) and 
revenues from additional taxes proposed by state governments 
(Rs 22 crores). The overall deficit for 1969-70 is higher than that 
of 1967-68 (Rs 38 crores) and 1968-69, revised estimates (Rs 153 
crores). While no credit is taken for ad hoc loans in 1969-70, 
the overall budgetary position for 1967-68 and 1968-69, revised 
estimates include ad hoc loans received from centre which amoun¬ 
ted to Rs 118 crores and Rs 77 crores, respectively. 

At 1968-69 rates of taxation, all the states (including Andhra 
Pradesh and Maharashtra if credit taken in their estimates for anti¬ 
cipated increase in transfers from centre out of the Fifth Finance 
Commission’s recommendations and share in additional taxation 
proposed by centre, respectively, are excluded) have presented 
budgets showing overall deficits. Seven States (Jammu and 
Kashmir, Kerala, Madhya Pradesh, Maharashtra, Orissa, 
Rajasthan and Tamil Nadu) have proposed additional tax measures. 
However, the expected additional revenues do not fully cover 
the deficits in these states, too. It is of interest to note that six 
state governments (Bihar, Kerala, Mysore, Orissa, Punjab and 
Uttar Pradesh) have appointed special committees to suggest 
measures to mobilise resources for the plan. The committees have 
already submitted their reports in Kerala and Uttar Pradesh. 

Budgetary Receipts 

The budget estimates for 1969-70 anticipate total revenue and 
capital receipts at Rs 4,220 crores (at 1968-69 rates of taxation) 
as against Rs 4,161 crores in 1968-69, revised estimates. Of the 
total receipts, states’ ov^n tax revenues are estimated to amount 
to Rs 1,214 crores (28.8 per cent of total receipts) as against 
Rs 1,157 crores in 1968-69 (27.8 per cent); states’ own non-tax 
revenues arc anticipated to bo Rs 449 crores (10.6 per cent) as 
against Rs 460 crores (11.1 per cent) in 1968-69; borrowing from 
market and other capital receipts (loans from institutions, un¬ 
funded debt, etc.) arc estimated to amount to Rs 736 crores (17.4 
per cent) as against Rs 659 crores (15.8 per cent) in 1968-69. The 
resources transferred from the centre (share in taxes, grants-in- 
aid and loans), on the other hand, are estimated at Rs 1,821 crores 
(43.2 per cent of total receipts) as against Rs 1,885 crores (45.3 
per cent) in 1968-69. Of the resources transferred from the 
centre, share in taxes is estimated at Rs 484 crores (11.5 per cent 
of total receipts) as against Rs 474 crores (11.4 per cent) in 1968- 
69; grants-in-aid, Rs 553 crores (13.1 per cent) as against Rs 475 


*Data presented in this article relate to the final budgets in regard to 13 states and vote on Account budgets in the case of 
^dhra Pradesh, Uttar Pradesh and West Bengal. Since going to the press the states of Uttar Pradesh and West Bengal have 
presented the final budgets and Madhya Pradesh has presented a revised budget. 

**Thc overall deficit of Rs. 315 crores in the state budgets together with the overall deficit of Rs. 350 crores in the central budget 
would add op to a total deficit of Rs. 665 crores in the central and state budgets combined for the year 1969-70. After taking 
credit for additional taxation the combined overall deficit would be reduced to Rs 516 crores as against Rs 413 crores in 
I^6i8*a9 rrevised estimates!. 
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crores (11.4 per cent) in 1968-69J and loans Rs 784 crores (18.6 
per cent) as against Rs 936 crores (22.5 per cent) in 1968-69. 

The five major sources of tax revenues in 1969-70 in the order 
of their revenue importance arc : (a) sales tax (including general 
sales tax, sales tax on motor spirit, central sales tax and purchase 
tax on sugarcane) which account for 35.5 per cent (Rs 591 crores); 

(b) state excise which accounts for 9.6 per cent (Rs 159 crores); 

(c) land revenue which accounts for 6.3 per cent (Rs 104 crores); 

(d) stamps and registration which account for 6.3 per cent (Rs 
104 crores); (c) tax on motor vehicles which accounts for 5.4 
per cent (Rs 89 crores) of total states own revenues (Rs 1,663 
crores); and the rest of tax revenues being contributed by agricul¬ 
tural income lax, urban immovable property tax, tax on passengers 
and goods, electricity duties and others (Rs 167 crores). The five 
major taxes together are estimated to contribute 63.1 per cent 
to states own revenues in 1969-70 as against 61.9 per cent in 
1968-69, revised estimates (and as against 58.6 per cent in 1960-61). 

States" own non-tax revenues constitute 27,0 per cent (Rs 
449 crores) of total states’ own revenues in 1969-70 as against 
28.4 per cent (Rs 460 crores) in 1968-69, revised estimates. Major 
contribution to states own non-tax revenues is expected to be 
made by administrative and interest receipts contributing 9.9 per 
cent (Rs 164 crores) and 11.1 per cent (Rs 185 crores), respectively; 
the percentage contribution of these items in 1968-69 were 9.9 per 
cent (Rs 160 crores) and 11.9 per cent (Rs 192 crores), respectively. 
The balance of Rs 100 crores in 1969-70 as against Rs 108 crores in 
1968-69 is accounted by receipts from public undertakings, state 
lotteries, etc. 

Departmental Undertakings 

The operation of the departmental undertakings consisting of 
forests, multipurpose river valley schemes, commercial irrigation 
works, elect! iciiy schemes, road transport undertakings, industrial 
units and milk schemes is expected to result in a net loss of Rs 56 
crores in 1969-70; this amount is higher than net loss of Rs 35 
crores incurred in 1968-69, revised estimates. The loss in 1969-70 
is mainly on account of multipurpose river valley schemes and 
commercial irrigation; multipurpose river valley schemes are 
estimated to involve a loss of Rs 38.1 crores (as against Rs 33.0 
crores in 1968-69); and commercial irrigation schemes a loss of 
Rs 64.9 crores (as against Rs 58.2 crores). It may be mentioned 
that in 1969-70 all the nine states which have multipurpose river 
valley schemes arc expecting losses on them and in regard to 
commercial irrigation all the 14 states which have commercial 
irrigation schemes expect losses on them. 

The resources transferred from centre in the form of share in 
taxes and grants-in-aid are estimated to bo Rs 484 crores (17,9 
pci cent of total revenue receipts and Rs 553 crores (20.5 per cent 
of total revenue receipts), respectively; in 1968-69, revised estimates 
states* share in taxes and grants-in-aid at Rs 474 crores and Rs 
475 crores, respectively, constituted 18.5 per cent each of total 
revenues. The provision under grants-in-aid in 1969-70 reflects 
the effect of the interim report of the Fifth Finance Commission 
which recommended an additional Rs 36.20 crores to be given 
under statutory grants. Further, it has been decided that in the 
central plan assistance payable to states the clement of grant would 
be 30 per cent as against an average of 20 to 25 per cent at present# 
Finally, the figure of grants foi 1969-70 is somewhat exaggerated 
because a credit of Rs 60.64 crones has been taken by the Go¬ 


vernment of Andhra Pradesh id its budget as an additicmalaaooiait 
anticipated from the final report of th6 Fifth Finance Coitimissipn# 

Capital receipts in 1969-70 are estimated to be Rs 1,520 crores 
as against Rs 1,595 crores in 1968-69, revised estiniates. Capital 
receipts in 1969-70 comprise mainly Rs 151 crores (figures in 
brackets refer to 1968-69, revised estimates (against RS ]32cror^) 
of gross borrowing from market, excluding for 1969-70 Bihar 
which has not provided for it in the budget; Rs 784 crores (against 
Rs 936 crores) of loans from centre; Rs 67 crores (against Rs 51 
crores) of loans from autonomous bodies; Rs 70crores (against Rs 
43 Cl ores) from state provident funds; lecovery of loans and ad¬ 
vances granted to third parties Rs 199 crores (against Rs 213 
crores); deposits and advances Rs 231 crores (against Rs 222 
crores); and floating debt Rs 9 crores (against net outgo of Rs 18 
crores). The quantum of central loans in the current year 
reflects the reduction of the proportion of loan elemdit in the 
central plan assistance. Loans from centre would constitute 
51.6 pci cent of capital receipts in 1969-70 os against 58.7 per cent 
in 1968-69. 

Disbursements : Revenue and Capital 

Total disbursements of the state governments, which include 
expenditure on developmental and non-developmental functions, 
loans to third parties, repayment of loans to centre and other 
miscellaneous capital disbursements are estimated at Rs 4,535 
ciorcs in 1969-70 as against Rs 4,314 crores in 1968-69. Of the 
disbursements in 1969-70 developmental expenditure of state 
governments (other than transfers to local bodies) accounts for 
40.3 per cent (Rs 1,827 crores) as against 38.9 per cent (Rs 1,677 
crores) in 1968-69, revised estimates noh-developmcntal expendi¬ 
ture of state governments (othet; than transfers to local bodies) 
for 29.1 per cent (Rs 1,320 crores) as against 28.3 per cent (Rs 
1,219 crores) in 1968-69; and grants and loans to local bodies 
for 7.4 per cent (Rs 334 crores) as against 7.3 per cent (Rs 316 
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crom) in 1968*^9; capital disbursements comprising loans and 
advances by state governments to third parties (excluding local 
bodies), repayment of loans to centre and miscellaneous capital 
disbursements constitute the remaining 23.2 per cent (Rs 1,054 
croros) of the total disbursements in 1969-70 as against 25.5 per 
cent (Rs 1,102 crores) in 1968-69. 

The major items of development expenditure in 1969-70 
budget estimates are : (i) education which accounts for 14.5 per 
cent (Rs 501 crores) of total expenditure of Rs 3,463 crores on 
developmental and non-developmental functions on revenue and 
capital accounts (excluding capital disbursements) as against 13.2 
percent (Rs 422 crores) of total expenditure of Rs 3,190 crores 
In 1968-69, revised estimates; (ii) civil works 8.4 per cent (Rs 290 
crores) as against 8.3 per cent (Rs 264 crores) in 1968-69; (iii) 
medical and public health 7.8 per cent (Rs 271 crores) as against 
6.9 per cent (Rs 219 crores) in 1968-69; and (iv) agriculture, ani¬ 
mal husbandry and co-opeiation 6.4 per cent (Rs 221 crores) as 
against 6.4 per cent (Rs 203 croros) in 1968-69. Giants to local 
bodies for developmental purposes form 7.5 per cent (Rs 260 
crores) of total expenditure as against 7.6 per cent (Rs 244 crores) 
in 1968-69. 

Non-Development Expenditure 

The major items of non-development expenditure in 1969-70, 
budget estimates are ; (i) civil administration which accounts 
for II .5 per cent (Rs 398 crores) of total expenditure as against 
11.2 per cent (Rs 357 crores) in 1968-69; (ii) appropriation for 
reduction or avoidance of debt 4.8 per cent (Rs 165 crores) as 
against 4.4 per cent (Rs MOcrores) in 1968-69; fiii) interest charges 
10.7 per cent (Rs 371 crores) as against 10.5 per cent (Rs 335 
croms) in 1968-69; and (iv) collection of taxes and duties 3.9 
per cent (Rs 135 crores) as against 3.7 per cent (Rs 119 crores) 
in 1968-69. Grants to local bodies for non-developmental pur¬ 
poses constitute 1.6 per cent (Rs 56 crores of total expenditure as 
against 1.6 per cent (Rs 50 crores) in 1968-69. 

Capital disbursements consisting of loans to third panics 
(including loans to local bodies), repayment of loans to centre and 
miscellaneous items form 23.6 per cent (Rs 1,072 crores) of total 
disbursements in 1969-70 showing a decline over the corresponding 
proportion of 26.0 per cent (Rs 1,124 crores) in 1968-69. 

In 1969-70 loans and advances by state governments to third 
parties arc estimated to constitute 7.8 per cent (Rs 354 crores) 
of total disbursements; the provision for current year is consider¬ 
ably lower than corresponding proportion of 10.8 per cent (Rs 
467 crores) in 1968-69, revised estimates. 

Of the total provision for loans, major portion is to be advanced 
to (a) state electricity boards, Rs 171.86 crores (48.6 per cent of 
total loans to be disbursed) as against Rs 208.13 crores (44.6 
per cent) as against Rs 118.43 croros (25.3 per cent) in 1968-69; 
and (c) municipalities and other local bodies Rs 17.74 crores (5.0 
percent) as against Rs 21.97 crores (4.7 per cent) in 1968-69. 

The provision for repayment of loans to centre in 1969-70 
accounts for 12.5 per cent (Rs 567 crores) of total disbursements 
as against 12.8 per cent (Rs 554 crores) in 1968-69 and miscclla- 
iwous capital disbursements account for 3.3 per cent (Rs 151 
crores) as against 2.4 per cent (Rs 103 crores). 

Tax Proposal 

Of the sixteen states, seven states, Jammu and Kashmir, Kerala, 
Madhya Pradesh, Maharashtra, Orissa, Rajasthan and Tamil 


Nadu, have proposed additional measures which are estimated 
to yield Rs 21.59 croros in 196S1-70 and Rs 23.08 crores in a hill 
year. It may be mentioned that in 1968-69 five stares, Andhra 
Pradesh. Jammu and Kashmir, Madhya Pradesh, Orissa and Pun¬ 
jab, had proposed additional measures with an estimated yield of 
Rs 14.30 crores. For the current year the states of Jammu and 
Kashmir and Tamil Nadu have not given details of additional 
measures which arc estimated to yield Rs 6.50 crores per annum. 

The states of Kerala, Madhya Pradesh, Maharashtra, Orissa 
and Rajasthan have proposed upward revision of rates of sales 
tax which is estimated to yield Rs 3.97 crores in 1969-70 and Rs 
4.97 croies in a full year. Orissa proposes to raise the rate of 
cess on land revenue and salami for leasing government lands 
which are estimated to yield Rs 0.77 crore per annum. Rajasthan 
proposes to levy a surcharge or land mvenue on a graduated basis 
according to the value of the land revenue payable which is esti¬ 
mated to yield Rs 0.50 crore. Madhya Pradesh proposes to raise 
the irrigation rates; this measure is estimated to yield Rs 1.20 
crores per annum. While Madhya Pradesh proposes to extend the 
cess on commercial crops and raise the rate, Rajasthan proposes a 
new levy in the form of a cess on commercial crops: the yield from 
these measures would be Rs 1.95 crores. Kerala and Maharashtra 
propose to raise the rates of tax on passengeis and goods with an 
estimated yield of Rs 0.99 crore. Ori.ssa proposes to levy a tax 


The Gwalior Rayon Silk Nfg. 
(Wvg.) Co. Ltd. 

Registered Office 
BIRLAGRAM, NAGDA, M.P. 

NOTICE 

NOTICE is heieby given that the Register of Members and 
Transfer Books of the Equity Shares of the Company will 
remain closed from Saturday, the 6th .September, 1969 to 27lh 
September, 1969 (both days inclusive) for the purpose of payment 
of dividend. 

The dividend on Equity Shares, when declared, will be made 
payable at United Commercial Bank at all its branches in India 
on or after the 6th October, 1969 to those shareholders whose 
names stand on the Register ot Members of the Company as on 
Saturday, the 27th September, 1969. 

The Transfer Books and the Register of Members of Preference 
Shares Series ‘A' & ‘B* shall also remain closed during the 
aforesaid period. 

By Order of Board 
B. N. PURANMALKA 

Dated 14th August, 1969 Secretary, 
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on pa«»sengers carried by road which is estimated to yield Rs 
0.26 crore annually. Other changes include revision of rates 
of tax on motor vehicles in Kerala, Madhya Pradesh and 
Orissa estimated to yield Rs 0.35 crorc per annum; revision of rates 
of stamp duties in Kerala and Orissa estimated to yield annually 
Rs 0.48 crorc; increase in the rates of agricultural income-tax 
in Orissa astimated to yield Rs 0.10 crore per annum; and re¬ 
orientation of excise policy in Orissa estimated to yield Rs 0.70 
crore |’»er annum. The states of Madhya Pradesh and Jammu 
and Kashmir propose to start lottery schemes which are estimated 
to yield Rs 0.70 crorcs in 1969-70. Other measures such as edu¬ 
cation fees and cess, stale trading in minor forest product, royalty 
on minerals etc proposed in Kerala, Madhya Pradesh, Orissa and 
Rajasthan are together estimated to yield Rs 3.12 crores. 

The total resources iransterred from the centre in the form 
of sharc'> in taxes, grams and loans have grown from Ks 160.1 


OVERALL SURPLUS OR 

DEFICIT 

(Rs. crores) 

State 

1967-68 

1968-69 

1968-69 

1969-70 


(Accis) 


(R.l;.) 


Andhra Pradesh 

-f 4.9 

15.5 

50.2 


Assam 

+ 3.0 

(-12.5) 

3.8 

-7.5 

-34.4 

Bihar 

- 2.3 

1.5 

18.4 

30 7* 

Gujarat 

- 18.9 

- 3.5 

-10.9 

.10.3 

Haryana 

-5.4 

(-1.6) 

-0.4 

+ 1.2 

1.3 

Jammu & Kashjuir 

2.6 

-0.6 

. . 

-9.2 

Kerala 

-4.1 

(-) 

25.4 

7.7 

(-8.2) 

20.0 

Madhya Pradesh 

1.0 

+5.8 

+ 1.9 

(-17.7) 
-23.1 

Maharashtra 

i-i.:: 

(+9.1) 

14.9* 

-13.4 

(-17.8) 

-2.2 

Mysore 

+ 4.9 

-1.6 

0.2 

(-1.1) 

31.6 

Orissa 

+7.0 

-1.5 

-^.3 

-25.9 

Puiyab 

—10.9 

(4-0.5) 
— 11.4 

4^3.2 

(-23.1) 

10.3 

Rajasthan 

0.1 

i 1 

-O.I 

-21.7 

Tamil Nadu 

+ 1.9 


-7.5 

( 18.2) 
-25.1 

Uttar Pradesh 

+ 4.5 


—14.4 

(—19.5) 

-36.6 

West Bengal 

—20.3 

+0.1 

-28.4 

12.7 

Total 

- 38.2 

^74.8 

-152.7 

315.1 



(—57.3) 


293.5) •* 


@Figures in brackets indicate the overall position after taking 
credit for additional taxation and economies in expenditure 
proposed by slates. 

* Excludes market borrowings. 

•♦The overall deficit w^oiild be reduced further by Rs 27.1 
crores to Rs 226.4 crorcs if the share of states in the addi¬ 
tional tax measures undertaken by the centre is taken into 
account. 


AnsMSt 22.1 19^ 

crores in 1931-52 to Rs 741.7 crores In 1960-61 and Airther to 
Rs 1,889.0 crores in 1968-69; in 1969-70 expocted transWr of re¬ 
sources from the centre at Rs 1,811.8 crores shows a decline 
of Rs 77.2 crores compared to 1968-69. The resources trans¬ 
ferred from the centre financed 29.4 per cent of total state cxi^- 
penditure on revenue and capital accounts including loans to' 
third parties (but excluding state trading transactions and capital 
disbursements such as debt, deposits) in 1951-52; such proportion 
increased to 55.7 per cent in 1966-67; since then it has declined to 

51.9 per cent in 1968-69 and is estimated to form 47.6 per cent 
of total state expenditure in 1969-70, Shared taxes and grants arc 
expected to finance 34.9 per cent of total state revenue expendi- 
luie in 1969-70 as against 22.1 per cent in 1951-52. 

I^oans from the centre have increased from Rs 73.3 crorcs 
in 1951-52 to Rs 338.6 crores in 1960-61 and to Rs 899-8 crores 
in 1968-69; in 1969-70, budget estimates central loans at Rs 

766.9 crores show a decline of Rs 123.9 crores over 1968-69. 
Dining the period 1951-52—1969-70 loans from centre reached 
their highest level in 1966-67 when they were Rs 919.8 crores; 
in the subsequent years the amount of Joans has declined and the 
estimate for 1969-70 constitutes the lowest level since 1964-65. 
Central loans financed 48.4 per cent of capital expenditure of Rs 
151.3 ciorcs (excluding state trading transactions but including 


LSTIMATKD YIELD FROM BUDGET PROPOSAI.S 
1969-70 

Additional 

yield 

(Rs lakhs) 

By states 


Jammu Sc Kashmir 

100 

Kerala . 

225 

Madhya Pradesh. 

535 

Maharashtra 

109 

Orissa . 

275 

R^asthan. 

355 

Tamil Nadu . 

560 

ToTAr, 

2159* 

By iiiaior heads 


Irrigation and water rates .. 

120 

Land revenue 

127 

Cess on comrriercial crops 

195 

Agricultural income tax .. 

10 

Stamp duties . 

48 

Sales tax . 

397 

Motor vehicles tax. 

35 

State excise .. . 

70 

Tax on passengers and goods 

125 

Lotteries . 

70 

Others . 

%.. 962* • 

Total 

2159* 


• • Includes the yield from additional measures to be proposed 
by Jammu Sl Kashmir (Rs 90 lakhs) and Tamil Nadu (Rs 
560 lakhs) for which details are not availabla 
•Full year yield is estimated at Rs 23.08 crores. 
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loans and advances by state governments) in ^91M2'and are 
expected to finance 94,0 per cent of capital expenditure 
of Rs 916.0 crores in 1969*70. Loans from centre arc for plan 
and non-plan purposes; the latter include loans for mooting ex- 
pendituie aiising out of natural caiamitios, loans for purchase of 
fertilisers, loans for rehabilitation schemc5i etc. In recent years 
ad hoc loans have also been granted by the centre to enable the 
states to clear their overdrafts with the Reserve Bank of India. 
Such ad hoc loans amounted to Rs 108 croies and Rs 318 crorcs in 
1966-67 and 3967-68, respectively and in the revised estimates for 
1968-69 they arc expected to amount to Rs 77 crorcs. 

The repayments of Joans to centre by state governments have 


gem up frwt Rs J1.37 crorcs,In 1951-52 to Rs 105.11 crorcs ii* 
1960-61 and to Rs 553.80 crores in 1968-69; they arc estimated at 
Rs 566.73 crores in 1969-70. As a proportion of total dis* 
burscnients on capital account of state governments they have 
gone up from 6.0 per com in 1951-52 to 16.9 pci t'ent in 1960-61 
and to 33.8 per cent in 1968-69, revised estimates; for 1969-70 
budget estimates the corresponding proportion would be 36.8 per 
cent. If Joans repaid to centre arc sot off against loans received, 
net receipts amounted to Rs 62.59 crores in 1951-52, Rs 231.54 
crores in 1960-61 and Rs 382.44 crorcs in 1968-69. revised esti¬ 
mates; they are expected to be Rs 217.04 crores in 1969-70, budget 
estimates. In 1969-70 net jcccipts from borrowing from centre arc 
expected to be negative in the case of Assam and Orissa. 


CONSOLID.\TED BUDGETARY POSITION OF STATES 


(R$. crores) 


1960-61 3967-68 1968-69 1969-70 

(Acets.) (Acets.) (Budget (Revised (Budget 

estimates) estimates) estimates) 


1. Revenue account 


(fl) Revenue^ .. . 

1,014.4 

2.324.7 

2,474.9 

2,565.6 

2,699.8 




(2,492.4) 


(2,721.4) 

(h) Expenditure* 

990,4 

2,333.9 

2,483.6 

2,677.1 

2,993.0 

(c) Surplus (-r) ^^1“ deficit (--) 

4-24.0 

—9.2 

—8.7 

111.5 

(—293.2) 

11. Capital account 



(4-8.8) 


(271.6) 

(a) Receipts* •. 

571.1 

1,347.7 

1,296.9 

1,595.4 

1,519.8 

(b) Disbursements . 

623.4 

1,393.4 

1,364.3 

1,637.1 

1,541.3 

(r) Surplus (-h) or Deficit (—) 

-52.3 

^^45.7 

—67.4 

—41.7 

-21.5 

Ilf. Remittances fnet) . 

—19.9 

‘1-16.7 


+ 0.5 

—0.4 

IV. Overall surplus (H-) or Deficit (—) (Ic 4- He [ III) 

—48.2 

—38.2 

—74.8 

-152.7 

315.1 

Financed by : 



(-57.3) 


(-^293.5)t 

V. Increase (-f ) or decrease (—) in cash balancef .. 

4-3.7(g 

—18.7 

—65.7 

— 122.7 

—314.2 

(fl) Opening balance 

—4.6 

-0.5 

—73.9 

19.2 

-141.9 

(6) Closing balance .. . 

0.9 

-19.2 

— 139.6 

— 141.9 

—456.1 

VI. Purchase (4 ) or sale (—) of securities . 

-51.9£ 

--19.5£ 

9.l£ 

—30.0£ 

—0.9 


•Transfers from and to revenue reserve funds arc excluded from revenue and expenditure, respectively. 

••Excluding net purchase and sale of securities, 
t Including overdraft. 

t If the share of states in the additional tax measures undertaken by the centre is taken into account overall deficit for 1969-70 
w'ould be further reduced by Rs 27.1 crores to Rs 266.4 ciorcs. 

(^ For the purpose of arriving at this ligurc, the opening balance for 1960-61. given in the budget papers of Maharashtra (which 
represents the figures for the composite state of Bombay) has been adjusted to exclude the amount tr*insferrcd to Gujarat. 

£ Include withdrawals from special revenue reserve funds which amounted to Rs 0.8 crorc in 1960-61 (Accounts), Rs 3.4 crorcs in 
1967-68 (Accounts), Rs 2.1 crorcs in 1968-69 (budget and revised) and addition to revenue reserve fund investment account, 
Rs9.5 crores in 1960-61 (Accounts). 

Note : The figures for 1968-69 (B.E.) and 1969-70 (B.E.) arc K'forc tax changes; the position after taking inloaccount tax changes 
and economics in expenditure is shown in brackets. 
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DEVELOPMENT AND NON-DEVELOPMENT EXPENDITURE OP STATES 




(Revenue Accounts) (Rs crom) 




1960-61 

1967-.68 

1968-69 

1969-70 



(Acets.) 

(Acets.) 


■■ ... 

(Budget) 





(Budget) 

(Revised) 


I. Total Expenditure of state governments (other than 

transfers 






to local bodies) (A 4-B) 

.. .. 

908.4 

2,076.8 

2,214.4 

2,383.4 

2.677.8 

A. Total Development Expenditure 


448.3 

1,065.6 

1,139.2 

1.187.5 

1,374.3 

Education 


141.0 

356.3 

385.3 

422.2 

500.6 

Medical and Public Health 


79.7 

193.9 

215.2 

218.8 

271.3 

Agriculture . 


34.9 

121.8 

128.2 

129.5 

138.5 

Animal Husbandry .. 


12.8 

31.6 

33.9 

33.9 

40.2 

Co-operation 


15.1 

25.6 

25.4 

28.5 

32.2 

Rural and Community Development 


48.3 

53.0 

51.9 

51.5 

51.9 

Civil Works . 


63.6 

138.7 

136.6 

142.5 

161.5 

Industries 


23.2 

31.7 

36.5 

35.1 

38.7 

Irrigation (Non-commercial) 


11.6 

22,7 

22.9 

25.0 

• 25,9 

Other Development Expenditure .. 


18.1 

90.3 

103.3 

100.5 

113.5 

B. Total Non-Development Expenditure 


460.1 

1,011.2 

1,075.2 

1,195.9 

1,303.5 

Collection of Taxes and Duties, etc. 


56.5 

100.8 

111.3 

118.8 

134.6 

Interest on Debt . 

.. .. 

86.7 

271.3 

322.5 

335.5 

370.7 

Appropriation for Reduction or Avoidance of Debt 

41.3 

104.9 

131.2 

140.3 

165,0 

Civil Administration. 

• i .. 

187.6 

327.3 

335.6 

357.2 

397.8 

Famine . 

.. .. 

21.2 

86.3 

22.0 

93.7 

56.6 

Miscellaneous 


28.5 

47.5 

59.0 

61.3 

89.4 

Food Subsidy . 

.. 

— 

8.7 

28.3 

21.2 

19.2 

Other Non-Development Expenditure 


38.3 

64.4 

65.3 

67.9 

70.7 

If. Transfers to Local Bodies . 


82.0 

257.1 

269.2 

293.7 

315.2 

For Developmental purposes 


67.7 

210.4 

219.3 

244.3 

259.5 

For Non-Devciopmental Purposes 


14.3 

46.7 

49.9 

49.4 

55.7 

III. Total Revenue Expenditure (I-f II) 

.. 

990.4 

2,333.9 

2.483.6 

2,677.1 

2,993.0 


CAPITAI. BUDGETS OF STATES 




(Rs crorcs) 



1960-61 

(Acets.) 

1967-68 

(Acets.) 

1968-69 

1969-70 

(Budget) 

(Budget) 

(Revised) 

A. Total Receipts 


571.1 

1,347.7 

1,296.9 

1,595.4 

1,519.8 

Permanent Debt . 


93.8 

132.7 

116.4 

131.8 

150.7 

Floating Debt (net). 


15.7 

27.2 

2.0 

— 17.9 

9.2 

Loans from the Centre 


336.6 

857.9 

721.2 

936.3 

783.8 

Other loans. . 


11.8 

38.2 

53.8 

51.2 

66.9 

Unfunded debt (net)* . 


15.7 

40.2 

44.1 

50.8 

79.0 

Loans and Advances repaid to State Governments 


49.1 

143.2 

195.2 

212.9 

199.1 

Inter-State Debt Settlement (net) 


—0.6 

—0.1 

—0.1 

— 

0.1 

Contingency Fund (net) 


—5.4 

—7.7 

— 

8.1 

_ 

Deposits and Advances (net) 


54.4 

116.1 

164.3 

222.2 

231.0 

3. Total Disbursements . 


623,4 

1,393.4 

1,364.3 

1,637.1 

1,541.3 

Total Capital Outlay (14*fl) 


317.6 

484.2 

439,2 

512.6 

469.7 

(/) Development . 


293.6 

426.2 

433.1 

489.3 

452.9 

Multipurpose River Valley Schemes. 


46.5 

70.3 

76.9 

102.7 

83.1 

Irrigation and Navigation 


80.6 

114.6 

113.4 

126.5 

124.1 

Schemes of Agricultural Improvement and Research 


3.7 

17.3 

U.8 

10.9 

10.0 

Electricity Schemes 


25.4 

30.1 

28.4 

26.7 

30.3 

Road Transport 


4.8 

4.7 

4.6 

0.4 

5.5 

Buildings, Roads and Water Works. 


114.8 

105.9 

126.1 

122,0 

128.2 

Industrial Development 


15.5 

78.4 

67.6 

95.4 

68.0 

Others. 


2.3 

4.9 

4.3 

4.7 

3.7 

(u) Non-Development . 


24.0 

58.0 

6.1 

23.3 

16.8 

State Trading* *. 


9.8 

53.1 

-^7.2 

II 1.9 

7.5 

Compensation to Landholders on the Abolition of Zamindari 

14.0 

4.8 

13.1 

7.1 

9.1 

Other Financial Transactions . 

. • 

0.2 

0.1 

0.2 

0.3 

0.2 

Discharge of Permanent Debt . 

V 

17.8 

57.6 

65.9 

67.0 

96.3 

Repayment of Loans to the Centra. 

• 

105.1 

371.0 

453.3 

553.8 

566.7 

Repayment of Other loans . 


2.8 

24,6 

40.1 

36.5 

54,8 

Loans and Advances by State Governments ., 


180.1 

456.0 

365.6 

467.2 

353.8 

Surplus (+) or Deficit (—) on Capital Account (A—B) .. 


—52,3 

—43.7 

—67.4 

—41.7 

—21.5 
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DCTTAILS OF TAX AND NON-TAX REVISE QB STATES (REVENUE ACCOUNT) (R» crores) 


Souice of revenue 



1960^61 

(Acets.) 

1967-68 

(Acets.) 

1968-69 

1969-70 

(Budget) 



(Budget) 

(Revised) 

I. Tax Revenue (A+B) 



613.3 

1,472.8 

1,571.8 

1,630.9 

1,697.8 

A. State Tax Revenue (a 4> b + c). 


, , 

430.9 

1,065.5 

1,151.7 

11,57.0 

1,213,7 

(a) Taxes on Land and Income 


, , 

100.3 

109.9 

122.6 

115.9 

117,6 

Agricultural Income Tax. 

,, 


9.5 

11.8 

10.9 

11.6 

11.9 

I^nd Revenue . 


, , 

90.4 

95.8 

109.4 

101.8 

103.6 

Surcharge on Cash Crops 



— 

0.3 

0.3 

0.3 


Profession Tax . 



0.4 

2.0 

2.0 

2.2 

2.1 

(^) Taxes on Property . 



46.2 

100.6 

99.3 

101.5 

106.1 

Stamps and Registration. 



43.5 

98.0 

95.8 

98.4 

104.2 

Urban Immovable Property Tax 



2.7 

2.6 

3.5 

3.1 

1.9 

(c) Taxes on Commodities and Services 



284.4 

855.0 

929.8 

939,6 

990.0 

General Sales Tax. 



120.0 

377.6 

394.4 

394.2 

415.3 

Central Sales Tax. 

,, 


22.5 

97.8 

117.8 

115.5 

119.5 

Sales Tax on Motor Spirit 

,. 


16.3 

33.7 

46.8 

45.1 

47.0 

Motor Vehicles Tax .. 


,. 

33.9 

75,6 

79.9 

83.8 

88.5 

Tax on Passengers and Goods 



5.8 

37.9 

45.1 

44.9 

49.4 

Entertainment Tax . 

,, 


9.8 

25.8 

29.7 

27.9 

30.5 

State Excise . 

.. 


53.1 

130.6 

141.2 

153.3 

159.0 

Electricity Duties 

.. 


12.5 

48.0 

52.4 

52.6 

55.9 

Other Taxes and Duties. 



10.5 

28.0 

22.5 

22.3 

24.9 

B. Share in Central Taxes . 



182.4 

407.3 

420.1 

473.9 

484.1 

Income TAx. 



90.6 

174.4 

149.3 

186.4 

179.1 

Estate Duty . 

.. 


2.9 

6.6 

7.0 

5.9 

7.1 

Union Excise . 



75.1 

226.3 

263.8 

281.6 

297.9 

Tax on Railway Fares 



13.8 

— 

— 


— 

II. Non-Tax Revenue (C +-D) . 



401.1 

851.9 

903.1 

934,7 

1,002.0 

C. State Non-Tax Revenue . 



223.6 

398.7 

454.8 

459.7 

449.0 

Administrative Receipts. 



81.4 

159.7 

163.4 

160.5 

164.4 

Net Contribution of Departmental Undertakings 

.. 


14.2 

—26.9 

—22.3 

—35.1 

—56.0 

Forest . 



31.3 

51.9 

50.6 

51.1 

47.5 

Multipurpose River Valley Schemes 


.. 

—3.7 

—26.8 

—28.8 

—33.0 

—38.1 

Irrigation (Commercial). 



—15.4 

—50.6 

—48.2 

—58.2 

—64.9 

Electricity Schemes . 

.. 


—1.9 

2.5 

6.2 

7.6 

0.7 

Road and Water Transport Schemes 

.. 


5.7 

2.5 

2.4 

1.7 

1.5 

Industiics. 

., 


—1.4 

—2.0 

— 

—0.7 

—0.1 

Milk Supply Schemes . 

.. 


—0.4 

-4.4 

-4.5 

—3.6 

—2.6 

Irrigation (Non-Commercial) 



3.3 

5.4 

7.0 

5.6 

6.0 

Receipts from other Public Undertakings 



15.4 

35.8 

60.6 

60.3 

60.1 

Interest Receipts. 

.. 


64.3 

161.5 

179.2 

192.4 

184.7 

Royalty on Minerals and Mineral Concession Fees 


3.3 

17.4 

22.4 

22.5 

24.2 

State Lotteries . 

.. 


— 

0.2 

2.7 

9.9 

21.5 

Other State Non-Tax Revenue 

.. 


41.7 

45.6 

41.8 

43.6 

44.1 

D« Grants-in-aid and other Contributions 



177.5 

453.2 

448.3 

475,0 

553.0^ , 
2.699.8^ 

IIL Total Revenue (I+H). 

.. 


1,014.4 

2,324.7 

2,474.9 

2,565.6 






(2,492.4) 


(2,721.4) 


Note : Figures for 1968-69 (B.E.) and 1969-70 (B.E.) arc before tax changes. The position after taking Into account tax changes 
and economies in expenditure is shown in brackets. 
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V - ^ 

TRANSFER OF RESOURCES FROM THE CENTRE TO THE STATES 

(Rs crores) 


Year 

Resources 

made a\ailable by 

the centre 

Expenditure of states 

Percentage of 


Shared 

Taxes 

Grants 

Loans 

Total 

Revenue 

Account* 

Capital 
Account* ♦ 

Total 

(2+3) 
to (6) 

(4) to (8) 

(5)to (8) 

■* 

\ 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

Total First Plan period 

352.5 

214.8 

822.4 

1,389.7 

2,354.5 

997.4 

3,351.9 

24.1 

24.5 

41.4 

Total Second Plan 
Period 

710.1 

700 4 

L423.2 

2.833.7 

3,937.6 

1,908.3 

5,845.9 

35.8 

24.3 

48.5 

Total Third Plan Period 

1,196.0 

1,302.9 

3,101.4 

5,600.3 

7,271.6 

3,447,9 

10,719.5 

34.4 

28.9 

52.2 

1966-67 

372.6 

413.1 

919.8 

1,705.5 

2,194 3 

869.6 

3,063.9 

35.8 

30.0 

55.7 

1967-68 

415.7 

479.0 

877.5 

1,772.2 

2,333.9 

887.1 

3,221.0 

38.3 

27.2 

# 55.0 

1968-69 (R.E) 

491.0 

507.2 

890.8 

1,889.0 

2.677.1 

963.9 

3,641.0 

37.3 

24.5 

51.9 

1969-70 (B.E.) 

491.6 

553.3 

766.9 

1,811.8 

2,993.0 

816.0 

3,809.0 

34.9 

20.1 

47.6 


* Excluding transfers to revenue reserve funds. 

♦•Excluding appropriations to contingency and other fUnds, state trading transactions and all debt and deposit items except loans 
and advances by states. 


LOANS AND ADVANCES DISBURSED BY STATE GOVERNMENTS 

(Rs crores) 



1960-61 

(Acets.) 

1967-68 

(Acets.) 


1968-69 

1969-70 

{B.E.) 

(B.E.) 

(R.F..) 

Municipalities and other local bodies 

. 17.82 

15.32 

20.12 

21.97 

17.74 


(9.9) 

(3.4) 

(5.5) 

(4.7) 

(5.0) 

Cultivators . 

. 34.41 

116.37 

75.98 

118.43 

83.09 


(19.1) 

(25.5) 

(20.8) 

(25.3) 

(23.5) 

Private sector industrial units. 

. 3.28 

5.36 

2.89 

7.17 

3.01 


(1.8) 

(1.2) 

(0.8) 

(1.5) 

(0.8) 

Public sector undertakings 

. 2.76 

10.06 

13.89 

18.26 

6.95 


(1.5) 

(2.2) 

(3.8) 

(3.9) 

(2.0) 

State electricity boards. 

. 52.33 

147.03 

169.02 

208.13 

171.86 


(29.1) 

(32.2) 

(46.2) 

(44.6) 

(48.6) 

Housing. 

. 12.98 

12.22 

21.19 

22.01 

23.38 


(7.2) 

(2.7) 

(5.8) 

(4.7) 

(6.6) 

Co-operatives . 

. 8.34 

31.11 

26.94 

34.97 

22.48 


(4.6) 

(6.8) 

(7.4) 

(7.5) 

(6.4) 

Others . 

. 48.17 

118.49 

35.37 

36.25* 

725.31 


(26.8) 

(26.0) 

(9.7) 

(7.8) 

(7.1) 

Total . 

. 180.09 

455.96 

365.61 

467.19 

353.82 


(100.0) 

(100.0) . 

(100.0) 

(100.0) 

(100.0) 


Note : Figures in brackets are percentages to total. 
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fils styles are tlie dream ; 

he lends the town a«hooting; 
his models are the cream; 
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August 22, 1969 


otH 
uocter No. 


Few Industries affect our people so Intimately, so personalty, as Aloes Century Rayon. It 


gives employment to 7,000 people directly and to over a million people indirectly. It pro 


duces annually 15 million kgs. of viscose rayon yarn to exacting quality standards, a 


quantity sufTicient to produce 150 million metres of cloth, for clothing India's growing 


millions. It helps in the supply of strategic material to the defence services and produces 


4.6 million kgs. of tyrecord, which goes into the making of 50% of tyres manufactured 
the country. Century Rayon coruributes over Rs. 50 million to the national exchequAMr 


by way of excise duty alone, and helps save Rs. 100 million worth 


of valuable foreign exchange. All told, Century Rayon makes 


an impressive contribution to the national economy 


CENTURY RAYON industry 


Haust. CtiurchasteRecldmatlon, Bamboy 
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THE COMMITTEE of the Federation of Indian Chambers of Commerce and 
Industry, meeting in New Delhi last week, attempted to view as objectively as it 
could the responsibilities of businessmen to the community in the context of the 
recent developments in the central government and the Congress party. A 
special feature of this meeting was that it was attended by invitees, who included 
besides its past presidents and presidents of its member bodies, about 100 leading 
industrialists and businessmen from all over the country. This was evidence 
of the anxiety and the earnestness of the Committee of the FICCl to ensure that 
the views that it might express as a result of the discussions at this meeting would 
be truly re presen la tivc of the thinking of the business community as a whole on 
the important issues which had come up before the industry and the trade of the 
nation. 

'The communique issued by the FICCl on its discussions was clearly con¬ 
cerned to serve two purposes. In the lirst place, it sought to reassure the business 
community that the legitimate interests of the latter would be faithfully and intel¬ 
ligently protected and promoted by the FICCl and that there would be no sur¬ 
render to political pressures in this matter. l*he communique, consequently, 
lirmly slated that the Committee of the FICCl was far from being persuaded that 
the nationalisation of the 14 major banks was going to make a difference over 
what was being achieved under social control. This statement amounted, no 
doubt, only to a mild deprecation of the decision of the government taking over 
14 leading commercial banks, while a much more vigorous condemnation of the 
nationalisation of banking was expressed at about the same time, but from a 
political platform, by the Working Committee of the Bharatiya Jana Sangh. 
Nc\crihelcss, it must be a valuable boost to the morale of the business community 
that, despite the high pressure propaganda organised by the machinery of the 
central government to present bank nationalisation as a measure tlic unreserved 
acceptance of which was the primary as well as the uiiiniate test of the patriotism 
of the citizens of this country, the Comniittcc of the FICCl refused to abandon 
its own point of view or retreat in a cowardly manner in the face of demagogic 
forces. 

It further cvcrcised its independence of judgment by coming out unequi¬ 
vocally against proposals or suggestions that the central government should take 
over the foreign trade of the nation. It is true that the Minister of Foreign Trade, 
Mr B. R. Bhagai, has been good enough to declare that no wholesale nationalisa¬ 
tion of the import trade is conieinplated and that the government is thinking only 
in terms of canalizing, to start with, the import of raw cotton through official 
channels, while keeping under study the need for or the desirability of similar 
action with regard to other industrial raw materials which arc being traded in 
bulk. But, given the fact that Ihc political pressures, under which the central 
government has lately been functioning, may well develop a momentum of their 
own. it is very necessary indeed that no time should be lost in the government 
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j By making u clear, then, that the ITCCl would not be deterred by recent 

' political difficullic^ or the prevailing political climate from expressing its views 
i lirmly and cleailv on the issues and problems of free enterprise, even when those 
may not be palatable to the powers that be, the Commiltee of the FICCl made 
a creditable attempt to dispel doubts and fears entertained in some sections 
I of the business community regarding its ability to function properly in the context 
j of political pressures. Besides serving this objectiv e, the communique fulfilled a 
second, and equally important, purpose of reassuring the community that the 
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FICCI is resolved to view the needs and 
interests of the business community 
in terms of the obligations which busi¬ 
ness owes to the people and the fullil- 
nicnt of which must be the basis of the 
claim which free enterprise makes 
for reasonable freedom to function 
according to its nature and ethos. 

Presumably, as a result of some very 
ncccssaiy and wholly healthy introspec¬ 
tion on the part of the Committee of 
the FJCCl, the communique candidly 
recognised the need that there was for 
the observance of a code of conduct 
of business behaviour involving the 
maintenance of the standards and the 
exercise of the restraints called for in 
a developing economy where the fruits 
of economic progress had not only to 
be speedily and fairly distributed among 
all sections of the people but had to 
be seen to be disbursed in this manner. 

The communique emphasized in 
particular the obligation of the business 
community to commit itself to co¬ 
operate with the government in the 
larger national interest and in all such 
matters as were clearly related to the 
promotion of social justice and social 
welfare. Having said this, the com¬ 
munique pledged the faith, resources 
and eiforts of the business community 
to the protection of our democratic 
political order and, in this con¬ 
nection, made pointed reference to the 
threat to this order, voiced more 
or less openly, by certain political forces 
and organisations in our country 
which made no secret of their aim of 
wrecking the Constitution by abusing 
the political freedoms which that 
Constitution, in its democratic purpose, 
guaranteed to individuals or political 
parties. 

II 

This threat to our democracy has 
for some time now been taking various 
forms. The Committee of the FICCI 
made specific mention of the manner in 
which the rule of law was being sedu¬ 
lously undermined in certain parts of 
the country. Another way in which 
the democratic order is being sought to 
be weakened is the exploitation of 
organised labour for political purposes. 
Especially in West Bengal, the dis¬ 
ruption of industrial peace through 
various means, including the infamous 
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gherao, has heddme a ^iiahdard weapon 
in the hands of subversionist political 
groups. One major industry after 
another is being selected for the appli¬ 
cation of pressure tactics at the trade 
union level reinforced by political 
blackmail at I he government level. 

It is clear that this situation has to 
be dealt with not in the narrow terms 
of labour-management disputes but 
in terms of the nation's right to protect 
itself against subversive political forces. 
This would mean obviously that there 
should be a national labour policy 

-binding on the governments, whether 
at the centre or in the states—which 
w^ould not allow the trade union move¬ 
ment to be misused for undermining 
the democratic political order and 
which no state government, whatever 
its political complexion, can circum¬ 
vent or frustrate. From this point of 
view, the National Commission on 
Labour, the report of which w'as pre¬ 
sented to Parliament last week, should 
be deemed to have made a valuable 
contribution to the national purpose. 

Although its individual recommenda¬ 
tions will have to be studied at length 
and in detail, it could at once be stated 
that the machinery which the Com- 


THE Government of India and 
the West Bengal government have 
repeatedly and emphatically expressed 
their sympathy for the striking workers 
of the tea industry. But unless some 
sympathy is shown to the industry as 
well, the very objective of promoting the 
workers’ welfare will be defeated. If 
we examine recent trends in the tea 
industry in relation to the prices in the 
Calcutta and London auctions or the 
quantity and value of exports or the 
unit value earned in foreign markets, 
\vc find that there has been steady dete¬ 
rioration in all respects. For example, 
the average price realised for North 
Indian tea in London auction was only 
3 sh. 5.67 d. per lb between January* 
and August this year compared to 3 sh. 
10.73 d. and 3 sh. 11.23d. in the corres¬ 
ponding periods of 1968 and 1967, res- 
pectively. The average price realised in 
the Calcutta auction between April and 
July 1969 was Rs 7.40 per kg. against 


mission has suggested for the preserva¬ 
tion and promotion of industrial peace 
seems to be\ in its main features, related 
in an intelligent and enlightened man-^ 
ner to the supreme purpose of insula* 
ting organised labour from unhealthy 
political pressures and limiting the 
scope for exploitation of the trade 
union movement for political purposes. 
The proposed system of permanent 
industrial relations commissions at the 
centre and in the states and standing 
labour courts in the states may well 
give to labour policy that character 
or cohesion, the lack of which has 
rendered it so frequently helpless in 
the face of politically engineered viola¬ 
tions of industrial peace. Integral to 
the scheme of labour machinery is the 
Commission’s prescription of limits 
to strikes and lock-outs and we have 
no doubt in our mind that the imposi¬ 
tion of such limits has been long 
overdue. It may be pointed out that 
such constraints, far from being a 
restraint on workers' right or legiti¬ 
mate resort to collective bargainings 
are needed as much to protect labour 
from political exploitation as to prevent 
the trade union movement from being 
used for the subversion of the 
democratic order. 


Rs 7.42 and Rs 8.42 respectively in the 
similar periods of 1968 and 1967. The 
foreign exchange earned between Janu¬ 
ary and July 15, 1969, was only Rs 
50.59 crores against Rs 57.73 crorcs in 
the same months of 1968 and Rs 65.95 
crores in the similar period of 1967, the 
unit value being Rs7.02, Rs. 7.70 and 
Rs 8.10 per kg, respectively. The 
profitability of the tea industry has 
also declined steadily. Profits after 
tax as a percentage of net worth stood 
at 5.2 in 1965-66 against 9.2 in 1960-61 
and the figures for the subsequent years 
are expected to indicate a further dec¬ 
line. 

% 

In the circumstances, a little sympathy 
on the part of the governments, central 
and state, towards the tea industry wilt 
not certainly be out of place. The wor¬ 
kers have put forward as many as 10 
demands including restoration pf the 
land-labour ratio as it existed up to 


Land and Labour 







of At coiiceirfdii^ 

cfitti JQ teAipo^ vvork^, Ailing up 
of Va<^p(^ with the dependents 
ot iVorkmen, kpplementgtion of 
the wage board’s recommendations 
in respect of allowance for the em¬ 
ployees with retrospective effect, and 
re^ii8ion of the wage structure. The 
most important of these demands re¬ 
lates to the restoration of the land- 
labour ratio. Employers rightly argue 
that this demand strikes at their 
fundamental right to decide the size 
bf their labour force. “Each garden”, 
says the Consultative Committee of 
Plantation Associations, ”is a separate 
entity and its requirements of labour 
depend on a numter of factors such as 
soil, elevation, extent of rainfall, age 
of bushes, types of bushes, types of 
planting, policy of management re¬ 
garding agricultural operation, and 
system of manufacture”. The Commi¬ 
ttee has also pointed out that by adopt¬ 
ing technologically advanced agricultu¬ 
ral practices, the tea gardens have been 
able to re-deploy their workers to 
better advantage without any increase 
in work load per worker. Moreover, 
because of the improvement in living 


sury^ In 1962,^ t}^ 

the tea industry in West Ber^l &ccd 
problems sudi as transpott bottlenecks, 
high cost of production aiid a high inoK 
denco of uneconomic gardens. Refer¬ 
ring to the last aspect, the survey said, 
^Therc are about 59 such gardens occu¬ 
pying an area of 17,579 acres producing 
5.9 million lbs of tea annually. The 
causes of weakness of tliese tea gardens 
are both technical and economic. The 
technical causes are related to fanning 
as well as to manufacturing. On the 
processing side, the quality of the 
product turns out low due to worn-out 
machineries and inefficient handling. 

“There is also a high percentage of 
idle capacity in these factories. The prin¬ 
cipal economic causes relate to heavy 
indebtedness (Rs 900 per acre), paucity 
of capital, inefficient management, 
transport difficulties and price fluctua¬ 
tions. There is no single comprehen¬ 
sive solution to this problem of un¬ 
economic gardens, because it varies 
from one garden to another. However, 
a detailed tcchnical-cum-economic 
survey of each of the uneconomic tea 
gardens will be useful in bringing to 


light the peculiar probtos % t 

individual gardens.’* '; . 

The pfobleim of these gardens, if; 
seems, have not been studied adequately 
either by the Tea Board or by the 
Government of West Bengal. 

Even without the current strike, the 
Indian tea industry had many tough 
problems to tackle because of the keen 
competition from other producers. In 
this context, it is significant to note that 
the Indian tea industry has been com¬ 
pelled to sell much below its cost as 
indicated in the following figures com¬ 
piled by the Tea Association of India. 

(Rs per Kg) 

Area Cost of Sale 

production average 
London 
auction 
(Sale 

873—1.8. 

1959) 


Kenya 

4.62 

7.90 

Dooars 

5.12 

4.37 

Cachar 

4.75 

3.99 

Upper Assam 

5.87 

5.36 


conditions and provision of belter 

medical amenities, absenteeism has Indo-Thai Economic Relations 

been reduced substantially and the 


gardens no longer need a large surplus THE talks held a few days ago bet- trade till about four years back was 
to stand by in case of sickness. ween the union government and the insignificant — between Rs 2 and 

visiting Thai delegation, which was 4.65 crores, with the balance of trade 


It is difficult to understand why, in headed by the Economic Affairs Minis- in our favour. Since 1964-65, how- 


thc light of these facts, the unions 
should adopt a rigid attitude which 
only delays the settlement of other 
issues which are of more immediate 
relevance to the workers* welfare. 
Despite the critical financial position 
of the industry, the employers have 
reiterated their desire to negotiate on all 


ter in the Royal Thai Government, Mr 
Bunchana Atthakor, may well throw 
up new opportunities of trade and eco¬ 
nomic co-operation between Thailand 
and our country. Taking place within 
six months of the visit of another Thai 
delegation in February last, this mission 
seems to be indicative of the anxiety on 


ever, there has been a sharp rise in 
this trade. As against about Rs 4.9 
crores worth of purchases made by 
us in Thailand in 1964-65 (in terms of the 
post-devaluation par value of the rupee), 
our imports from this country amounted 
to Rs 45.5 crores in 1965-66, Rs 51 .9 
crores in 1966-67, Rs 24.6 crores in 


issues except land ratio; and it is now 
for the government and the union 
leaders to call off the strike and discuss 
their other demands for a prompt 
settlement.* 

The tea gardens in West Bengal have 
been having some special difficulties 
which hitherto have not received ade¬ 
quate attention. The National Council 
of Applied Economic Research, in a 


the part of the two governments con¬ 
cerned to build up new bridges of econo¬ 
mic co-operation between them. The 
immediate result of last week's con¬ 
fabulations has been the decision of 
our government to purchase an extra 
25,000 tonnes of rice from Thailand 
this year. But the joint communique 
issued at the end of the talks on August 
25 specifically mentioned the wide 
scope of “assured market" in the two 
countries for each other's products. 


1967-68 and Rs 35.12 crores in 196f- 
69. Our exports to Thailand in 1964-65 
aggregated Rs 4.5 crores. They came 
down to Rs 2.5 crores in 1965-66, but 
went up again in the subsequent year 
to Rs 4.3 crores. In 1967-68, they 
spurted to Rs 8.5 crores. Last year, 
we exported to Thailand goods worth 
Rs 7.44 crores. All these years we have 
had a very unfavourable trade balance 
with Thailand. 

The recent spurt in^our trade with 


*As m go to press the strike has been 
called off after a settleineDt between (he 
and the unlom. 


Despite the age-old relations and the 
geographical proximity between Thai¬ 
land and our country, the Indo-Thai 


Thailand has not resulted front any 
conscious efforts on the part of the two 
countries. Except for some diversifi- 
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cation in our exports, as a sequel to 
some of our engineering goods and 
new manufactured products flnding 
their way to the Thai market, the 
pattern of Fado^Thai trade has re¬ 
mained practically unchanged. Wo 
still continue to import from Thailand 
three principal commodities — rice, 
raw jute and raw hides and skins. The 
shortfall in the indigenous availability 
of these commodities due to drought 
and the xiflermatli of the 1965 Indo- 
Pakistan conflict has been the primary 
reason of our importing fairly large 
quantities of them from Thailand. 
Similarly, Thailand has been stepping 
up its purchases from our country of 
various manufactured products such 
as iron and steel, petroleum products, 
tyres and tubes, engineering goods, etc., 
(hanks to such factors as the closure 
of the Suez Canal and the heavy trade 
deficit which Thailand has been having 
with the alternative major source of 
supply that is Japan. 

The scope for our exporting more to 
Thailand is quite large. The Thai 
economy is progressing at a fast pace. 
Thailand is currently executing its 
second 13cvclopmcnl Plan. The first 
r^CN'clopment Plan of Thailand, which 
covered the six years from 1961 to 1966, 
boosted its gross national product at 
the impressive rate of about 8 per cent, 
as against the target of 6 per cent. The 
net growth in per capita income, after 
allowing for such a high rate of growth 
in population as 3.4 per cent, was 
approximately four per cent. The 
second Plan, which is being implemen¬ 
ted since 1967 and which will end in 
1971, envisages a total outlay of 57 5 
billion bahts (Rs. 2,060 crores) for a 
population of 35 million. This is approx¬ 
imately double the first Plan outlay 
even though the current Plan is shorter 
than the first one by a year. The annual 
growth in the gross national product 
during the five years to 1971 is expected 
to be 8.5 per cent. 

The emphasis in the current Plan of 
Thailand being on the development of 
industry and building up of infra¬ 
structure, there are good prospects of 
our exporting railway, transport, 
communications, power generation and 
power transmission equipment and 
construction, mining and excavation 
and other machinery. The possibilities 
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of the export of time items, in fact, 
has been recognised in the August 25 
joint communique itself. 

In view of the fast rising per capita 
income of the Thais, the prospects 6f 
our exporting such household items as 
electrical goods, textiles, synthetic 
fibres, packaged and processed food, 
cosmetics and pharmaceuticals, should 
also be bright. Further, the import 
requirements of Thailand indicate that 
we should be able to export in much 
larger quantities than hitherto such 
products as aluminium, tyres and tubes, 
paper and paper board products, to¬ 
bacco leaves, bicycles and bicycle parts, 
etc. Thanks to the development of the 
indigenous industry in Thailand for the 
manufacture of jute goods and steel and 
for the processing of petroleum pro¬ 
ducts. the scope for the export of these 
goods, however, is limited. In fact, the 
decline in our exports to Thailand last 
year was primarily due to this reason. 
The Thai market, it may be men¬ 
tioned, is almost a free market, where 
import controls are applicable to only 
a few items of interest to the local in¬ 
dustries. The competition from the 
developed countries to our manufac¬ 
tured products, therefore, will be very 
keen. If any success is to be achieved 
in this market, both the quality and 
prices of our products have to be 
competitive. 

So far as Thailand’s exports to our 
country are concerned, there is apparent¬ 
ly need for diversification. The export 
of traditional commodities cannot be 
expected to remain large for all times; 


A grievous deterioration ir the quality of 
supplies has been the invariable concomitant 
of rationing, as it has been functioning in some 
form or other in various parts of this country. 
Recently, the wheat exposed for sale in the 
ration shops in Delhi was denounced as unfit 
for human consuntption by the Municipal 
Health Officer and ibc Controller of Rationing 
could only helplessly chime in. But, Delhi 
city is not alone in its misfortune just as wheat 
is not the only rationed commodity that has 
suffered in quality. ^ Deterioration in qualify 
takes more than tntfyrm : firstly, the consumer 
gets stuff of the mpk inferior gr«ie of any 


our purchims of raw jiitc, and oven rioe, 
from Tha^iid, depend ^ they do ,on 
the vagaries of weather here^ can Suc^ 
tuate widely. But some stability obvi¬ 
ously has to be imparted to these pur¬ 
chases if the Indo-Thai trade is to be 
stepped up. It is indeed encouraging 
that detailed discussions in this regard 
will be held soon at the level of offlcigls 
of the two countries. Recognising the 
need for diversification in Thai exports 
to us, the joint communique lists three 
other specific commodities. These arc 
antimony, florspar and tin. 

As regards the broader economic co¬ 
operation between Thailand and our 
country, it may be said that there is good 
scope for starting joint ventures. The 
setting up of a steel rcrolling mill in 
Thailand by one of our industrial 
houses in collaboration with local 
enterprise has already been approved. 
Promotional privileges have been 
granted by the Thai government for 
another joint venture which will manu¬ 
facture synthetic fibre. The Indo-Thai 
collaboration can be fruitful in the 
immediate future in such industries as 
well as cement, glass, rubber, paints, 
paper, sugar and textiles. The Thai 
government guarantees that no private 
enterprise will be nationalised or will 
be subject to competition from govern¬ 
ment operations. It also gives income- 
tax holiday for five years and 
assures all facilities for remittance 
of capital and the profit derived there¬ 
from. Exemption from import duty 
on raw material, whole or partial exemp¬ 
tion from business taxes on exported 


variety he asks for; secondly, he finds that 
much of his purchase is old, stale, rotten and 
insect-infested; and thirdly, he also finds that 
there is an unconscionably high proportion of 
chaff, bran, stones, dirt or even injurious 
matter, such as gloss pieces. Indeed, when 
rationing, particularly of^UirlcuItura] produce 
was urdertaken, it should have been foreseen 
that deterioration in the quality of supplies 
was highly likely. Thwarted of the chances 
of charging high prices, the natural reaction of 
the seller is to sett as inferior a grade of stuff 
as passible at the controlled price. 
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products and exemption from import 
duties and business taxes on imported 
machineryt components and accessories 
are also offered to foreign investors. 

In the international held, apart from 
the co-ordination of the approach of 
the two countries to various economic 
issues, the most urgent task, as recog¬ 
nised in the joint communique, is the 
need for co-operation in matters of 
product development and marketing of 

The Economics 

AFTER the nationalisation of 141eading 
commercial banks in the country, the 
business community has evidently 
ceased to regard threats by government 
spokesmen as mere innocuous threats 
full of sound and fury signifying noth¬ 
ing. This doubtless explains the very 
prompt reactions to the latest threat, 
although it is only termed “a reiteration 
of the government’s policy” of pro¬ 
gressive canalisation of industrial raw 
material imports through public sector 
agencies. The government’s policy came 
to be reiterated in reftponse to a cate¬ 
gorical question in the Lok Sabha, 
the other day, by a Congress MP, Mr 
A.G. Kiilkarni, as to whether the go¬ 
vernment would consider the advis¬ 
ability of nationalising or canalising 
imports and exports through govern¬ 
ment agencies. Replying to the question, 
Mr B.R. Bhagal, Minister for Foreign 
Trade and Supply, said that the 
policy in this regard was very clear, as 
already the government was taking 
more and more items, both in import 
and export, for canalisation through 
official agencies. As far as the im¬ 
ports of raw materials arc concerned, 
the minister added : “The policy 
decision is that we will take over pro¬ 
gressively import of industrial raw 
materials. Even in export, we will 
take over items depending on their 
suitability and if it were in the public 
interest.” 

Now, as Mr Ramnath A. Podar, 
President of the Federation of Indian 
Chambers of Commerce and Industry, 
has observed in a statement on this 
proposal, the business community had 
been apprehensive about such a move 
ever since an announcement to this 
effect tyas madj5 at the meeting of the 
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seed-lac and shellac.. Thailand and 
our country are the two main producers 
of seed-lac and shellac in the world. 
Co-operation between Uiem is 
very necessary for sustaining the unit 
value of these commodities in the world 
market, especially when the global de¬ 
mand for them is contracting due to 
substitutes. A small team of experts 
from the two countries is expected to 
meet in the near future to work out a 
mutually beneficial arrangement. 

of State Trading 

Board of Trade in January last. Re¬ 
ports emanating from the capital since 
have referred to various proposals, 
such as handing over imports of steel 
to the State Trading Corporation (STC) 
and setting up of a panel to prepare a 
plan for taking over import trade in all 
industrial raw materials, including 
cotton and jute. Other items imports of 
which are tipped to be taken over 
include chemicals, polyester fibre and 
stainless steel. Many more will be 
added to the list in due course no doubt, 
always on the plea that it is in the public 
interest. But the question that requires 
to be dispassionately examined is 
whether, in regard to the items handled 
by government agencies — the STC 
and the MMTC—public interest has 
been adequately served. 

Fortuitously, even as Parliament was 
debating the proposal, the Chairman 
of the State Trading Corporation, 
Mr P.L. Tandon, was having a dialogue 
with representatives of trade and in¬ 
dustry in Bombay on various important 
matters regarding import and export 
activities of the Corporation. Having 
been long in business himself, Mr 
Tandon brings to his role a rich and 
extensive background of experience of 
actual handling of trade, and this is a 
guarantee that his approach would be 
at once sound and realistic. 

In his recent first dialogue with re¬ 
presentatives of different trade and 
business organisations itself, the STC 
chairman made known how he regards 
the organisation and what he plans to 
do. He said, for instance, that he viewed 
the STC as a service organisation en¬ 
gaged in the import and export trade on 
behalf of the industry—a view, by the 
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way, that ha$ ere now been 
in the STC review committee report 
Believing that those for whom the STC 
is to function are entitled to have the 
fullest information about the CorpOTA'* 
tion’s working, he said, he had evolved 
and introduced a new budget system 
and pattern of reports. But the one 
point that he made at the Indian Mer¬ 
chants’ Chamber, Bombay, that busi¬ 
nessmen have taken special note of is 
that the STC should not make decisions 
on questions as to when a particular 
item should be imported, how the 
import should be staggered and so on, 
without consulting the industry for 
which the material is sought to be im¬ 
ported. If this healthy convention is 
practised, it should eliminate much 
of the STC import mess that is being 
complained of today, although the 
taking over of any item of import as 
such is bound to be resented all right. 

The consultation idea is certainly 
commendable, but, quite often, the 
problem would appear to be consulta¬ 
tion with whom, as, in the case of every 
item of import or export, different 
interests arc involved—the actual user 
of the item as it is or in the form of 
an intermediate, the manufacturer and 
the established importer. Because the 
different interests are of a conflicting 
nature, sometimes, to bring all of them 
together undoubtedly presents difficul¬ 
ties. Yet it must be said to the credit 
of the STC that it recently succeeded in 
bringing together weavers and spinners 
and in evolving an agreed solution as 
regards nylon yarn prices. But prices 
are a delicate matter, as Mr Tandon 
— a seasoned accounts man—^himself 
conceded, and the STC formula would 
appear to take note of landed cost, 
service charges and, where an item is 
also being produced in India, indige¬ 
nous prices. Whatever this formula 
may be, it has obviously not given satis¬ 
faction, to judge from repeated com¬ 
plaints from the trading community 
about the stiff prices charged by the 
STC. 

The STC chairman’s offer to the 
Indian Drugs Manufacturers' Associa¬ 
tion that he would just charge the lan¬ 
ded price plus servicing charges without 
making any profit, provided the business 
community also did likewise was no con¬ 
solation to the latter, but Mr Tartdon 
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evidently used it only for effect, the 
real intention, of course, being to re¬ 
mind businessmen that an organisation 
such as the STC cannot but function on 
sound commercial lines. 

While Mr Tandon may be depended 
upon to bring a refreshingly realistic 
outlook to bear on the working of the 
STC, there is a point beyond which, if 
it is allowed to expand as the authorities 
are anxious to see it do, the organisation 
is bound to become too unwieldy to be 
either efficient or economical, in which 
case the underlying idea of making the 
best raw materials available to actual 
users at the most economic price would 
be wholly defeated. As il is, the STC 
is handling export trade in about 110 
items. From a barely Rs 25 lakhs early 
last year, the STC's share of exports 
during the current year has gone up to 
Rs 18 crores. 

In regard to imports, similarly, there 
has been a phenomenal rise. Indeed, 
import trade now accounts for a major 
portion of the STC’s aggregate business 
turnover. Thus, out of its total turn¬ 
over of Rs 171 crores in 1968-69, im¬ 
ports aggregated some Rs 121 crores, 
and these are expected to rise further. 
Actually they are estimated to approach 
the Rs 250-crorc mark. It is, therefore, 
to be seriously considered whether it 
is at all prudent to saddle the STC with 
more responsibility at this stage or, for 
that matter, even after the STC is 
broken up into a holding company with 
four subsidiaries to handle different 
groups of commodities as the STC 
review committee has suggested in its 
final report, 

A few words about procedural 
matters on which Mr J.H. Doshi, the 
JMC president, mainly dwelt in his 
speech welcoming Mr Tandon to the 
Chamber. Now, the complaints against 
the STC include (i) its failure to arrange 
for timely imports at reasonable prices 
of the required types of some industrial 
raw materials: (ii) its exports of certain 
goods at lower prices, thereby involving 
loss of foreign exchange to the country : 
(iii) its undercutting of private expor¬ 
ters, thereby spoiling our export mar¬ 
kets; (iv) its profiteering in some import 
goods; and (v) its charging of fat com¬ 
missions from private traders. Broad- 
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ly, all this boiJs down to saying that the 
STC has missed golden opportunities 
for export business, om the one hand^ 
and adversely affected indigenous pro¬ 
ductive capacity by its ill-conceived 
import activities, on the other. 

In fact, Mr Doshi cited quite a few 
instances to illustrate his point such as, 
for example, the recent import of cer¬ 
tain pharamaccutical items (i.c. chlo- 
ramphemical) banned for normal im¬ 
ports and of sub-standard nylon yarn, 
STC earning nearly 200 per cent 
profit on imported synthetic yarn 
and lack of any attention to the shipping 
aspect while entering into import and 
export contracts. The last of these is 
particularly unfortunate, as every 
country, whether belonging to free 
or the state - controlled economies, 
lakes especial care to ensure that its 
own shipping lines do get opportuni¬ 
ties to carry as much of its import and 
export trade as possible. It is precisely 
because of tliis that commercial bodies 
ill the country invariably insist on a 
representative of the private sector 
shipping being on any trade delegation 
that goes abroad. 

Mr Doshi also appealed to Mr 
Tandon to ensure speedy decisions and 
business-like implementation of these 
decisions, on which, in fact, the 
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success of any trading organisation, 
whether in the private gr in the 
public sector, depends. And, for this 
purpose, he said : “It is necessary that 
those who are in charge of various sec¬ 
tions and divisions of the Corporation 
should be persons with adequate know¬ 
ledge of business methods and practices 
and able to take quick decisions 
within the broad framework of the 
policy laid down by the government or 
the Corporation’s board of directors.” 

The STC chairman is bound to 
appreciate this appeal, but it wauld be 
unrealistic to expect him to transform 
the working of the STC cither immedia¬ 
tely or even in the near future, 
if only because of certain official com¬ 
pulsions under which he has to function, 
perhaps to an increasing extent in the 
future than heretofore. All the same, if 
there is one understanding friend of 
the business community in government 
today that can ensure quick decisions 
and business-like implementation of de¬ 
cisions, it is Mr Tandon and his hands, 
therefore, need to be strengthened. 
So long as he can manage to steer clear 
of the charges levelled against the STC 
in the latest audit report (commercial), 
in the Corporation’s future transactions, 
he can depend on the business commu¬ 
nity as well as the general public backing 
him unreservedly. 
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PREFERENCE TO EXPORT UNITS 

A*0 BANERJEE 


A persistently adverse balance of trade 
has been the bane of the economic 
life of the nations, and the role of exports, 
especially in the context of diminishing 
foreign aid, needs hardly any emphasis. An 
expanding export trade is a dynamic fac¬ 
tor in a country’s development processes. 
There is historical evidence in several coun¬ 
tries of a clear co-relation between increase 
in exports and the rise of gross national 
product; it gtmerates a multiplicr-ctatalytic 
effect that permeates the entire economy 
by providing stimulus for technological 
improvemenl, improving productivity, 
lowering costs and employing otherwise 
idle or untapped domestic resources. 
The draft fourth Plan has submitted to the 
nation a programme of export that calls 
for a compound rate of growth of seven per 
cent per annum, increasing the level to 
around Rs 1,900 crores in 1973-74. And 
a few years later, by 1981, wc have pro¬ 
mised ourselves freedom from foreign aid. 

Expansion of the Base 

Some of the strategies requited to carry 
out this export programme are related to 
expansion of the production base, gearing 
of the production pattern to external de¬ 
mand, improving quality of output, 
reducing costs of production, introducing 
consumption restraints, providing market¬ 
ing support and long-term export credit. 
It can easily be seen how the inputs re¬ 
quired in the export efforts are concentrated 
at the stage of production. Strengthening 
our export production is, therefore, of 
crucial importance in this effort. 

It would be useful to dwell a little on 
this expression “export production” and 
appreciate its implications. Two significant 
factors would have to be borne in mind. 
The first is that export production is mostly 
a fraction—and that also a minority frac¬ 
tion — of total production in the fields 
of industry and agriculture. The exporter 
is predominantly a domestic producer. 
The lowest micro-economic level is, there¬ 
fore, the whole unit and not that part of its 
productibit as is subsequently exported. 
Both the planner and entrepreneur have to 


Mr. A. C. Banerice Is Joint Secretary, 
Ministry of Foreign Trade and Supply, 
Government of India. 


ensure that formulation of policy measures 
to strengthen export production is invested 
with a consciousness of strengthening the 
entire unit. As the resources for achiev¬ 
ing such objectives are limited, the logical 
approach will necessarily have to contem¬ 
plate a system of priorities, in which those 
units manufacturing products with an 
export potential which have already secured 
a stable base for domestic production are 
helped. 

The other factor is that inputs relating to 
export production will lake a long time to 
gestate and yield the required return on 
investment. Given the right product, it 
is possible to promote its sale in the foreign 
markets through a campaign of market 
investigation, market development and 
sales promotion in a short period. To 
develop and monufacturc a product of the 
right quality and at optimum cost would, 
however, require such inputs as expansion 
of capacity, regular liow of inter-industry 
supplies of raw materials, research and 
development, product adaptation and 
application of modern managerial tools 
to increase productivity and redtice costs. 
These will take lime. The planner and the 
entrepreneur have to bear in mind this time 
lag and plan to obtain the desired results 
at the required moment and not later when 
the. market has changed. The macro- 
economic model of the former and the 
micro-plans of the latter must, therefore, 
not only intermesh with each other, but 
should take recourse to programme evalua- 
ation and research techniques, even if in 
an elementary manner, to identify the criti¬ 
cal paths of action. 

The mix of export policies relating to 
export production include a comprehensive 
system of replenishment of imported raw 
materials, components, etc. contained in 
the Import Trade Control Policy for re¬ 
gistered exporters, allocation of indigenous 



raw materials on priority, including subli ^ 
items as iron and steel at interimidt^ 
prices, preferential allocation of 
exchange for import of capital goods Ibr 
expansion, modernisation and diversifica* 
tion, cash support to selected products, pre* 
shipment and post-shipment finance at 
concessional rates and with deferred pay¬ 
ment terms, and preferential treatment in 
maintenance Imports of raw materials. 
This total package of export assistance is 
an important element in the decision mak¬ 
ing process of the exporter and the Ministry 
of Foreign Trade is making conscious 
efforts to make its policies stable during the 
fourth Plan period, so that exporters arc 
not faced with uncertainties in entering into 
long-term contracts and in seeking and 
developing markets of the future. With 
the help of the export promotion councils, 
export houses and other recognised associa¬ 
tions of exporters, the growth potential of 
various sectors of industry and their 
sensitive areas are under constant scrutiny, 
with an adequate feed-back mechanism 
to ensure that leasonable responses of the 
industry are given proper consideration, 
and to secure the best possible allocation 
of the total package of export assistance 
in all its various aspects. This assistance 
is to be understood as a measure to bridge 
the gap till both the planner and the entre¬ 
preneur succeed in achieving optimum costs 
of production and proficiency in marketing, 
because in the long run exporting must be 
profitable to the firm. 

Policy Guidelines 

Some policy guidelines have recently 
been announced in the current year with a 
view to providing further incentives for 
sustaining the tempo of exports now en¬ 
visaged, These ascribe a more favourable 
consideration to an industrialist seeking 
substantial expansion of his licensed ca¬ 
pacity and/or foreign collaboration on evi¬ 
dence of an attractive export angle. Units 
having achieved a degree of proficiency in 
production in the domestic market and able 
to export to the level which would qualify 
them for export assistance as a properly 
export-oriented unit are also invited to 
put forward phased programmes of export, 
which, when accepted by government, en¬ 
able them to make use of those facilities in 
advance. An exporters’ service cell has 
been constituted in the Ministry of Foreign 
Trade to help such units and other fully 
export-oriented ones, in their special 
problems relating to export production. 
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An important innovation is in the approach 
to this task : the cell will be required to take 
the initiative in identifying those industrial 
sectorsS where a potential for substantial 
expansion of exports exist and then further 
identify the more robust units of these 
industrial sectors. Such units would then 
be cncouiaged to diaw up precise and rea¬ 
listic targets for exports and formulate 
strategies for realising them. There would 
be a constant dialogue between the govern¬ 
ment and such units. 

There will be inieiesting permutations 
and combinations within this bT*oad 
approach, and to each unit in each sector 
of industry the considerations would vary. 
Where there is under-utilisation of capa¬ 
city, for example, horizons beyond the 
frontiers of our country arc eagerly sought 
even if the returns do not completely cover 
the overhead costs, but here again, it would 
be wise to concentrate on products having 
a comparative advantage in terms of cost 
and marketing conditions and on units 
which arc fundamentally sound, to ensure 
that, over a period of lime, the unit value 
of exports exceeds its cost and a revival of 
domestic demand does not tempt the ex¬ 
porter away from foreign markets. On the 
other band, units manufacturing products 
enjoying a brisk domestic market and hav¬ 
ing a good export potential need to be 
encouraged in their demands for expan¬ 
sion. 

Preferential expansion facilities can act 
as a powerful export incentive to firms in 
specially profitable domestic industries fac¬ 
ing capacity constraints. The power of 
this incentive has not been fully appreciated 
by our entrepreneurs. Expansion of such 
firms puts them in a position to export more 
(for which a w'holc package of export 
assistance is available) and at the same time 
sell more in the domestic market (for which 
the prices realised are sufficiently high). 
The oi^eiation of these twin factors under 
a scheme of preferential expansion not 
only makes exports profitable but also 
increases the overall profitability of the 
manufacturing units. This consideration, 
whicli has not so fiu* been given the im¬ 
portance it deserves, should be prominently 
borne in mind by entrepren^'urs who feel 
that exports are a losing game; any reluc¬ 
tance on their part to utilise the expanded 
capacity for export should be countered 
with a judicious mix of ‘‘carrot and slick”. 

However, an important criterion before 
deciding on such far-rcaching measures 
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involving substantial investment as ex¬ 
pansion of capacity is satisfaction of avail¬ 
ability of the infrastructural base and ade¬ 
quacy of such inter-industry inputs as 
raw materials. Nothing can be more dis¬ 
astrous than to encourage expansion of 
units mainly on the basis of extraneous 
considerations like attractive export poten¬ 
tial etc. without taking into account all 
the internal factors of production. 

Steel Shortages 

Shortages in the supply of iron and steel 
of certain categories ate the topic of the 
day in industrial circles. The government 
is actually conscious of the problem and 
has already initiated measures, both shori- 
t. rm and long-term, to ensure that exports 
of engineering products, whose rate of 
growth was most significant during 1968-69 
arc not endanger d. High priority, next 
only to defence operational demands, has 
been accorded to supplies of iron and steel 
for export production and the procedure 
to translate this priority into efficient prac¬ 
tice by creating a raw material bank for 
export production is already being worked 
out. 

In circumstances of persisting shortfalls 
in supplies of certain scarce categories, 
particularly flat products, the question of 
supplementing domestic availability with 
imports of specified categories of steel to 


ACCORDING to a load survey carried 
out by the union Ministry of Irrigation 
and Power, this country would require 
about 26,OCX) mW of power at the end of 
the fourth five-year Plan. The Planning 
Commission has, however, made a pro¬ 
vision for 22,000 mW only in the draft 
fourth Plan. 

A working group set up by the Planning 
Commission itself has recently estimated 
that on present indications the country 
may be faced with a shortage of power to 
the tune of 17,700 mW in ici ms of installed 
capacity by the end of the fifth Plan. It 
suggests setting up of many new power 
projects, including a 400 mW nuclear 
power project, during the fourth Plan 
itself. But the draft fourth Plan says 
”the operation of these nuclear stations 
(i.e., those under construction), their 
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tide over a temporary situatioii cannot be 
fully ruled out. Such imports will more 
than repay the expenditure of foreign ex¬ 
change by greater unit value realisation 
through export of iron and steel In fabri¬ 
cated form. In the long term, of course, 
it has to be ensured that there is no con¬ 
flict between any of the sectors competing 
for supplies of iron and sted by taking 
timely investment decisions to expand our 
steel mills and set up new ones. 

Production costs in India are high owing 
to higher prices of imports and lower pro¬ 
ductivity of the factors of production. 
While government has its share of responsi¬ 
bility in providing infrastructural facilities 
and basic raw materials such as iron and 
steel at reasonable cost, improvement of 
productivity is of vita! importance in export 
production, and. therefore, in total pro¬ 
duction. When we define productivity as a 
function of producing real goods and ser¬ 
vices in cvcr-increasing quantities through 
more efficient use of all the four factors— 
of men, materials, machinery and money 
—we can appreciate the width of the field 
whore substantial reduction in costs, so 
necessary to make our products competi¬ 
tive, is possible. Such exercises are possi¬ 
ble through well tried out methods of simpli- 
cation and standardisation including opera¬ 
tional research, and the entrepreneur would 
be well advised to adopt theso methods 
when venturing into the overseas markets. 


economics and other factors will be studied 
before further programmes are taken up.’^ 

Dr Vikram Sarabhai, Chairman of the 
Atomic Energy Commission, recently 
voiced his concern at the “Stop-Go” 
policy in the development of atomic 
power. The nation is already three years 
behind schedule in its first phase to produce 
1,()00 mW of atomic power. 

The original schedule was generation 
of 1,000 mW .of atomic power by 1970. 
Now it can be achieved only in J973. The 
late Dr Homt J. Bhabhg had envisaged 
generation of 3,000 mW of atomic power 
by the end of 1970s going at twice the 
rate after the first 1,000 mW was attained. 
If that were to be done, the import content 
would have been reduced end export 
possibiliti^ improved “fantastically*’. Also; 
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it would have brought down the cost 
per HWh to 1.5 paisc. 

The gap between Dr Bhabha’s vision 
and the iinplementation of nuclear projects 
is, however, underestimated by Dr Sarabhai. 
It is not siiitply loss of three yeai's of pro¬ 
duction of electric power through nuclear 
reactors, but in fact the loss our country 
has to sustain in the field of nuclear reactor 
technology which is constantly making 
progress. 

Long before the first atomic bomb was 
dropped on a Japanese city. Dr Bhabha 
had initiated a move to set up the Tata 
Institute of Fundamental Research which 
he described as ‘‘an embryo from which 
I hope to build up in the course of time a 
school of physics comparable to the best 
any where... When nuclear energy has been 
successfully applied for power production 
in say a couple of decades from now, 
India will not have to look abroad for its 
experts but svilJ find them ready at hand*’. 
He received ample support and encourage¬ 
ment from the late Prime Minister Jawahar- 
lal Nehru who sirongly believed that 
atomic energy for peaceful purposes was 
far more imix>rtant to (he underdeveloped 
countries of the world than to the deve¬ 
loped ones. 

Amazing Progress 

That being the awareness on the part of 
Dr Bhabha and Jawaharlal Nehru, the 
Atomic Energy Commission (AEC) made 
amazing progress in developing and 
applying—as much indigenously as pos¬ 
sible-nuclear technology in various fields. 
The nuclear establishments including nu¬ 
clear reactors, reactor grade uranium pro¬ 
cessing plant, plutonium separation plant, 
exploration, mining and processing of tho¬ 
rium and rare earths, heavy water reconcen¬ 
tration plant, computer and electronics, 
radio isotopes, and advanced research in 
fundamental sciences and their application 
at the Bombay and Calcutta institutes were 
some of the achievements of the AEC 
during the days of Dr Bhabha and Jawahar¬ 
lal Nehru. Dr Vikram Sarabhai vvho suc¬ 
ceeded Dr Bhabha as head of the AEC 
has been responsible for the new enter- 
p-ises of the AFC in the field of rocketry 
and aerospace research. 

Yot, in recent years the country has not 
witnessed similar pace of progress in 
nuclear t<*chnology as it used to do eatlicr. 
India's decelaralion in the field of tech¬ 
nology ^becomes much more apparent 


against the background of the phenomenal 
progress being recorded in such countries 
as West Germany and Japan which are 
relatively latecomers to the field. 

In West Germany, for example, it is 
forecast by the Ministry for Scientific 
Research there chat by 1980 operational 
capacity of atomic power stations in the 


country would bo between 25,000 mW and 
30,000 mW or about 30 per cent of total 
pow'er station capacity. To achieve this 
figure, it was calculated, 30 to 50 atomic 
stations might have to be built over the 
next 10 years at a cost of between 25,000 
and 30,000 million D-marks. In 1967, 
there were in West Germany 10 govern¬ 
ment financed demonstration and experi- 
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ELECTRICITY GENERATION DLRING FOURTH FIVE-YEAR PLAN 

Total Atomic 

Benefit from continuing generation 

schemes of electricity 7816.4 mW 980.0 mW* 

(1 2 per cent 
approx.) 

Outlay on clectncity Rs 2084.79 crorcs Rs I20.(X) crorcs 

(6 per cent approx.) 

Installed capacity at the end of fourth Plan 22070.8 mW 980.00mW 

(4.5 per cent 
approx.) 

*lncludues 380 mW from Tarupur atomic reactor, 400 mW from Rana Pratap 
Sugar atomic reactor and 200 mW from Kalpakkam atomic reactor's first stage capacity. 

J ahik II 

ESTIMATED CUMULATIVE ELECTRICITY POWER PLAN! CAPACITY 
IN VARIOUS COUNTRIES : 1965-80* 


As on January 1 

India 

France 

Benelux 

W. 

Germany 
& Italy 

UK 

USA 

Total of 
all IAEA 
member 
countries 

- - - 

— 

— 

-- 


— 

--- 

1965 

Total installed capacity 10^ mWe 

10 

24.5 

68 

42 

240 

700 

Niicleai power component 

103 mWe 


0.34 

0.56 

1.3 

1.0 

4.2 

Percentage 

— 

1.4 

0.8 

3.1 

0.4 

0.6 

1970 

Total installed capacity 10^ mWe 

24 

33.5 

86.5 

70t 

315 

l()40t 

Nuclear power component 

10* mWe 

1 2 

2 

s 

5.3 

6.8 

22.C 

Percentage 

5 

6 

2.3 

7.6 

2.2 

2 2 

1975 

Total installed capacity 10* mWe 

38t 

4r>t 

119 

loot 

395 

J5IOt 

Nuclear power component 

10* mWe 


5 3t 

II.7 

I2t 

30t 

80t 

Percentage 

8 

11.5 

10 

12 

7.5 

5.3 

1980 

Total installed capacity 10* mWe 

60t 

6It 

166 

I35t 

.525 

220()i 

Nucleai power component 10* 

^ lOf 

14t 

26 

35 

70t 

200t 

Percentage 

I7t 

23 

16f 

26 

13 

9t 

*Fstimatcs based on data from the Third Geneva C onference 

and on' 

additional 


information made available to the IAEA. 
tApproximatc 

Source : International Atomic Energy Agency. Annual Report of the Board 
Goxernors to the General Confei-cncc .luly I, 1965- June 30, 1966. 
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mcjital nuclear power stations, 10 training 
reactors, and 16 research reactors. In 
addition, two power companies, both 
uovcinmcnl finaiKCd, have since under¬ 
taken I lie construction of two nuclear 
power Stations nurcly on commercial basis, 
one producint? 6(K) mWe and the other 
640 niWc, the biggest of its kind in huropc. 
Preceding these desclopmcnls. West Ger¬ 
many had spent during the decide 1956- 
66 a total of S million on nuclear 

research. 

In Japan there is a growing demand for 
more and more nuclear-power reactors 
and nuclear fuel development. 1'hc em¬ 
ployment of nuclear energy for industrial 
cvpansion in C'hina has made a deep 
impact on the Japanese. If the existing 
trend m Japan is allowed to continue, 
there is a fear among the experts that 
Japan nughl bccoin*' a second rale indus¬ 
trial power while China would emerge 
as the leader in the Asian sphere. Dr 
Hidciakc Kakihana has popularized the 
term *‘nuclear canning" vshich means the 
storing up of enriched uranium to be used 
as the nuclear fuel for the future nuclear 
reaettirs which would boost industrial 
expansion. Aliead> the Japanese pjivatc 
firms icspoiisible for power pi od net ion 
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have announced that they would build 
11 nuclear power stations during a seven- 
year period with a total production target 
of 52.4 million kW, 

The Planning Commission has fixed the 
total availability of electric power in this 
country at the end of the fourth Plan at 
22.0 million kW, of which 0.98 million kW 
would be contributed by necicar power- 
stations. Not only does it earmark a 
small six fxjr cent fRs 120 erorcs) out of 
the total outlay of Rs 2,084.79 erorcs on 
electricity for the nuclear power plants, 
but It also puts a virtual clamp on the 
further development of nuclear power 
technology. We arc already lagging 
behind our schedule of nuclear power 
generation; there is a want for power 
at e\ery stage (of which the draft fourth 
Plan makes a handsome acknowledge¬ 
ment), and we are being left far behind 
in the latest nuclear technology hy 
relatively new’ comers in the field. There 
is therefore an urgent need for the re¬ 
consideration of the fourth Plan outlay 
on nuclear power and nuclear establish¬ 
ments so that there is no hold-back of 
agricultural and industrial production, 
nor an unaccountable loss of nuclear 
technology for future applications. 


Inventory Control in State Enterprises 

C- M- MUNIRAMAPPA 


ONFI of the major contributions of planned 
industrial development of the country 
is unbriddicti devciopmciil of and massive 
investment in public sector undertakings 
and diversification of their activities both 
in production lines and marketing tech¬ 
niques. With a total investment of Rs 3,500 
erorcs in 83 concerns of the Govcinment 
of India, the quantum of investment in 


running concerns numbering 55 was 
Rs 3,200 erorcs by 1967-68. The invest¬ 
ment made by slates in their own ventures 
hy 1967-68 amounts roughly to Rs 2,2(K) 
erorcs. The number of companies and 
their investment break-up can be seen 
from Table f. 

Sector-wise, investment in steel tops 
the list of the central government uiuler- 
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INVKSTMP.NT IN CKNIRXL GOVLRNMKNT KNTERPRISIvS 



1961-62 

1965-66 

1966-67 

1967-68 Increase Incicase 






over over 

1961-62 1966-67 

No. of Undertakings 

44 

74 

77 

83 

39 

6 

Total Investment (Rs crores) 

1133 

2415 

2841 

35iX) 

2367 

659 

No. of running concerns 

28 

40 

44 

55 

27 

11 

Investment in running concerns 
only (Rs. crores) 

280 

1859 

244(1 

32(K) 

2920 

754 


Soutre : Memorandum on Working of Public Sector Undertakings prc|>arcd by Ministry 
of Finance, Government of India. 
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takings with Rs 1,180 erorcs (over Rs 1,000 
erorcs in Hindustan Steel Ltd alone and 
the balance in Bokaro Steel Ltd) followed 
by engineering Rs 833 erorcs, Petroleum 
Rs 378 crores, chemicals Rs 350 croros, 
minerals and metals Rs 273 erorcs and 
others Rs 486 crores. Such a huge invest- 
ment was made to build up a well-knit 
industrial structure all over the country 
and it was expected that the state units 
would contribute very much towards 
future development by means of returns 
on the investment thus made being ploughed 
back for future expansion. 

Sad State of Affairs 

• 

But the working results of the state 
units is a sad commentary on the capacity 
of the state as a biggest investor in the 
country to put the working of its enter¬ 
prises on an even keel so that they could 
work on sound commercial principles 
without sacrificing the objcclivcs of a 
welfare state. Out of the 83 concerns 
owned by Government of India, 18 are 
under construction, or at various stages of 
planning and prosecution and hence not in 
production, and 55 arc running concerns. 
During 1967-68 the running concerns 
have suffered a net loss of Rs 35 crores, 
after providing depreciation, interest on 
loans and taxes. Of these, 31 units earned 
a net profit of over Rs 48 crores, which 
was completely wiped out as a result of 
the loss of Rs 83 croros sustained hy 24 
concerns. With the addition of the net 
loss of 1967-68 the cumulative loss of the 
central government enterprises amounted 
to Rs 199 crores or 6.2 i>er cent of the total 
investment made in those concerns to- 
date. The loss is estimated to have gone 
up to Rs 250 crores by 1968-69. On a 
modest return of 8 per cent on the total 
investment of running concerns the eaniing 
should have been Rs 256 crores. The 
position during 1967-68 seems to have 
worsened both in number of units incurring 
losses and in terms of the quantum of loss 
which respectively stood at 17 and Rs 61 
crores for 1966-67. 

Many reasons are attributed for this 
unsatisfactory functioning of state enter¬ 
prises. SonK of the reasons arc absence 
of advanced management techniques result¬ 
ing in inefficiency, recession, high cost of 
production resulting in loss of internal 
as well as international markets, absence 
of materials management techniques, lack 
of proper inventory control, wrong pricing 






Se|>tejmW5« 1969 

policies, idle capacity and high project 
costs. The absence of a streamlined sys¬ 
tem of materials management and inventory 
control, perhaps is a major contributor 
for this miserable state of affairs. 

Materials Management is an Important 
aspect of productivity which contributes 
substantially to accelerated industrial 
growth by minimising investments in 
inventory build up. It is estimated that 
in Indian industries materials account for 
nearly two-thirds of the total cost of 
production, i.e. more than the combined 
amount spent on labour overheads and 
management. This problem is much 
more in state enterprises as there is no 
proper check on the capital invested in 
material purchase. Consequently, indus¬ 
tries have not succeeded in achieving 
substantial cost reduction not to talk of 
cost control. Experience in the US has 
shown that by adopting systematic 
materials management procedures and 
practices total inventory investment could 
be reduced by 20 to 30 per cent without 
sacrificing customer services. 

Materials management embraces a wide 
range of functions which cither directly or 
indirectly affect the flow qJT materials used in 
the industry, their conservation, utilisation, 
quality and costs. Planning of material 
purchases, control on inventory, ware¬ 
housing, disposals etc. are also covered 
by materials management. 

Need for Tmentory Control 

Now let us sec in what way and to what 
extent systematic inventory control as a 
major constituent of materials manage¬ 
ment can make substantial contributions 
towards cost reduction and improve the 
profitability of a unit. 

It is calculated that the investment in 
inventory amounts to 20.2 per cent of the 
total investment of the running concerns 
being operated by government. Consi¬ 
derable reduction in the amount tied up 
in inventories without hampering normal 
production piogrammes wiH automatically 
release a large quantum of capital for 
profitable programmes of development. 

The level of inventories in a manu¬ 
facturing concern varies in accordance 
with the nature of production, types of 
materials required and their availability. 
It is a common experience that industries 
goiiorally hold inventories above their 
aoniial ^d actual re<.!uirements at a point 
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of time due nuinly to three reasons, viz., 

(a) to achieve economies of tnass purchase, 

(b) to achieve economics in smooth pro¬ 
duction over a period of time, and (c) 
to guard against future uncertainties in 
demand for and supply of materials. 

Inventories arc divided into three main 
categories, viz., (a) raw materials, (b) 
semi-finished goods, and (c) finished goods. 
There arc different reasons for holding 
each type of inventory with diflerent 
industries or various units in the same 
industry, to suit theii respective production 
plans and consumer needs. Still they are 
interlinked in the interest of economy 
in production. Hence certain general 
reasons common to all units are given 
below : 

Raw materials arc held fa) for obtain¬ 
ing economies in bulk purchases (b) to 
keep them as a cushion and biiftcr stock 
against any possible delays in transporta¬ 
tion and changes in production plans, and 

(c) to guard against seasonal fluctuations 
both in supply and price. 

Semi-finished Goods 

Semi-finished goods facilitate (a) shor¬ 
tening or div«'rsifying manufacturing 
schedules, (b) building up a butfer to 
future requirements, (c) economic Jot 
production and (d) renewals and replace¬ 
ments of scrap. 

Finished goods arc held for (a) main¬ 
taining regular and prompt delivery sche¬ 
dules, (b) building up a protective biiflcr 
catering for economic production lots 
and asborption of sales rate changes, and 
(c) facilitating the adjustment of seasonal 
variations of demand, regular sales promo¬ 
tion and shipping. 

This discussion goes to show that main¬ 
tenance of all variclics of inventories is 
int'^nded to aid the unit to stick to rcgulai 
production and marketing schedules and 
achieve all possible economies in the 
process resulting in cost reduction. 

From tlie point ol view of the cost of 
inventory maintenance, investment in 
inventory is determined by the rale of 
interest and price expectations,. Sonic 
other factors that may cause fluctuations 
in the maintenance of inventories ar'' sales, 
unfilled orders and uncertainty about 
delivery schedule. It ill always be advan¬ 
tageous to the manufacturor to keep 
adding to inventories as long as the addi¬ 
tional savings in bulk procurcnient costs 
exceed the additional carrying costs of 
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accumulated inventories. While the costls 
of th^lding inventories vary directly with 
the level of stocks, the costs of procure^ 
ment vary inversely with the average 
inventory level. 

OpHmiim Level 

The process of accumulation of inven¬ 
tories can continue till the optimum level 
is reached when the marginal savings thus 
obtained equal to actual marginal changes. 
Any further accumulation of inventories 
licyond this optimum level will lie uneco¬ 
nomical. Hence investment in inventories 
should be on the calculation that while 
increased procurement of inventories might 
lead to reduction in costs owing to bulk 
buying, it will result in higher canying 
costs over a long period of time. Thus 
the problem of investment in inventories is 
essentially a problem of .ichicving equi¬ 
librium between advantages in cost re¬ 
duction through bulk buying and holding 
of slock etc., and disadvantages of raising 
carrying costs due to large accumuLuion 
of inventories. 

Accumulation of inventories in an cnicr- 
pi isc result J in locking up productive capital. 
Not only is there no return on such locked 
up capital, but it blocks (he flov\ of such 
copU.i1 into productive channels or priority 
sectors and even may directly influence the 
working of the unit in that the enterprise 
will be deprived of the scarce resources 
with which it could undertake some other 
programmes or projects. Besides, it will 
result in additional expenditure to the unit 
in the form of incidental expenditure, \i/., 
interest charges, cost of storage and hand¬ 
ling, deterioration and obsolescence etc. 
Consequent on excessive accumulation of 
inventories cost of production goes up and 
the competitiveness of the unit diminishes 
thereby affecting the profitability cf the 
concern. Therefore it is essential that & 
commercial undertaking should keep the 
level of Inventories to the barest minimum. 

Position in State ICnterprists 

With this theoretical backgiound on the 
need for systematic inventory control, 
let us sec what is the position so far as 
inventory in state enterprises is concerned. 
In India the carrying cost alone is esti¬ 
mated to be between 10 and 20 j:>er cent, 
while interest payable on finance borrowed 
from banks for obtaining inventories is 
between 9 and 12 per cent. Unlike in 
western countries very few companies in 
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inn cowntry take into account tlic cost of 
capital and its opportunity cost, while 
calciilatina cariytng costs. State entcr- 
jirisos do not appear to have given any 
thought to this aspect of the problem ;is 
is borne out b> the inventories they have 
earned from year to ycai out of the total 
iincstcd funds. 

The hisloi> of the working ol state enter¬ 
prises in this country shows that dispropor¬ 
tionate inventory was maintained and in 
many cases increase in inventory invcslincnt 
is rnoixj lluin increase in production and 
saks as can Ix' seen from I'ahic II. 
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increased to 73 for 1965-66 and 1966-67 
for the sake of this study. 

Though the number of units under 
coverage was teduced from 48 in 1961-62 
to 47 by 1963-64 inventory investment 
which was at Rs 101 crores in 1961-62 
rose to Rs 255 crores by 1963*64, a 2V times 
increase, while gross fixed assets increased 
by less than six times in the same period. 
But the enormous increase in gross lixed 
assets and inventories has not resulted 
in any appreciable increase either in 
productit>n or sales as both of them have 
increased slightly more than 21 times. 
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throe steel mills, in the coverage is largply 
responsible for the changes Avitnessed in 
the value of production and sales for 
1964-65 and 1965-66. 

During 1966-67 inventories rose by 
50 p^r cent from Rs 358 crores at the 
beginning of April 1966. to Rs 537 crores 
by June 1967, while gross fixed assets rose 
from Rs 1,680 crores to Rs 2,123 crores, 
an increase of only 26.4 per cent. For the 
same period value of production rose 
from Rs 874 crores to Rs 1,162 crores, 
an increase of roughly 33 per ctmt and 
sales from Rs 835 ciorcs to Rs 1,093 crores, 
an increase roughly of 31 per cent. Even 
during this period investment in Inventories 
has taken a march o\cr inxestment in gross 
fixed assets, value of production and .sales. 
C'oming to 1967-68 the inventory accu¬ 
mulation (in Government of India running 
concerns only) is as much as Rs 873 crores 
out of a total investment of Rs 3,2(K) crores 
which amounts to 27.3 per cent of the lota! 
capital invested. 

There had been a large accumiilulion 
of inventories in government companies 
during the period 1961 to 1967. Inventories 
wvre held U> the csteni of seven months* 
cost of prodiicl ion as can be seen from 
Table III. 

A sector-wise break-up of inventory 
position in terms of the number of months 

Tauil hi 

INVENTORY IN TERMS OF NUM¬ 
BER OF MONTHS COST OF 
PRODUCTION IN STATE 
ENTERPRISES 


fl) Year 1966-67 

(2) Number of companies 73 

(3) Inventory Rs 536.77 crores 

(4) Cost of production Rs 886.66 

(5) Average monthly 

cost of production Rs 73.89 ,, 

(6) In terms of num¬ 

ber of months 

cost of production 7 


Note : - <?ost of production comprises 
raw materials, components etc., 
consumed, stores and spares con¬ 
sumed, pow^rA rtlel, oth^r mami- 
facturing expenses, bad debts, 
repairs to buildings, repairs to 
machinery, other expenses^ pro¬ 
visions other than depreciation and 
taxes. 

Somre: RBI Biiffctin, September 1968. 


fhe sludv covcis 73 state units. 38 
Isclonging lo the ccntiai government of 
which 2^ units are wholly owned by the 
goN'crnmcni of India and 25 units belong¬ 
ing to stale governments of which 16 arc 
wludly owned by the state governments. 
Ihoui’li there aic variations In the numlxr 
i>f units covered by the study and the nuxic 
of the valuation vT inventories (m some 
eases market value and in some other 
cases hook value) an analysis of the invc>l- 
inent in inventories and its behaviour 
duitng the third live-year Plan period and 
afteiwards will he very useful in evaluating 
an irnpoilant aspect of the working of 
state entei pri-c*. 

During the first ihiee yeais of the third 
Plan there we»c only 47 companies though 
the number was 48 during the first year 
which figure was increased lo 68 in 1964-65 
and 1965-66 and the numlx'r was further 

Tabli 

INVESTMENT IN INVENTORIES IN 


Over-Investment in Inventories 

1'hc inventories increased from Rs 255 
crores in the beginning of 1964-65 lo 
Rs 358 crores by the end of March 1966, 
an increase of Rs 103 crores over a two- 
yc.'ir tx'riod or an increase of nearly 40 
per cent while gross fixed assets rose only 
by 37,7 per cent from Rs 1,220 crores at 
the Iv'ginmiig of 1964-65 to Rs 1,680 
ciiucs hy the <'nd of 1965-66. It shows 
that the inventory investment has taken a 
march over invesimciu in gross lixed 
assets as conipaicd to tlic earlier period 
under review. J’or the same period, 
the value of production has increased from 
Rs 557 cri>rcs to Rs 874 crores, an increase 
I'f Rs 317 crores slightly less than 57 per cent 
while sales increased from Rs 562 crores 
to Rs 835 crores, an increase of slightly 
mote than 50 per cent. Inclusion of 
21 additional companies, especially llic 

11 

SELECTED GOVT. COMPANIES 


(Ks crores) 


Year 

No. of 

Cl l oss 

Inventories 

Total 

Value 

Sales 

Ciross 

Net 


coys 

fixed assets 


capital. 

of pro¬ 


profit 

profit 





employed 

duction 



afici 









tax) 

1961-62 

48 

242.64 

101 39 

344.03 

210.83 

201.71 

16.09 

4-«.73 

1962-63 

47 

980.03 

204.93 

1184.96 

415.94 

403.90 

21.44 

—8.88 

1963-64 

47 

1219.25 

254.54 

1473 79 

557.26 

561.64 

40.53 

i 6.95 

1964-65 

68 

1438.45 

287.57 

1726.02 

657.48 

647.11 

42.05 

-f 3.86 

1965-66 

68 

1680.01 

358.28 

2038 29 

874.02 

8.34.57 

78.36 

-i 34.89 

1965-66 

73 

1966.62 

398.84 

2315.46 

896.97 

856.32 

58.56 

-Til.35 

1966-67 

73 

2123.47 

536.77 

2f»6().24 

1161.98 

1092.56 

52.53 

11,54 

Siftc : 

(a) Inventories include stock of raw materials, finished goods and other stores. 


(b) Total capital employed «gross lixed assets -j-inventories. 

(c) Value of productioh== gross sales -j changes in inventories. 

(d) Net Profit-«gro.ss profit - interest and taxes. 

(c) l965-^>f> has apf^ear^'d twice as the period of calctilatioji is changed from 
April to March to July to June, in certain state enterprises. 

Source : Resetve Bank of India Bulletin; September 1968 
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^ost of production varies from 3 to 14 as 
between different sectors as can be seen 
Tabic. IV. 

TABtE IV 

SECTOR-WISE in\t:ntory posi- 
TION IN TERMS OF NUMBER 
OF MONTHS COST OF 
PRODUCTION 



1965-66 

1966-67 

Giant companies (S) 

8 

8 

Mining Sc quarrying 

(6) 9 

11 

Engineering (14) 

14 

14 

Chemicals (11) 

8 

8 

Others (34) 

3 

4 

All companies (73) 

7 

7 


Notes : (1) Cost of production as in 


(Table III) 

(2) Figures in brackets indicate 
the number of companies 
in each sector. 

(3) Giant companies are those 
having a paid-up capital of 
of Rs 20 crorcs and above. 

Source : Reserve Bank of India Bulletin, 
September 1968. 

The above analysis will throw some 
light on the problem of inventory control 
and a few important conclusions can be 
drawn therefrom : 

(1) There is progressive increase in the 
investment made in inventories bordering 
to most disproportionate increase in some 
years especially during 1967-68 (for central 
government undertakings only). 

(2) Th? corresponding increase both in 
volume of production and sales is not of 
the same magnitude and as a result of 
such steep rise in inventories the invest¬ 
ment in inventories has taken a march 
over increase in both production and sales. 

(3) The huge amount of capital locked 
in such quantum of inventories has substan¬ 
tially influenced the profitability of the 
concerns and net returns. 

(4) Investment in inventories is more 
than 20 per cent of the total capital em¬ 
ployed which is large measured in 
relation to value of production and 
sales. 

(5) No thought appears to have been 
given to this vital problem of reducing 
the inventory level and utilise the resources 
thus released for other useful and purpose¬ 
ful p’-oiects. 

In many state enterprises lack of experi¬ 
ence on the part of the management led 
to excessive accumulation of inventory. 
In many cases this has happened duo to 
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the Wrong advice tender^ by suppliers 
and collaborators. Lack of proper control 
over purchase of spares ctp., absence of 
any scientific system to determine periodi¬ 
cally the surplus unserviceable and obsolete 
stores etc, defective mechanism for disposal 
of surplus stoics, absence of any upper 
limit laid down for stocking of finished and 
semi-finished goods contributed to excessive 
accumulation of inventories in some stat^ 
enterprises. It is estimated that the inven¬ 
tory holding in the private sector enter¬ 
prises is only to the extent of 3 months* 
value of production. Hence if inventory 
holdings of state units are reduced 
at least by half, which can be done 
without detriment to normal work¬ 
ing, with a view to bringing them at 
par with private sector enterprises 
a minimum of Rs 435 crores (on the basis 
of 1967-68 figures) of locked-up capital 
can be released for gainful employment 
in some other essential development pro¬ 
grammes or projects. This will also 
reduce much of carrying costs which at a 
modest rate of 10 per cent will be Rs 43.5 
crores per annum resulting in consequent 
higher profitability of state enterprises. 

Significant Recommendation 

In this connection it is significant to note 
that a special committee appointed by 
the Bureau of Public Enterprises to investi¬ 
gate into the problems of inventory control 
in stale enterprises could recommend to 
slash down the inventories from Rs 146 
crores to Rs 70 crores in six state units. 

The significance of inventory holding 
in an industrial enterprise is reflected in 
fa) the ratio of inventory to total capital 
employed, (b) the latio of inventory to total 
value of production, (c) the ratio of inven¬ 
tory to total sales. If these ratios are on 
the high side it indicates that the enter¬ 
prise is run uneconomically mainly owing 
to large accumulation of inventories. 
As can be seen from Tabic 11, the ratios of 
these items are 20.2 per cent, 46,2 per cent 
and 49.1 per cent respectively in 1966-67 
which are certainly on the high side as 
compared to 30 per cent, 28 per cent and 
28 per cent in private sector companies 
which accounts for imremunerativc work¬ 
ing of state enterprises. These high ratios 
indicate that inventories are accumulated 
without any relation to the volume of anti¬ 
cipated production. 

In any scheme of inventory control 
more emphasis should be laid on a perfect 
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systetn of materials managemdrit wlier^ii 
trained personnel will have to be entrust^ 
with the work of materials . management 
at different levels. Hence in the light of 
experience gained in the working of state 
enterprises so far as their inventory control 
i.s concerned certain immediate measures 
are necessary to improve th^ir profitability. 

Necessary Measures 

(1) Inventori^ are hidden costs and are 
as good as cash. In ordei that the manage¬ 
ment is successful in its ultimate objectives 
it is absolutely essentia] that the right 
type of inventory is maintained at the right 
time, at the right place, in right quantities, 
in 1 ight qualities and at right cost. 

(2) An organised system of inventory 
control is absolutely necessary as it provides 
good scope for cost reduction and profit 
maximization. The management should 
always strive for adoption of such a scheme. 

(3) Such practices as maximum and 
minimum levels, ordering levels, economic 
ordering quantiti^, minimisation of shor¬ 
tages so far as material purchase is con¬ 
cerned must be fostered and adopted to 
achieve lowest possible overall cost. 

(4) TnefTicicncy of operating staff, pro¬ 
curement of inferior quality material, 
bottlenecks in storing and transporting, 
which cause much wastage, can be remedied 
with proper and due attention to these 
aspects of materials management. 

(5) Prope** co-oidination and co¬ 
operation should be developed between 
the production departments and puichase 
and stores department so that they can 
lay down both physical and financial 
ceilings on inventory based on production 
programmes, budgeting and forecasting, 
and the objective of an effective inventory 
control can be achieved. 

(6) ft is high time that the managements 
of all state enterprises seriously thought 
In terms of introducing a *Selective Inven¬ 
tory Control* based on the analysis of High 
Value (A), Medium Value (B), Low Value 
(C) of stores and stocks in terms of annual 
consumption which approach will greatly 
help in controlling inventory in areas which 
need it most. 

(7) State enterprises should also deve¬ 
lop very close contacts with respective 
state administrative departments so that 
their help is sought in case of need for their 
emergency supplies and material propure- 
ment programmes. 
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FROM THE PRESS GALLERY 

Halt to Radicalism? 

OUR PARLIAMENTARY CORRESPONDENT 


THE lukewarm reception given by the 
treasury benches to the non^official resolu¬ 
tion, sponsored a few days ago in the 
Lok Sabha by the Congress member, Mrs 
Tarakeshwari Sinha, calling upon the 
government (i) to take over, in the wake 
of the nationalisation of the 14 major 
Indian banks, the entire foreign trade, 
general insurance, the steel industry and 
all foreign investments in the country; 
(ii) to impose a ceiling on urban properties, 
and (iii) to demonetise the currency (with 
a view to eliminating black money) is 
perhaps indicative of the fact that the lecent 
enthusiasm of the Prime Minister, Mrs 
Indira Gandhi, for radical measures to take 
the country to the goal of socialism expe¬ 
ditiously, was born out of political expe¬ 
diency. This resolution came up for dis¬ 
cussion this week—the terminal week 
of the current session of the two Houses. 
Although Mrs Sinha repeatedly pointed 
out that her move was based on the 
10-point programme of the Congress, 
to which Mrs Gandhi had been persistently 
alluding in the past few days, and there 
was sizable support for it not only from 
the Congress but also from the opposition 
benches, the resolution was rejected by 
139 to 36 votes after a brief intervention by 
the Ministei of State for Finance, Mr 
P. C. Sethi. 

Inappropriate Time 

Reflecting the opinion of the government, 
Ml Sethi observed that the resolution could 
not be accepted as the time and the manner 
of the implementation of the 10-point 
programme suggested by Mrs Sinha were 
not appropriate. Ho referred to several 
difficulties in the way of the imme¬ 
diate implementation of the resolution 
and stressed that the measures enu¬ 
merated in it could not be taken at one 
stroke. The major difficulty in the way of 
the taking over of all foreign investments, 
Mr Sethi said, was that nearly Rs 1,000 
crores in foreign exchange would have to 
be paid as compensation. In regard to 
general insurance, the allurement was not 
much as the profit from the entire 
business (Rs 50 crores approxinjatcly) 


in this line amounted to no more than 
five crores of rupees. A ceiling on 
urban properties, Mr Sethi pointed out, 
could be imposed only when suitable 
measures are devised for checking 
conversion of investments in urban property 
into jewellery and other holdings. He, 
however, indicated that the government 
was seized of the matter and wanted to 
expedite it. Regarding foreign trade, Mr 
Sethi said, a decision had already been 
taken to divert gradually the 'mport of 
raw materials through the State Trading 
Corporation. 

Economic Matters 

Among the other important economic 
matters which came up for discussion in 
the two Houses this week were the S. Dutl 
Committee’s report on industrial licensing, 
the performance of the public sector under¬ 
takings and the plight of the cotton textile 
industry. The discussion on the Dutt 
Committee’s report, which was held in 
the Rajya Sabha, turned out to be a tame 
affair after the announcement by the 
Minister for Industrial Development, 
Mr Fakhruddin Ali Ahmed, of the govern¬ 
ment’s decision to appoint a commission 
to inquire comprehensively into the alle¬ 
gations that improprieties and irregu¬ 
larities in licensing procedures and indus¬ 
trial financing had benefited larger indus¬ 
trial houses, including the Birla group. 

The discussion on the performance of 
the public sector, which was hold in the 
Lok Sabha, was quite an acrimonious 
affair. Many a member regretted that the 
performance of state undertakings left 
much to be desired. They pleaded for 
the creation of a new cadre imbued with 
social purpose to run these enterprises. 
They also wanted that these undertakings 
should submit performance budgets and 
annual reports regularly. Replying to this 
discussion, Mr P. C. Sethi agreed with the 
suggestion that the management of state 
enterprises should be imbued with social 
objectives, but he Fit that the major trou¬ 
bles of these undertakings had arisen be¬ 
cause of the recerit recession from which 
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the economy was just coming out. Mr 
Sethi pointed out that the government was 
trying to diversify the product patterns of 
the public sector projects with a view to 
making them more profitable. 

Cotton Textile Industry 

During the debate on the plight of the 
cotton textile industry, which also took 
place in the Lower House, the Minister 
for Foreign Trade and Supply, Mr B. R. 
Bhagat, claimed that the closure of mills 
had been brought to a halt by the National 
Textile Corporation. This claim, however, 
was contested by Mr George Fernandes 
(SSP) and Mr S. R, Damani (Cong ) who 
pointed out that the increase in the cost of 
production was still leading to closure of 
mills in various parts of the country. 

Three important documents were pre¬ 
sented to Parliament this week. These 
were : (i) the report of the fifth Finance 
Commission; (ii) the report of the National 
Commission on Labour; and (iii) the 
annual Plan for the current financial 
year. The summaries of the former two 
reports are reproduced in the Records 
and Statistics section of this issue; they, 
therefoic, need not be dwelt upon here. 

The 1969-70 annual Plan purs the outlay 
in the central sector at Rs. 2,271 
crores — about 15.8 per cent of the total 
investment proposed for the fourth Plan. 
The outlay in the states and union territories 
sector is to be nearly Rs l,0(X) crores. The 
main targets to be achieved through this 
year’s Plan are : fi) stepping up of the 
rate of investment to 12 per cent of the na¬ 
tional income from the last year’s level of 
11.3 per cent; (ii) effecting of an increase 
in the net fixed investment in .he public 
sector by 10 per cent ovei the last year’s 
level; (iii) attaining of 5.5 per cent growth 
in the national income through a five per 
cent increase in the net agricultural output 
and an eight per cent increase in the pro¬ 
duction of otganised industry; and (iv) Svabi- 
lisation of prices around the level reached 
in 1968-69 . 

The Rajya Sabha adopted this week 
(i)the Criminal and Election Laws (Amend¬ 
ment) Bill, (ii) the Bihar State Legislature 
(Delegation of Powers) BillC and (iii) the 
Delhi High Court (Amendment) Bill. The 
Lok SaNia adopted the Press Council 
Bill and the Benaras Hindu University 
Bilk Some supplementary demands of 
the union government and the Railway 
Board were also passed by the two Houses. 
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WINDOW ON THE WORLD 
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ENLARGEMENT OF THE EUROPEAN COMMUNITIES 

JOSSLEYN 


PROBLEIVIS AND OPPORTUNITIES 

AN IMPRESSIVE: array of European political leaders recently 
assembled in Bru>sels in M. Jean Monnet’s Action Conimittoc for 
the United State> of Europe, membership of which was extended 
to the thre 2 British political parties in 1968, to discuss five reports 
on the miin problem» that UK entry into the EEC would raise. 
Tiic findings (which 1 review below') of the separah'reports on agri¬ 
cultural, monetary, institutional and technological issues are to be 
combined in a single document by November, 1969, and since the 
five authors arc internationally-known authorities their views are 
likely to be treated seriously if and when negotiations begin bet¬ 
ween the UfC and the EEC. 

These reports provide an admirable overall picliii'c of the prob¬ 
lems involved in enlarging the EEC and demonstrate that, diflicult 
though some arc. none is insoluble, given the necessary political 
will; they show furthermore that the enlargement of the Common 
Market would benefit the EEC in important ways. 

Agriculture 

The report on agriculture was prepared by M. Edgar Pisani, 
who, as French Minister of Agriculture between 1961-67, played 
a leading part in setting up the Common Market’s agiiciiltural 
policy. M. Pisani points out that the British Government and the 
Community approach the problems of agricultural policy from two 
widely disparate standpoints. For Britain, w'hich has a modern 
agricultural industry and only a small proportion of its population 
on the land, aglricullurc is only one sector of economic activity 
among others, but for the EEC\ which still has 15 per cent of its 
population dependent on farming, agriculture has social and politi¬ 
cal lamilications. That is why the Six found it necessary to give 
their farming popLilationi> privileged treatment. For M. Pisani, a 
rapprochement between Britain and the Six in agriculture is only 
possible if (1) Britain changes over to the levy system and accepts 
joint EEC financing of agricultural policy, and (2) the EEC un¬ 
dertakes structural reforms of its agriculture, on the lines of the 
Mansholt Plan. Describing the EEC as in a ‘critical’ state, M. 
Pisani agrees w ith Dr Mansholt of the EEC Commission that the 
accumulation of surpluses and the escalating costs of the EEC’s 
agricultural policy threaten to collapse the whole pack of cards. 

Against this background, M. Pisani considers the approach to 
he adopted towards the particular problems raised by Britain’s 
application to join the EEC’. Prominent are the balance of pay¬ 
ments difticultics which would result from Britain having to con¬ 
tribute to (he Community’s Agricultural Fund. M. Pisani says 
that were the UK to accede to the pioscnt rules without special 
provision, Britain’s percentage contribution to the Fund— about 
50 per cent - would impose a manifestly unfitir burden. He hints 
that a more equitable British contribution would bo closer to 25 
per cent which represents the proportionate size of the British 
national product in a seven-member Community. Turning to 
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those Commonwealth interests which could bo adversely alTcctcd 
by UK entry into the EEC, he considers that UK trade commit¬ 
ments to New Zealand and to the sugar-producing countries of 
l.hc Commonwealth, which expire in 1972 and 1974 respectively, 
would have to be respected, but believes that if the EEC under¬ 
takes the structural reforms advocated by the EEC Commission 
it should later be possible to reach agreements with New Zealand 
and the Commonwealth sugar-producers, giving them reasonable 
access for their products to the agricultural market of the enlarged 
EEC. # 

M. Pisani’s report is of the greatest value. His recognition 
that there can be no long-term solution unless the EEC takes speedy 
action to eliminate the absurdities of its own agricultural policy 
is obviously sensible. The one major reservation concerns the 
length of the transition ; the three or four years suggested may bo 
too short a period within which to effect the necessary changes 
which, M. Pisani admits, arc substantial. 

H 

MONETARY PROBLEMS AND STERLING 

Two reports on monetary matters were presented : (1) by the 
Governor of the Central Bank of Italy, Signor Guido Carli, (2) 
by Professor Robert Triffm of Ya’c University. Both these high 
autho:itie? see the monetary obstacle to Britain’s entry into the 
EEC in the context of the international monetary system, the 
reform of which, they think cann ot hz delayed longer. The nego¬ 
tiation of Britain’s entry into the EEC could be a useful catalyst. 
Signor Carli sees fixed exchange rates as a factor of instability 
in the world’s monetary affairs today because, contrary to the 
assumption underlying the Bretton Woods agreement, changes 
in parity have invariably been regarded by governments as political 
anathema. Signor Carli’s compromise solution is to allow mon¬ 
thly or quarterly devaluations or revaluations within limits to be 
decided upon and at the rate of two per cent pei annum at the 
maximum. 

Professor Guido Carli considers that the pound’s reserve cur¬ 
rency role is no longer a real obstacle to British membership in 
view of (he stabilising effect of last September’s Basle agreement. 
Furthermore he tries to dispel feais about the adverse effect that 
inflationary tendencies in the UK may have on the other members 
once inside the EEC. He reckons that Britain’s entry will increase 
the efficiency of its economy anyhow, but he also suggests that 
during the transition period flexible exchange rates could help to 
prevent inflation spreading from one country to another. How¬ 
ever, in calling for a homogeneous European monetary area, able 
to compete wath American financial markets, he advocates fixed 
parities as a long-term solution. But, importantly, he points out 
that a system of fixed parities could only function satisfactorily if 
the economic policies of member states were co-ordinated to a 
considerable degree. 

Professor Robert Triffin also emphasises the need for 
monetary co-operation in Europe. At prcsctvt there are divergen- 
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ctes in .ecpnomio trends in the member states and consequently 
in the way in which they conduct their economic policies. If the 
EEC is enlarged these disparities will widen unless a determined 
effort were made to reinforce the Common Market by closer co¬ 
ordination of economic and monetary policies. Professor Triffin 
believes that this could be achieved by creating a European Reserve 
Fund which would form the basis for a genuine common currency 
in the future and could enable an enlarged Community to play a 
role in the Bnancial world comparable to that which the UK pla¬ 
yed alone up to 1914. It could also help to solve Britain’s own 
current monetary problems if the sterling balances were converted 
into testt^^es of a European Monetary Fund. Indeed he secs de¬ 
velopment along these lines as already having begun. The EEC 
countries have accumulated in the last five years substantial finan¬ 
cial claims on the UK, Moreover they have a major share in the 
$ 2,000 million lines of credit advanced to the UK. under the Basic 
agreement of September, 1968, in order to help it to repay any 
sterling which might be called upon by the governments holding 
sterling as part of the reserves. Both Signor Carli and Professor 
Triffin recognise that this agreement has brought some relief to 
the UK by lessening the dangers of conversions out of sterling. 

Extreme Attitudes 

In the recent past there have been two extreme and equally 
unacceptable attitudes towards sterling’s adaptability to the Com¬ 
mon Market. The first was the view taken by Mr Wilson before 
he and Mr Brown made their tour of the Six in 1967, namely that 
the special international status of sterling raises no problem at all 
and therefore does not have to be discussed ! Thereafter Mr Wil¬ 
son piped down and cautiously accepted that sterling could be dis¬ 
cussed, but implied thaf it was really up to the Community to 
launch the conversation and make the suggestions. 

At the other extreme was the opinion from Paris, w hen General 
dc Gaulle was seeking pretexts for refusing to negotiate with Bri¬ 
tain, which saw in the complex of international airangemcnts sur¬ 
rounding the British currency an encumbrance which Britain 
would have lo get rid of before it could qualify for EEC member¬ 
ship. Otheiwise Paris argued, the EEC itself would start sag¬ 
ging under the weight of sterling. The Carli and Triffin reports 
are particularly effective in countering this second viewpoint. 
Neither sees in the reserve role of sterling, or in the short and 
medium-term indebtedness of the UK, a serious obstacle to wide¬ 
ning the Community. Professor Triffin. says that were the EEC 
to be enlarged the EEC’s sterling problem would not be changed 
substantially, since the EEC states already directly or indirectly 
(through the central banks and the IMF) preponderantly finance 
the reserve losses which the UK has suffered over the last five 
years. Indeed far from creating more difficulties for the EEC, 
Britain’s membership would enable the EEC ‘to acquire a more 
decisive influence on the decisions defining the conditions, magni¬ 
tude and limits of such operations’. 

ni 

THE ENLARGED COMMUNITY 

Professor Hallslein, former president of the EEC Commission, 
lends his great authority to the report on the institutional prob¬ 
lems likely to result from UK entry into the EEC. He naturally 
emphasises the important role which the EEC Commission plays 


in promoting economic union by encouraging the states to 
their commitments, by elabonting prooosals on which the pii- 
nisters act and by supervising the application of the treaties. 
The professor is anxious lest these functions become diluted and the. 
Commission turn into mere secretariat working at the beck and 
call of the governments. He believes the independence and effec¬ 
tiveness of the Commission could be safeguarded if, on the one 
hand, its composition is made dependent on investiture by the Eu¬ 
ropean Parliament and if it is limited to nine members. This second 
prerequisite, as well as reducing the Commission from its present 
fourteen members, would mean (hat in an enlarged EEC not every 
member state would have one of its own nationals on the indepen¬ 
dent body. I doubt that the smaller states would accept this un¬ 
less they were assured that larger states would at times them¬ 
selves be without representatives on the Commission. 

Professor Hallstcin sees majority decision-making in the 
Council as ‘the decisive element in the Council’s ability to act’. He 
warns that insistence on unanimity in a commun*ty of ten states 
would make it virtually unworkable. The qualified majority prin¬ 
ciple should be extended to fields of decision-making which under 
the present treaties will require unanimity. To discourage govern¬ 
ments to come to informal understandings between themselves to 
avoid majority decisions, Professor Hallstcin suggests an interes- 
ing device whereby decision would be taken by the European Par¬ 
liament, if the Council had failed to decide within an appropriate 
tim^ limit on proposals for whose adoption a qualified maiority 
would be sufficient. 

Professor Hallstcin’s long-term vision is federal union. The 
European Parliament would be elected by direct suffrage and gran¬ 
ted legislative and budgetary powers. The present Council would 
become a senate-type organ representative of the states. As a 
result the Community would have a two-tier structure resembling 
some existing federal states. 

Pragmatic Approach 

Sir Alee Douglas-Home recommended a pragmatic approach 
which would involve the identification of ‘a problem that has to 
be tackled and setting up an institution to do it*. Pragmatism 
precludes establishing an institution without being clear what 
mission it is to perform. It would be no less absurd for govern¬ 
ments to agree to enter a field of collaboration without equipping 
themselves with adequate institutional means to deal with the 
problems that would arise. Moreover, since the proliferation of 
European organisations has already gone far enough, it would be 
reasonable to give any new tasks agreed upon — and I can think of 
many suitable for greater European co-operatio i— lo the Euro¬ 
pean organisations which already exist. 

The debate on the Community institutions has for a long time 
been bedevilled by slogans such as ‘federalism’, * supra-nationality’ 
and ‘Europe des Estats’. Sir Alec Douglas-Home said that the 
debate should be conducted as concretely as possible, without em¬ 
phasis on these abstractions. That Sir Alec has a point here is 
shown by the utterly confused impression of its intentions which 
the UK government at present gives. For example, the Foreign 
Minister, Mr Stewart, has, according to press reports, been making 
remarks on the continent which qualify the Prime Minister’s own 
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insistence that it is not part of his government's intention to load 
Britain into a federal union with the countries of the Six. 

The report on technical collaboration is the product of two 
industrialists. Lord Plowdcn of the UK and Dr Karl Winnackcr 
of West Germany, who say : ‘So far as technology is concerned, 
nothing stands in the way of B'itain entering the European Econo¬ 
mic-Community. On tho contrary, the scientific and industrial 
contribution of Britain within an enlarged and integrated Com¬ 
munity could reinforce appreciably the potentiai of the Siv.*. 

Instructive Comparison 

The report draws instructive comparisons between Britain and 
the Six which show that the percentage which the principal indus¬ 
trial sectors respectively represent in relation to total industry in 
the tw'o economies are similar, and it also shows that in many of 
these sectors an enlarged EEC would have a total production close 
to US figures, if not higher in some cases (e.g. for steel production). 
An enlarged EEC could ofl'er European industry the advantages of 
large-scale production; the gains would be secured not only by the 
large firms’ ability to operate nearer optimum output, but also 
from the increased opportunities for greater specialisation by small 
and medium-sized enterprises. 

Lord Plowden and Professor Winnaker emphasise that the 
creation of a unified European market comparable to that of the 
USA implies more than the removal of customs barriers. The 
obstacles of different sets of company and patent laws, difterent 
tax systems, saftty regulations etc.— such ‘non-tariff barriers’ 
must also be eliminated. This could be speeded by setting up an 
institution, which would (I) stimulate elimination of non-tariff 
barriers and (2) encourage governments and public authorities to 
collaborate to ieduce discrimination in relation to public invest¬ 
ment. An interesting suggestion is that groups of officials con¬ 
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cerned with particular industries should discuss each other^s inve^> 
ment plans and requirements in order to evolve specialisation bet* 
ween countries in diffHrent typos of equipment. Such an institution 
might later strive towards pooling European resources in important 
and costly areas of research. The rapporteurs point out that 
inter-governmental co-operation on specific projects (e.g. air* 
craft and rocketry) is at once ‘the most obvious and the moat dif¬ 
ficult area for Community collaboration ; rather pessimistically 

they conclude that ‘it is an area where_an enlarged Community 

should concern itself with the lessons to be drawn flrom bitter ex¬ 
perience rather than with the encouragement of further big inter¬ 
national civil projects-” 

The report reaffirms one of the conclusions of the OECD’s re¬ 
cent series of studies on the technological gap — that it is not in 
inventiveness that Europe lags behind the USA but in the ability 
to exploit new ideas commercially. In the USA new techniques 
are applied more quickly than in Europe. The report^ acknowledges 
that US investment has transferred to Europe much trans-Atlantic 
science and technology, and in certain areas it would be sensible 
for Europe to import US technology rather than seek to compete, 
but adds that it would be unwise for Europe to rely too heavily on 
imported know-how. Europe needs an independent research and 
development effort of its own. for the complexity of modern tech¬ 
nology is such that, even if licences to produce advanced techno¬ 
logical products are obtained from the US, the knowledge required 
to operate them successfully is considerable. 

The report concludes that industrial advance depends on in¬ 
creasing efficiency, particularly in the middle range of pianufac- 
turing such as machine tools, and motor vehicles and that the im¬ 
provement of technology in these less flamboyant areas depends 
on the marker and upon private initiative^ rather than government 
spending. (My italics ?— as you rightly guess !). 


U. S. INVESTMENTS IN EUROPE 

E. B- BROOK 


VIENNA : 

AMERICAN financial enterprise continues to worry Europe 
quite as much as devaluation and their effects. The continental 
banks and exchanges have been very little reassured by adoption 
by the US Federal Reserve Board of its new regulations imposing 
reserve requirements on borrowing of Eurodollars by US banks. 
These borrowings have, in the last six months, been so heavy that 
they have forced up interest rates in Europe to 10, 11 and 12 per 
cent, rates which the richest European banks find it uneconomic to 
support. 

From September 4 Eurodollar borrowings by US banks above 
a base period — the four weeks ending May 28, 1969— will start 
counting in the regular four-week reserve computations period. 
While US banks have reacted unfavourably to this regulation they 
do not expect it to have any serious impact on their activities. For 
the same reason, the European bankers remain unreassured and 
fearful of having to conduct even more expensive business. 

But Eurodollar borrowings are not all. The whole of western 
Europe — even the more unlikely comers such as northern Scan¬ 
dinavia and southern Italy — is swarming with American sales¬ 


men of US mutual funds whose competitiveness is worrying even 
the United States government. The aim of these US mutual funds 
is to achieve aggressively ever more success, ever more earnings 
in interest and growth in capital. The attraction to the cautious, 
suspicious but greedy European small investor is considerable and 
a large sum in small European savings has been moving over to the 
United States. This capital movement is now so considerable that 
an increasing number of European governments are either taking 
or have taken steps to control the activities of these thrusting, 
polyglot American investment salesmen. 

The actual extent of their inroads into the small European 
capital market that is the backbone of many continental banks 
(whose number is astonishingly large and capital basis often of no 
more than medium impressiveness) is not easy to discover precise¬ 
ly because only federal Germany maintains official statistics of 
small-scale foreign sales, however exteinsivo they may be. 

But the German statistics on this subject have shaken the na¬ 
tional banks in Austria, Switzerland, Belgium, Italy and other 
countries into a very watc^ul attitude. The German Bundes¬ 
bank Review for July shows a tremendous jtanp in foreign mutual 
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cv^ though transactions of under DM 500 are not 
recorded, between I960 and 1964 such foreign mutual sales 
in West Germany varied from DM 20 million to DM 50 million 
annually. By 1963 they were moving upwards and by last year 
had Increased more than threefold to DM 948 million. 

Although West Germany, being the richest selling area, is 
imbably the potnt of most intense American sales concentration, 
there haa been plenty of this activity also in such countries as 
Belgium, Italy, Switzerland and Austria. Total sales in west 
Europe last year are estimated at about DM 2000 million, or 
$ 500, million. 

Tbeoretfcal Support 

This is big business and makes the sales of mutual funds one 
of the major vehicles for private capital movements across frontiers 
in Europe and out of Europe. Although most governments have 
given theoretical support to the idea of free capital movement, in¬ 
cluding free private portfolio investment, and although the con¬ 
tribution that international mutual funds can make to the deve¬ 
lopment of an international capital market has been officially 
acknowledged, reaction in practice is very different -* aiming at 
national protection by restriction. 

West Germany has now introduc^'d regulaUons subjecting 
foreign mutual funds to the same administrative requirements as 
domestic ones; Austria, Italy and Norway have moved more 
restrictivHy and Belgium nod Sweden have announced their 
intention of introducing discriminutoiy legislation. 

The success of US.piutual funds in Italy is probably du*^ to the 
narrowness of the national investment market, but the Italian 
restrictions are part of its general programme to curb capital 
outflows. They stipulate that only funds approved by the go¬ 
vernment may be sold to residents and all those authorised so far 
have invested half their assets in Italian securities or undertaken 
to do so. This may involve Italy in pushing its relatively small 


capital market up to uniealistic levels and become a source of ins* 
tabiJity rather than the reverse. 

Austria has banned the sale of foreign mutual funds which con¬ 
tain any unlisted securities in their investment portfolio. The 
Norwegians have attacked selling techniques rather than the mu¬ 
tual funds themselves and no Norwegian may now buy funds ail 
of whose management foes are taken out of the initial payment. 
The French, experts at regulation, keep door-to-door salesmen 
off the streets and the Belgian and .Swedes threaten action but 
hav^ not disclosed their intentions. 

All the governments acknowledge that their actions arc con¬ 
trary to their acceptance of the OECD’s liberalisation code 
but claim they must act defensively to protect their balances of 
payments. Mutual investments can also bo vehicles for tax evasion 
and, in any case, reduce the often narrow' domestic capital market. 

Not least of the considerations is the large-scidc sale of these 
American commercial investments to small-scale investors as a 
very considerable diminution in investment potential in local 
financial undertakings, especially in national and provincial 
bonds. It would be unrealistic to ignore the fact that, now that 
general prosperity has been restored in Europe, the outside funds 
salesman is unwelcome, regarded as an invader and as a menace 
to local resources. 

But American salesmanship has succeeded, partly through 
insufficient European watchfulness, in making such inroads into 
the European small investment market that they have become a 
reason for genuine worry in several countries. Not least of the 
anxieties is what will happen to the investors should some of these ^ 
US mutual companies one day cease to be so dazzlingly success¬ 
ful, worse still if they should fail. The same concern lurks in 
minds in Washington and it is not impiobable that tho US ad¬ 
ministration, though it is unlikely to admit it, welcomes some of 
the measures of tighter capital control adopted by the Italians 
and other Europeans. 


EASTERN ECONOMlSt 


NEW FEATURES OF SOVIET ECONOMIC REFORM 


LEONID POKARSKY 


THE economic rcfo*m in the USSR which was launched thrcc- 
aod-a-half years ago is taking into stride more and more branches 
of economy in the USSR. The new conditions of planning and 
economic incentive already dominate the industry and arc being 
successfully introduced into other spheres of the Soviet economy. 
This complex work has not yet been completed but its beneficial 
effect on tho national economy is visible already. 

The chief departments of the ministries are being converted to 
new lines of operation, and industrial associations arc being or¬ 
ganised on the self-accounting basis. 

A favourable .system is being created for a more complete 
combination of the centralised state management with a broad 
economic initiative of the enterprises and organisations. And 
this is the best way to raise the efficiency of highly developed 
socialist commonly-owned production. 

The regulations concerning the deliveries of industrial tech- 
nitAl pro<!)icts recently endorsed by the USSR Council of Mi- 


On July 1, this year ‘‘regulations concerning deliveriea of In¬ 
dustrial and technical products’’ came Into force in the USSR. 
The regulations provide for long-term direct contracts bet¬ 
ween suppliers of industrial and technical products and their cUeids. 
In cose the supplies are delayed the client can deduct a percen¬ 
tage of the value of contract. The Introduction of indemnity clause 
Is aimed at Improving the economic relations. Tho author of this 
article, who is on the USSR State Planning Committee Research 
Institute, explains the significance of new regulations. 


nisters arc aimed at a further penetration of the reform. The 
regulations came into force on July 1 simultaneously with the 
new ^’regulations on consumer goods deliveries,” 

The Soviet economy has tremendous physical and technical 
resources at its disposal. The new regulations direct the cntcjrprises, 
organiaatiores, and supply and delivery agencies to make a mote 
effective use of the raw materials, semi-finished goods and comp- 
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Icnrntary pans (articles that arc part of a complete set). 

The regulations deal with the deliveries of all products which 
arc required to meet the needs of production and technology— 
both the products which arc distributed in a centralised manner 
owing to their importance and the goods which are sold directly 
by agreement between enterprises. Agreement between suppliers 
and consumers wj|| be the main document defining the rights 
and commitments of the contractors and their financial responsi¬ 
bility for the fulfilment of reciprocal obligations. 

The regulations provide for the extension of eOeclivc direct 
and prolonged economic lies between suppliers and buyers. The 
contractors base their relations on the most favourable and expe¬ 
dient terms of dclivco'. Manufacturers and consumers sign 
direct agreements when their industries closely co-operate with 
one another and have lasting lies. 

Better Co-operation 

Thus, the economic relations are brought closer between the 
enterprises, enabling allied industries better to co-operate. How¬ 
ever, even if an intermediary “ a delivery depot— stands between 
the manufacturer and the consumer, the cfTeclivcness of economic 
contacts is not impaired. The delivery depot is also o*‘giiniscd 
on the self-accounting basis since it signs contracts and is financially 
responsible for their execution. Therefore, the personnel of this 
delivery agcnc>' is interested in a quick and accuiatc servicing of 
the factories. 

The development of factory initialivo is secured by the fact 
that in keeping with the spirit .and letter of the new regula¬ 
tions the industrial buye»s arc attached to suppliers for a 
long period within limits of the operation of the five-year plan. 
This will contribute to the extension of specialisation and co-ope¬ 
ration in production, f faving constant business contacts, allied, 
enterprises will have more opportunity to calculate and inter¬ 
connect their production programmes. 

The regulations underline that each party must fulfil its coni- 
niilmcnts under the contracts in a most economical way for the 
socialist national economy and render all possible assishince to the 
other party. Such relations are cliaractrristic only of the socia¬ 
list economy which is based on public ownership of the means of 
production. 

Adherence to discipline in economic relations between the 
socialist enterprises is ^‘nsured not only by the community of their 
interests; that is natural. Very weighty economic leveis which 
rajs'* the financial responsibility of production collectives for the 
fulfilment of economic pledges also come into play. The new 
regulations lay dowTi that in case of a delay in deliveries up to 10 
days the supplier will have to forfeit to the extent of three per cent 
of the amount of contract and an additional five per cent of the 
value of the contract if the delay is more than 10 days. If the 
contract commitments are violated in dealings with enterprises 
which operate under extremely rigorous conditions, for example, 
in the Far North, the amount to be forfeited is 50 per cent higher. 
Other financial sanctions against violations of economic contracts 
are provided, too. The fines paid out by the enterprises and or¬ 
ganisations are taken from their ptofits and, consequently, their 
encouragement funds are reduced. This means that every working 
man, the entire personnel of an enterprise, is interested in strictly 
abiding by contract provisions. 


remember the teacher 
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WHILE Mr Nijalingappa has had to retreat 
to Nandi Hills to nurse his low blood pressure, 
Mrs Indira Gandhi's brief holiday in Kash¬ 
mir must be pure relaxation. For. I had 
never seen the Prime Minister look better 
or fresher than in the past few days. Mrs 
Indira Gandhi, indeed, seems to have shed 
off years and may well be described as the 
youngest of the “Young Turks'*. Political 
brinkmanship, evidently, is what the doctor 
prescribed for her. 

I wonder how many of Us are really aware 
of the profound change which is taking place 
in the quality of our democracy. Whether 
one likes it or not, the unpleasant fact has to 
be faced that the essential personality of 
parliamentary institutions is being steadily 
undermined through the interpolation of 
blatantly demagogic attitudes into the con¬ 
duct of government. It is not only the Cong¬ 
ress president who is or should be wcTried 
over the conscious cultivation of the persona¬ 
lity cult which has been the most significant 
feature of the power struggle waged by the 
Prime Minister. Given the risk of political 
immaturity inherent in adult franchise in a 
deeply poor and largely illiterate country, 
the discipline going with the responsible 
functioning of organised political parties 
within the framework of representative 
government can be discarded only et the 
nation's peril. 

One of the valuable products of the course 
of political alTairs over the past 22 years has 
been the slow education of the electorate? into 
habits of voting for the programmes of 
political parties rrther than for the persona¬ 
lities who may be dominating one or the 
other of these parties. This has been true 
despite the charismatic quality of Jawaharlal 
Nehru’s leadership. Even in his case, the 
popular adulation he enjoyed was more a tribute 
paid by a newly independent nation to one who 
had been the most glamorous figure of its 
freedom struggle than a blank cheque given 
to him to rule as he liked. It is worth recording 
that, almost on all occasions w hen it did happen 
to matter, his policies and actions did come 
under critical scrutiny at various levels of 
opinion. Even at the height of his power he 
could not or did not claim to be above criticism. 
This Was a measure as much of his authenticity 


as a de nocrat as of the success cf the processes 
of political education of the nation. 

Things are now changing. Lesser people 
are daring to claim an infallibility which no 
democratic political system can concede to 
them and yet survive. Wc arc now vvitness to 
the sad and strange spectacle of critics of the 
government's controversial economic measures, 
such as the nationalisation of commercial 
banking, being labelled as enemies of the pcoplr. 
Worse still, wc have now been called upon to 
i gree that Mrs Gandhi’s “stray thoUiihts hurried¬ 
ly dictated” are some kind of a political Holy 
Koran by which all true believers must swear. 
Meanwhile, notice has been publicly served on 
ministers at the centre th..* a^y debating of 
the Prime Minister’s socio-economic proposals, 
even within the cabinet, would be treeted as 
indicative of mental reservations on the part of 
the debater about ihc accepted ideological 
postulates of the ruling party ;is interpreted by 
its sole prophet, v/r., the Prime Minister. 

An effort of sorts is. of course, being mrde 
to rationalise this enthronement of demagogy 
as a principle of government. Mrs Gandhi 
has sought to iustify her claim as Prime Minister 
to supreme authority in party and govermnent 
by arguing that this supremacy is basic to our 
democratic political system and that ii is only 
in communist countries that a gevernment 
is subordinated to the party. Here is a quibble 
imworthy even of Mrs Gandhi. She knows well 
enough, I am sure, ih:it in a communist sys¬ 
tem the government is ilie party and vice vena. 
The question of either of them being subordinate 
to the other, therefore, simply does not arise 
in such political systems. As a matter of fact, 
what Mrs Gandhi now seems to bo engaged in 
attempting is to dcstro> the distinct identities 
of party and government and in their place 
establish a monolithic political machinery 
wholly controlled by tlie Prime Minister. 

* * 

Despite the anti-climax of the so-callcd 
“unity” resolution in the Congress Working 
Committee, the basic political reality of a 
power struggle docs continue in the party. 
Mrs Gandhi, no doubt, has won battle after 
battle, but the war goes on. It is not necessarily 
a cold war either for passions still run high. 
Mrs Gandhi, for her part, is certainly in no 
mood to let sleeping dogs lie. Her appeal to 


individuals or groups, which have defected 
from the party, to return to the fold and her 
assurance to “like-minded*' politicians that 
tlicy arc welcome to do battle for the good 
cause are certainly not calculated to restore 
confidence in her among those sections of the 
Congress party which have every reason to 
believe that Mrs Gandhi's bid for supremacy 
in the party and the government imperils their 
political existence ns effective Congressmen. 
I, for one, would like to know whether even 
Mr Chavan is enthusiastic about the possibility 
of Mr V. K. Krishna Mcnon’s return to the 
good old party. 

* * 

It would be naive, of course, to regard that 
the government's decision to appoint an investi¬ 
gation commission in pursuance of the two 
reports made by the Dutt committee on indus¬ 
trial licensing as a victory for certain individual 
members of the Congress party, who have been 
pressing for such an inquiry, particularly from 
the floor of the R^jya Sabha. It has been 
evident from the beginning that this agitation 
for an inquiry was part of a larger political 
manoeuvre with which are also connected 
the developments in the government and the 
Congress party since the Faridabad session. 
Mrs Gandhi, it may also be pointed out, had 
virtually hinted at such an investigation in her 
famous note to the ATCC session in Bangalore. 

I, for one, had always believed that the actual 
government deci.sion on the issue of an inquiry 
of this kind was unlikely to be taken on merits 
and that an inquiry was bound to be held when 
it became politically profitable for certain 
individuals or groups in the central govern¬ 
ment or the Congress party to order one. 
After all, the investigation of business bouses, 
against whom a certain amount of popular 
prejudice has already been worked up through 
skilful propaganda cleverly organised at the 
highest levels in government, is bound to bo 
one of the easiest means of advertising the 
socialist conscience which the Prime Minister 
has now chosen to wear on her sleeves. Slo¬ 
gans about bank nationalisation having begun 
to grow stale, widows and orphans must now 
be given something new to be grateful for and 
to rally round their crusading Prime Minister. 
When the ancient Romans invented circuses, 
they could hardly have imagined how enduring 
their invention was going to be. 


V. B, 
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PROBLEMS OF TEXTll.E IIWUSTRY 

THE problems of the textile industry and 
trade were discussed at a recent meeting of 
the Consultative Committee of Parliament 
for the Ministry of Foreign Trade and 
Supply. Mr. B.R. Bhagat, Minister of 
Foreign Tiade and Supply, presided. 
Members referred to the UK government’s 
decision to impose a 15 per cent tariff on 
textile imports into that country from 1972. 
Mr. K.B. Lall, Secretary to the Ministry 
of Foreign Trade, outlined a three fold 
approach which the government proposed 
to pursue in this regard : ^i) to secure 
modification of the UK government’s 
stand; (ii) to secure an international policy 
for textiles favourable to the developing 
countries; and (iii) to develop the competi¬ 
tive capacity of the textile industry in this 
country as among the developing countries. 
The problems relating to modernisation in 
textile industry were also considered. 
The committee was of the view that the sum 
of Rs 180 crores, as suggested by the work¬ 
ing group, is inadequate for modernising 
the textile industry of the country. The 
consensus was that, to the extent possible, 
funds available for modernisation should 
be concentrated on a selective basis on the 
export-oriented units. 

The committee noted that the quality 
of textile machinery manufactured indi¬ 
genously had to be raised. The minister 
inform»'d the members that the Textile 
Inspection Council would soon take up 
inspection work in regard to the textile 
machinery. The good offices of the 
Textile Commissioner would also be 
available for parties in regard to any com¬ 
plaints of defective machinery. 

FALL IN RAILWAY ACCIDENTS 

The Railway Accidents Inquiry Commit¬ 
tee headed by Mr. K.N. Wanchoo, retired 
Chief Justice of India, has, in its second 
and final report, stated that during the 
last six ycais there has been a fall in the 
number of train accidents to the extent of 
44 per cent. The number of accidents 
during 1968-69, according to the commit¬ 
tee, was the lowest. For this the committee 
has given credit to all categories of staff 


and to the technological aids introduced as 
well as to the safety organization of the 
Railway Board which played a vital role 
in enhancing the elements of safety in rail 
travels in recent years. The committee 
has stressed that the safety organization 
should continue to perform this useful role. 
The report contains suggestions for further 
reducing accidents on the Indian Railways 
and making rail travel safer. It has sugges¬ 
ted conversion of the Railway Board into 
an autonomous statutory corporation to 
insulate the organisation from outside 
influences. 

TRANSIT FACILITIES IN CALCUTTA 

A series of measures for optimum use of 
the capacity of existing mass transit facili¬ 
ties and preventing further deterioration 
of traffic situation in the metropolitan area 
of Calcutta has been recommended re¬ 
cently by the Metropolitan Tiansport T'^am 
of the Planning Commission. One of the 
main measures suggested is the construc¬ 
tion of an electrified suburban dispersal 
line from Dum Dum to Prinsep Ghat and 
also the Salt Lake area to enable commuters 
to reach their places of work directly from 
the northern suburbs. In addition, a 
high-capacity rapid transit system for intra¬ 
city movement has been suggested, and a 
techno-economic feasibility study proposed 
for selecting the type of transit system suit¬ 
able for the metropolitan area. It is also 
stated that the techno-economic feasibility 
study should be undertaken by the railways 
in collaboration with the Metropolitan 
Transport Team and West Bengal State 
Study Group. 

FORWARD TRADING IN GROUNDNUT 

The Forward Markets Commission has 
granted permission to the concerned re¬ 
cognised associations to commence trading 
in non-transferabJe specified delivery 
contracts in groundnuts and ground¬ 
nut oil for deliveries up to Septem¬ 
ber 30, 1969. Announcing this, a press 
note issued by the commission in Bombay 
recently stated that purchases under these 
contracts, which,, together with the stocks 
held by the purchaser, exceed his six weeks’ 
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requirement, are subject to payment of 
margins at the rate of Rs 1,000 per todne for 
groundnut and Rs 2,000 per tonne for 
groundnut oil. 

AGRICULTURE COMMISSION 

The union cabinet has approved a pro¬ 
posal to set up a national commission for 
agriculture. The Minister of State for 
Food, Mr A. P. Shinde, revealed recently 
that a notification setting up the commis¬ 
sion would be issued and the terms of 
reference of the commission would bo 
‘‘very compiehensivc”. 

NAPHTHA THROUGH PIPEUNE 

For the first time naphtha, a petroleum 
product produced by Barauni refinery in 
the public sector, will soon be delivered 
at Kanpur, a distance of 670 kms, through 
pipeline transportation. Hitherto naphtha 
from Barauni has been moving by rail to 
Sindri, Rourkela and Gorakhpur. Indian 
Oil has created a pipeline network to ensure 
steady and economical movement of petro¬ 
leum products from its refineries to the 
consuming centres. The naphtha is being 
consumed by the Indian Explosives’, ferti¬ 
lizer plant at Kanpur. Barauni is also 
connected by a pipeline to Haldia, a 
distance of about 530 kilometres. So far 
these pipelines have been carrying motor 
spirit, kerosene and high speed diesel. 
Indian Oil hopes to supply through pipe¬ 
line naphtha required for the Durgapur 
fertilizer plant some time next year. 

NAPHTHA FOR JAPAN 

The Madras Refineries has begun to export 
naphtha. Under a contract concluded with 
Japan, a quantity of 17,000 tonnes of 
naphtha will be exported to that country. 
When the refinery reaches full production 
of 2.5 million tonnes a year, nearly 
300,000 tonnes of naphtha will be available 
for export. At present, the refinery turns 
out approximately 17,000 tonnes of naphtha 
every month. The idea is that the naphtha 
turned out by the Madras refinery will be 
used to feed the Madras fertiliser factory 
when it comes up. Till the fertiliser unit 
goes into production, the Madras refinery 
proposes to export the surf^Ius. The first 
export consignment was shipped recently. 

INDIA-IRAN VENTURE 

Iran and this countiy propose to colla¬ 
borate in the setting up of a transport 
equipment manufacturing plant at Ar^ m 



A deiegatioo, consisthlg of Mr 
Amdiijcti Singh, Joint Diwctor, iJevelop- 
fnent. Railway Board, and Mr R. Subra- 
maniam of Jossop and Company visited 
Teheran for detailed talks with the 
Industrial Development and Renovation 
Organisation of Iran. The pioposed plant 
will produce various transport equipment, 
including railway wagons. 

RAILS FOR BURMA 

The fifth consignment of rails made by 
Tata Steel for the Union of Burma Rail¬ 
ways was loaded in Calcutta recently. 
Tata Exports ncgotii*led this 
agreement valued at Rs 6.8 crorcs for u 
total order of 78,000 tonnes of rails made 
by Tata Steel and a wide ran:ic of railway 
equipment manufactured by Hindustan Iron 
and Steel Company, Bum & Co., Guest 
Keen, Williams and Alcock Ashdown 
on deferred terms of payment extending to 
4} years. The five monthly shipments 
make a total of 10,000 tonne; of TISCO 
rails so far despatched for the Union of 
Burma Railways. 

MANUFACrURE OF COLOUR FILMS 

The Hindustan Photo Films. Ooty, hope'* 
to produce raw colour^phofo films in col¬ 
laboration with Kodak. A dcci'^ion on the 
project, estimated to cost between Rs 25 
to 30 crorcs, will be taken after a visit 
of Kodak's top executives to this country 
in about two months, to satisfy themselves 
on the feasibility and profitability of the 
venture. The three-man delegation, led 
by Mr Haishad C. Kothari, Chairman of 
the HPF, returned to Madras lecently 
after talks with Kodak in the USA, Italy 
and East Germany. Stating that Kodak 
had evinced interest in collaborating, Mr 
Kothari indicated that the delegation had 
made it clear to Kodak that govern¬ 
ment was keen that technical know-how' 
in any collaboration venture should, in 
course of lime, pass on to technicians of 
this country and that the quality should 
not suffer. 

LABOUR PRODUCTIVITV IN JAPAN 

As a result of increased labour saving 
investment, labour productivity in Japan 
increased by 14 per cent in 1968 compared 
to the previous year. Mentioning this, a 
white paper on labour, recently published 
by Japan's Labour Ministry, stated that 
leuglar working hours decreased by 

iwf cent, while overtime working hours 
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. remained at the same level as 1967. Ac¬ 
cording to the white paper, consumer 
spending increased by 11.4 per cent in 
nominal terms, :md 5.S per cent in real 
terms. Employees’ living standards im¬ 
proved despite u rise in consumer prices, 
their average income rising by 11.3 per cent 
in real terms. Relative peace marked 
labour-management relations during the 
year, though labour disputes brok^ out 
more frequently than in 1967. 

FOOD OUTPUT BY 1973 

This country is expected to produce 
129 million tonnes of foodgruins by 1973-74. 
Similar increases have also been cnvisagcvl 
in many other crops including oilseeds and 
>ugiircane, cotton, jute and other commer¬ 
cial crops. The strategy for achieving 
production targets was primarily dependent 
on intensive agricnliurc with other com- 
pononis. 

.AGRICULTURAL MARKETING 

Problems relating to the marketing of 
agricultural products in the changing con¬ 
text of bumper cri>ps as a result of the 
successful implementation of the new 
agricultural policy was discussed by tlic 
thrcc-day conference on agricultural mar¬ 
keting which began in New Delhi on Se|v 
tember 2. Mr Jagjivan Ram. Minister for 
Food, Agriculture, Community Develop¬ 
ment and Co-opcraiion, inaugurated the 
conference. The urgent need to link up 
marketing reform with production plan¬ 
ning. allied problems lik*.' establishment of 
new markets, providing all weather feeder 
roads, more storage space, more and better 
processing units in the intensixe develop¬ 
ment areas were discussed in the conference. 
The programme to establish more regula¬ 
ted markets in areas where they do not 
exist at the moment, and measures to 
expand grading facilities under Agmark 
and to strengthen the existing marketing 
intelligence organivaiion, were also dis¬ 
cussed. 

ALUMINIUM PLANT AT RATNAGIRI 

The Bharat Aluminium Co. will be 
constructing a large integrated aluminium 
complex at Ratnagiri in Maharashtra. 
The 5(),000-ionne project envisages mining 
and utilisation of about 50,000 tonnes of 
aluminium metal and bauxite per annum 
from the nearby Udy.iri and Dhangarwadi 
deposits in the stale. This is in addition 
to the 100,000-tonnc capacity alumium 
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metal plant at Korba in Madhya Rrgdteh. 
An ugreeoKnt to act as the technical con¬ 
sultant for the planning, projecting, design¬ 
ing, engineering, construction and opera¬ 
tion of the Koyna aluminium project at 
Ratnagiri was signed in New Delhi recently 
between Bharat Aluminium Company Ltd 
and Chemokomplex, Budapest, Hungary. 
According to the terms of the agreement^ 
the planning and designing will be carried 
out with utilisation of indigenous engineer¬ 
ing services, equipment and other manu¬ 
facturing facilities. 

U.S. AID 

The US economic aid to this country 
has crossed the 9,000 million (Rs 6,750 
crores) mark. This is revealed by a fact 
sheet on US economic assistance to India 
issued by the US Embassy in New Delhi. 
US aid commitments to this country since 
1951 now total 8 9,027.6 million 

(Rs 6,770.70 crores). The report revealed 
that the United States extended more econo¬ 
mic assistance to this country than to any 
of the more than 100 nations which have 
been aided by US since the end of the 
World War 11. Major American aid deve¬ 
lopments during the past six months in¬ 
clude the conclusion of a PL 480 agree¬ 
ment under which the United States is 
supplying, on concessional terms, 400,000 
tonnes of footlgrains, 100,000 bales 
of cotton, and 40,000 tonnes of soya¬ 
bean oil. A significant event in the field 
of family planning during the past half- 
year was the launching of a large-scale 
US-financed expansion of tlie programme’s 
automobile fleet. The fleet will provide 
greater mobility to family planning teams 
in rural areas. 

INDUSTRIAL iMlS IN MAURITIUS 

Mr V. Ringadoo, Finaiicc Minister of 
MauiuiuN. slated recently in Bombay 
that Mauritius has good scope for new 
industries such as tea and textiles and 
some industrialists from this country 
propose to establish such units. The 
Mauiiiiiis governiiicnt is oflering incentives 
such as a tax holiday ioi five to eight years, 
concessions in the import of machinery 
and raw’ materials and the appointment 
of managerial and technical men. He added 
that entrepreneurs from this country could 
join their counlcrparls in Mauritius to 
set up industrial units. The Development 
Bank there also promises help to indu&* 
trialists. 



450 


EASTERN ECONOMIST 


G>mpany Affairs 


KIRLOSKAR OIL 

MR S. L. Kirloskar, Chairman, Kiilo^kar 
Oil E'ngines Ltd. stated at the annual 
g<*neral meeting held recently that the 
Government of Maharashtra has included 
3 HP Kirloskar engines in its approved 
list for Tagai loans. This, in a way, is a 
recognition of the good quality of Kirloskar 
engines. He added that the recent maiket 
surveys reveal Kirloskar engines for pump¬ 
ing sets as first choice of agriculturists. 
The activities of hearing division were 
also encouraging during 1968-69 and sales 
of bearings increased by 32 per cent over 
the previous year’s level. He added that 
white metal strip plant has gone into 
production and is meeting full demand of 
the company so that imports of the strips 
have been stopped. As a next step, the 
company has set up and commissioned its 
tin aluminium bi-metal strip plant in April 
this year. The company also proposes 
to establish copper lead bi-mctal strip 
plant which is likely to be commissioned 
in April 1970. This will further make the 
company independent of impoiis. 

Mr Kirloskar pointed out that the 
export performance of the company has 
improved and some new markets have 
been developed last year. The company 
has appointed agents in new areas and has 
taken up the work of establishing sales 
offices in some places. The company has 
also submitted proposals to manufacture 
diesel engines in Malaysia and some other 
.countries. 

In order to improve the performance of 
the company, computers have been put 
into use by Kirloskar Oil Engines. Mr 
Kirloskar pointed out that the use of 
computers in the administrative office 
of the company is likely to cope with the 
increasing accounting work. The corr- 
pLitors have helped in implementing ex¬ 
pansion schemes w'hich have resulted in 
more employment and more production. 
This, in a way, proves that the use of com¬ 
puters does not lead to reduced employ¬ 
ment. He added that at the time when 
computers were put into use, the employees 
in the company were 2,923. In the last 
two years, when computers have been 


working, the number of employees has 
risen to 3,701. This clearly shows that 
computers help in the maintenance of 
improved efficiency and not necessarily 
cause unemployment. 

F.C.I 

Mr Satish Chandra, Chairman and 
Managing Director of Fertilizer Corpora¬ 
tion of India Ltd, stated at the annual 
general meeting held lecently that the 
company made a gi‘oss profit of Rs 15.56 
crorcs during the year 1968-69. The 
turnover of the corporation stood at the 
record figure of Rs 48.79 crores, as against 
Rs 39.25 crorcs last year. He indicated 
that the performance of Nangal unit w’as 
comparatively good with an output of 
77,310 tonnes of nitrogen which meant 
the utilisation of neatly 96.6 per cent of 
the rated capacity. The Trombay unit 
also made considerable p'^ofit during the 
year against a substantial loss Iasi year. 
He added that two new units at Gorakhpur 
and Namrup started production from 
January 1, 1969. The Gorakhpur plant 
also has recorded progress during the 
trial runs and commissioj^ing period. Mr 
Satish Chandra pointed out that besides 
these five factories, four major additional 
projects are under constuction at Durga- 
pur, Barauni, Sindri and Namrup, where 
progress has been quite satisfactory. 

The chairman indicated that engineering, 
design and procurement of supplies and 
equipment for all these projects under 
implementation has been assigned to the 
Planning and Development Division of 
the corpoi-ation. He added that the 
Planning and Development Division in 
fact has been able to sell some of its cata¬ 
lyst to Bulgaria. Mr Satish Chandra 
stated that foreign exchange finance for 
the expansion project at Trombay is being 
considcied by the US Agency for Interna¬ 
tional Development. Similarly, the Nangal 
expansion project expects financial assis¬ 
tance from the World Bank. He added 
that the company has three more proposed 
coal based plants at Ramagundam, Talcher 
and Koiba. He added that the feasibility 
report for Haldia is also being finalised. 
Some of these projects, he pointed out, 
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are likelyr to be taken up during 196^ 
and 1970. In this manner, the Fertiliser 
Corporation is fast increasing its sphere of 
performance and improving its level of 
efficiency. 

DELHI CLOTH MILLS 

The Dcllii Cloth and General Mills Co. ’ 
Ltd has declared an ordinary dividend of 
12 per cent on the increased capital for the 
year ended June 30, 1969, it is learnt. The 
company paid last year a dividend of 6 
per cent and issued one bonus share of 
Rs 25 each for every ten fully paid ordinary 
shares. The company is understood to 
have made a higher gross prqfit against 
last year's figure of Rs 6.56 crores, but a 
higher provision for development rebate^ 
reserve at Rs 7.16 crores has turned it into 
a net loss of Rs 3.18 lakhs. No provision 
has been made for taxation against Rs 1.50 
crores last year. 

SLTLEJ COTTON 

The directors of Sutlej Cotton Mills 
Ltd have proposed an equity dividend of 
Rs 1.30 per share of Rs 10 each for the 
year ended March 31, 1969. The dividend 
is payable on a higher capital of ^s 105 
lakhs against Rs 15 lakhs resulting from 
the issue of bonus shares last year in the 
ratio of six new shares for every share 
held. The equity dividend in 1967-68 
was Rs 8.57 per share of Rs 10 each. Total 
distribution of dividends will thus be higher 
at Rs 13.65 lakhs as against Rs 12.85 
lakhs last year. The company's woiking 
during the year has resulted in a lower 
gross profit of Rs 45.32 lakhs compared 
to Rs 60.49 lakhs in the previous year. 
After providing Rs 6.53 lakhs for deprecia¬ 
tion, Rs 13,000 for development rebate 
reserve and Rs 12.15 lakhs foi taxation, 
the net profit works out at Rs 26.51 lakhs. 
The directors have transf^ried Rs 12.86 
lakhs to general reser\'C. 

TATA IRON 

Mr J. R. D. Tata, Chairman of the 
Tata Iron and Steel Co. Ltd, stated recently 
that the company’s production during the 
first four months of the current year was 
better by about 40,000 tonnes. The total 
revenue for the entire year will be higher 
because of increased production and sales. 
The fact that the company will have the 
benefit of a price increase of Rs 40 per tonne 
for the entire year against eight months 
last year will also account for a larger 



titfnovcr* The costs have, how’ever^ conli- 
nued to rise. Prices of coal and the incidence 
of dearness allowances have risen. The 
total increase in costs in J968-69 was Rs 22 
per tonne, and the rise this year is expected 
to be around Rs 8 per tonre. The com¬ 
pany has already urged the govemmePt 
to grant a fresh price rise of Rs 116 per 
tonne to offset these factors. Steel plants 
in the public sector have also made a 
similar pica, he added . 

The company be pointed out, could 
give a small bonus of say one share for 
every ten shares held but there could be 
hardly any point in a bonus issue if the 
company could not pay a dividend from its 
current earnings and had to diaw a larger 
amount from reserv'^s. Mr Tata noted 
the change in the coiint**y’s political climate 
and wondered if socialism meant nationa- 
alisation. He felt that the government 
was not inclined to take over old plants. 
There did not appear to be any point or 
purpose in nationalising steel industry. 

Meanwhile the management is constantly 
exploring the possibility of making new 
products. The company has already been 
manufacturing special steel and the pro¬ 
duction is expected to> rise in future. At 
the same time, it has plans to spend about 
Rs 120 crorcs over the next five years on 
replacement and renovation which would 
include steel melting shops and blast 
furnaces. A sum of about Rs 35 croies 
will be spent on installing new capacity 
for rolled products. Ihc company lost 
about Rs 70 lakhs last year on cxpojts 
which are expected to rise this yeai to about 
10 per cent of the total production. 

PREMIER'TYRrS 

The directors of Piemicr Tyres Lid 
have proposed a higher equity dividend of 
10 per cent for the year ended March 31, 
1969, against the maiden dividend of six 
per cent paid for 1967-68. The working 
of the company during the year has resulted 
in a lower gross profit of Rs 79.41 lakhs 
against Rs 96.68 lakhs for 1967-68. The 
company’s sales have declined to Rs 9.07 
cror^ from Rs 10.12 crores. The fall in 
sales and profits has been attributed to the 
prolonged strike during the year. The 
directors have provided Rs 21.85 lakhs 
for depreciation, leaving a pre-tax profit 
of Rs 57.57 lakhs. A sum of Rs 25.07 
lakhs has been provided for development 
rebate reserve and Rs 60,000 for taxation. 


After bringing in Rs 9,998, the disposable 
profit amounts to Rs 32 lakhs. The direc¬ 
tors have transferred Rs 31.90 lakhs to the 
general reserve. The proposed equity and 
preference dividends amounting Rs 19.22 
lakhs will be paid out of tlie general 
reserve. 

The company's working so far in the 
current year has been quite satisfactoiy 
with monthly production of about Rs 1,20 
crorcs. Its sales in the first four months 
of the current year have amounted to 
Rs 2.73 crores. It expects to achieve 
a turnover of Rs 13 ciorcs during the 
current year. The company has received 
a letter of intent for doubling the capacity 
of its Kerala plant from 300,000 tyres to 
600,000 lyres per annum. The expansion 
is estimated to cost Rs 5.5 crores and will 
be completed in about thieo years. The 
company has applied to ih#* government 
to set up a new' plant in Gujarat for the 
manufacture of 300.000 automobile tyres 
per annum. This project is estimated to 
cost Rs 4.5 crores. 

INDO-SWEDISH PIPE 

Indo-Swedish Pipe Manufacturers Ltd 
entered the capital market on August 25, 
1969, with an ofier of Rs 10 lakhs divided 
into 10,000 (9.5 per cent) redeemable 
cumulative preference shares of Rs 1(K) 
each at par. The authorised capital of . 
the company consists of one crorc rupees 
(Rs 75 lakhs equity and Rs 25 lakhs pre¬ 
ference). An amount of Rs 35 lakhs 
stands as the paid-up capital (entirely in 
equity shares). The subscription list was 
to closf' on Septcmbei 2, 1969, or earlier, 
but not before Au^mist 28, 1969. The 
entire public issue ol Rs 10 lakhs has been 
underwritten. This company was estab¬ 
lished as a collaboration between A. Akers 
Styckebruk of Sweden through Mr O. J, 
Bach and Mc.ssrs. I’rakosli Engg. Co. and 
Rolling Mills. The plant is in production 
since 1966. TIv company envisages to 
install a modern foundry and to manu¬ 
facture pipe fittings. The expansion pro¬ 
gramme is estimated around Rs 30 lakhs. 

PLASTIC RESINS AND CHEMICALS 
Plastic Resins and Chemicals Ltd will 
soon enter the market to raise Rs 164.14 
lakhs by the issue of equity as well as re¬ 
deemable cumulative preference shares. 
The authorised capital of the company is 
four crore rupees divided into 100,0(X) 
preference shares of Rs 100 each and 
3,000,(X)0 equity shares of Rs 10 each. The 


issued capital of the company will be 
60,000 (9.5 per cent) redeemable 

cumulative preforence shares of Rs 100 
each and 2,500,120 equity shares of Rs tO 
each. Of the issued capital, 1,083,620 equity 
shares, on which Rs 5 per share has been 
paid by Dharangadhra Chemicals Works 
Ltd, have been subscribed. The directors 
and their associates have also taken up 
120 equity shares. Of the present issue Of 
1,416,380 equity shares and 60,OCX) (9.5 per 
cent) preference shares, 375,000 equity 
shares have been agreed to bo subscribed 
by Marubeni-Lida (America) Inc and the 
balance* of 1,041,380 equity shares and the 
entire issued preference capital will be 
oficred to the public for subscription. 
Marubeni-Lida has agreed to subscribe for 
375,000 equity shares so as to synchro¬ 
nise with the final shipment of the plant, 
machinery and equipment by Marubeni- 
Lida Co Ltd, Japan, under the sale and 
purchase agreement. The total amount of 
Rs 37.50 lakhs is to be paid by Marubeni- 
Lida America fnc, in US dollars. 

SHALIMAR WIRES 

Shalimar Wires and Industries Ltd has 
entered the capital inaket with a public 
issue of 10,000 redeemable preference shares 
of Rs 100 each at par. The subscription 
list was to close on September 4, 1969, 
or earlier but not befoie August 28. 1969. 
The company has an authoiised capital 
of Rs 100 lakhs of which shares amounting 
to Rs 30 lakhs have been fully paid-up. 
The present issue of Rs 10 lakhs has been 
offered for public subscription. The 
entire issue has been underwritten. 
The factory of the company is situated 
at UUarpara near Calcutta. The company 
entered into a technical collaboration 
agreement with Norsk Gjaerde-og 
Mciaidukf'ibrik (Norsk) to assist the 
company in the manufacture of wire cloth. 
The company has also entered into a tech¬ 
nical collaboration agreement with Hein¬ 
rich Stamm Gmbh of West Germany for 
the setting up of the new project to manu¬ 
facture pho.sphor bronze and tombac 
wires. The present issue will be used to 
finance the envisaged new project of the 
company. The total outlay required for 
the project has been estimated at Rs 66.5 
lakhs. 

INDUSTRIAL CABLES 

Industrial Cables (India) Ltd proposes 
to enter the capital market shortly to raise 
Rs 20 lakhs—Rs 14 lakhs in 14,000 equity 
shares of Rs 100 each and Rs 6 lakhs in 
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6,()()0 <9.5 per cent, free of company’s 
lax) redeemable cumulative preference 
shores of Rs 100 each. The company 
wants to raise additional capital for ex¬ 
pansion to bring down price and to step up 
exports of its products. It is ptoposed to 
manufacture power factor improvement 
capacitors and to add balancing equipment 
for PVC production in higher voltages. 
It is also proposed to produce steel wire. 
The total cost of the expansion project 
is estimated at Rs 27.30 lakhs. The autho¬ 
rised capital of the company is Rs 1.20 
crorcs in 90,000 equity shares and 30,000 
preference shares of Rs 100 each. Of the 
issued capital of Rs 43.10 lakhs, the subs¬ 
cribed and paid-up capital is Rs 43.04 
lakhs. The company has been allowed to 
expand its activities, including the manu- 
factui^ of 960 kms of paper insiiltatcd 
cables up to and including 33 KV and 
800 kms of paper insulated sheathed cables. 
The company made its public issue in 
April 1961. The technical collaboration 
agreement w ith Hack bridge Cable Com¬ 
pany Ltd of the UK was terminated from 
October 31, 1968. 

MALABAR STEAMSHIP 
The Malabar Steamship Co. Ltd has re¬ 
corded during the year ended March 31, 
1969, freight earnings of Rs 1.78 crorcs 
against Rs 1.53 crores (Rs 1.14 crorcs of 
Malabar and Rs 39.29 lakhs of New 
Dholcra) in the previous year. Total cargo 
carried was 351,000 tonnes as against 
309,000 tonnes in the previous year. After 
pro\iding Rs 20.32 lakhs for deprecia¬ 
tion, ihc company has shown a net profit 
of Rs 9.89 lakhs. The final dividend ot 
eight per cent on equity shares will absorb 
Rs 4.56 lakhs. General reserve gets two 
lakh rupees and provision for Burma 
income-tax Rs 34,243. The directors in 
their rcpoil point out that unl:ss radical 
measures arc adopted to reduce the opera¬ 
tional costs of the coastal vessels or suit¬ 
able adjustment in the freight rates is sanc¬ 
tioned by the government the outlook for 
coastal shipping companies cannot imp'-ove. 

DEMPO STEAMSHIPS 

Dempo Steamships Ltd has earned a 
lower gross profit of Rs 69.28 lakhs for the 
year ended March 31, 1969, against 

Rs 88.47 lakhs for the previous 
year. The company’s gross freight 
earnings were around Rs 206,84 lakhs. 
The directors of the company have 
proposed to maintain the equity dividend 
at 10 per cent for the year. The entire 
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dividend for 1968-69 is likely to be 
exempt from tax at soujnoe. During the 
year under review, the company's two 
ships were fully utilised. The total 
cargo carried amounted to 430,000' 
tonnes against 452,000 tonnes in the 
previous year. The directors expect 
a sharp rise in the freight earnings in the 
current year as two more ships w'ith a capa-- 
city of 16,600 DWT each have been put 
into operation. The management expects 
to further increase the tonnage by adding 
one or two vessels of larger capacity. Out 
of the gross profit of Rs 69.28 lakhs for 
1968-69, the directors have provided Rs 
39.08 lakhs for depreciation and Rs 20 
lakhs for development rebate reserve, 
leaving a net profit of Rs 10.20 lakhs 
against Rs 14.06 lakhs. The proposed 
dividends will claim Rs 10 lakhs. 

GANGES MANUFACTURING CO 

The directors of the Ganges Manufac¬ 
turing Co. Ltd have recommended a 
dividend of 7^ per cent on the 
equity shares of the company for the 
year ended March 31, 1969, against nil 
last year. The company has reported 
belter results due to timely diversification 
taken up by the company. The com¬ 
pany’s sales have improved to Rs 838.57 
lakhs against Rs 705.41 lakhs in the pre¬ 
vious year. Profits before depreciation 
show an improvement at Rs 37.20 lakhs 
against Rs 16.79 lakhs in the previous 
year. Amongst the allocations a sum of 
Rs 13.95 lakhs has been provided for 
depreciation against Rs 14.98 lakhs in the 
previous year. 

KLNAL ENGINEERING 

K linn I Engineering Co. Lid has recorded 
a loss of Rs 6.13 lakhs during the year 
ended March 31. 1969, compared to the 
loss of Rs 1.17 lakhs in Ihc previous year, 
a Her providing Rs 2.35 lakhs for dcprccia- 
lion. A sum of Rs 6.34 lakhs towards 
development rebate reserve has not been 
provided for. The company faced both 
minor and majqr difficulties when bulk 
production commenced. This was largely 
due to the sophisticated nature of the 
machinery, but things have improved with 
the help of the technical collaborators. Bulk 
production has commenced from February 
1969. The company is now able to procure 
all the raw materials indigenously. 

UNIT PRICE 

The Unit Tiust of India has raised the 
sale and repurchase prices of units by five 


Seii^b^: MW 

paisc each with effect from August 25, 
1969 to Rs 10.50 and Rs 10.10 per unit 
respectively 

CAPITAL AND BONUS ISSUES 

Seven companies have been granted 
consent to raise capital of more than 
Rs 63.96 lakhs. Six of them are to issue 
bonus shares amounting to more than 
Rs 57,38 lakhs. The amount of bonus 
shares ranges from Rs 1.25 lakhs to 
Rs 23.1 lakhs. The consents arc valid for 
12 months. 

Madras Motor and General Insurance 
Company Ltd, Madras, has been gi anted 
consent to capitalise Rs 15 lakhs out of 
its general reserves and issue fully-paid 
equity shares of Rs 100 each as bonus 
shares in the ratio of one bonus share for 
every five equity shares held. 

The Gokak Mills I.td, Bombay, has been 
giantcd consent to capitalise Rs 13,01,6(X) 
out of its general reserves and issue fully- 
paid equity shares of Rs 100 each as bonus 
shares in the ratio of one for nine equity 
shares held. 

Sahaney Steel and Press Works Private 
Ltd, Bombay, has been granted consent 
to capitalise Rs 125 lakhs out of its general 
reserves and issue fully-paid equity shares 
of Rs HX) <^ch as bonus shares in the ratio 
of one for tv o equity shares hold. 

Associated Films Industries Private Ltd, 
Bombay, has been granted consent to 
capitalise Rs 23.1 lakhs out of its general 
reserves and issue fully paid equity shares 
of Rs 100 each as bonus shares in the ratio 
of six for every equity share held. 

Smith and Nephew (India) Ltd, Bombay, 

has been accorded consent to capitalise 
Rs 3.75 lakhs out of its general reserves and 
issue fully paid equity shaies of Rs 100 
each as bonus shares in the ratio of one 
for two equity shares held. 

Ruttonsha Simpson Private Ltd, Bombay, 
bus been granted consent to capitalise 
Rs 1,26,600 out of its general reserves and 
issue fully paid equity shares of Rs 100 
each as bonus shares in the ratio of one 
for three equity shares held. 

Universal Fire and General Insurance 
Company Ltd, Bombay, has been granted 
consent to capitalise Rs 6,57,870 out of 
its general reserves and raise the paid-up 
value of 65,787 equity shares of Rs 50 each, 
from Rs 15 to Rs 25 pet share. 
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Japan has had the fastest growth of per 
capita income and the USSR has also shown 
lemarkable growth rate during the post¬ 
war years. And yet only a century ago 
they were feudalistic societies. This book 
analyses the policies which enabled these 
two countries to catch up quickly with the 
developed countries. It puts the post¬ 
war performance of these two countries in 
historical and international perspective. 

The USSR and Japan have d'ffcrcnt 
philosophies and economic and social 
institutions from those of the western 
countries. The strategies of the two na¬ 
tions have also been very different. Japan 
has maintained small farms and factories, 
developed a labour-intensive technology 
and has very successfully penetrated world 
export markets. The USSR has created 
giant farms and factories and for long re¬ 
mained fairly isolated from world trade. 
The author feels that a comparative analysis 
of the growth experience of these two 
countries can therefore add a great deal to 
our knowledge of development process. 

Dynamic Characteristics 

According to the author Japan is better 
placed today than mary of the western 
countries to preserve some of her dynamic 
characteristics in years to come. Thus 
Japan has a planning agency which helps 
both busings and government to take an 
articulate view of growth problems. Con¬ 
tacts between government and business are 
dose and high government Officials often 


retire early to take up .senior executive 
posts in private industry. Planning is 
indicative; but it is supported by govern¬ 
mental powers to influence credit and other 
policies. The Japanese wage stjucture 
remains more susceptible to corrective in¬ 
fluences in times of payments difficulties. 
Japan would therefore have less ti cubic 
with cost inflation than many W'cstern 
countries. 

Japanese Lesson 

Has Japanese experience any lessons for 
developing countries, nearly all of which 
arc committed to rapid economic growth? 

Japan has had much lower population 
growth rate of 1.2 per cent a year as com¬ 
pared to 2.5 to 3.5 per cent of most of the 
developing countries, which reduces their 
capacity to save, increases the investment 
needed for a given increase in income per 
head and exac'^i bates problems of un¬ 
employment. This means that if these 
countnes are to achie\c the 2.2 per cent 
long-tcnn per capita growth rate of Japan, 
they will need a 5 to 6 |?er cent GNP 
grow th rate, instead of Japan’s long-term 
average of 3.4 per cent. 

The Japanese administrative machinciy 
is efficient and cemrulised. There is 
strong sense of national unity. There is 
absence of internal conflict between social 
groups on the basis of caste or religion. 
There is a fair balance t'^iwccn progress of 
different regions and a strong leadership 
from a bureaucratic authoritarian elite. 
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Most developing countnes do not seem to 
have these essential cultural attributes, 

Japan is willing to use the market 
mechanism in a very effective way. There 
has always been willingness on the part 
of government to carry out fundamental 
institutional reforms to enforce harsh 
levels of taxation, to act as entrepreneur 
and innovator and to give adequate techni-* 
cal aid to agriculture. And of course pride 
of place must be given to Japanese efforts 
to develop human resources by expanding 
domestic education in response to economic 
needs and by extension work in agricul¬ 
ture. 

Developing countries seeking rapid cco- 
mic growlh will have to do most of the 
things Japan did. Above all they will 
need to do more to limit population 
growth. 

Soviet Experience 

Soviet growth experience has a broader 
significance than Japan as it is one of the 
two super powers of the world and is a 
major exponent of an ideology which is 
intended us a challenge both to developed 
capitalist countries and to the developing 
world. The ve-y existence of such a large 
and dynamic communist country has forced 
the western countries to lake growlh 
seriously and to ensure that the fruits of 
progress penetrate to the masses. 

It should be noted that the Soviet develop¬ 
ment was affected by special circumstances 
which apply to few developing countries 
today. This limits the value of the Soviet 
experience for developing countries. The 
USSR was a big country W'ith a wide range 
of natural resources. It inherited an eco¬ 
nomy which had already made consider¬ 
able progress in industrialization with a 
basic nctv\ork of railways, a capital goods 
sector and a steel industry. It was there¬ 
fore not greatly dependent on the vagaries 
of foreign trade. The great size of the 
internal market reduced the risk of mis¬ 
directed investments and provided scope to 
exploit economies of scale. The rate of 
population grow th was quite low compared 
with those of many developing countries 
today. This mitigated the pressure of 
unemployment and reduced the relative size 
of the dependent population, making it 
easier to squeeze savings from the econo¬ 
my. 

The USSR had disadvantages also which 
the newly developing countries did not 
generally have when they set out to acce- 
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leratc economic growth, Nowadays no 
country faces the degree of economic 
and political isolation of tho USSR of 
pre-war years. It icceivcd almost no 
foreign credit and very little or no technical 
assistance whereas the ores nt flow of 
tinancial resources from developed to 
developing countries is on an average 3 
p r cent of the GNP of the latter and in 
some countries such as Cuba, Guinea and 
Algeria which arc experimenting with 
socialism, nearly 20 per cent of the GNP. 

Books on economic history arc generally 
dull and make uninteresting reading. Not 
so this book by Angus Maddison which is 
complcmcntaiy to his well-known Econo¬ 
mic Growth in the tVest, He has eschewed 
all the inconsoqucntials and has emphasised 
only the essentials. Writing on compara¬ 
tive economic histories by Maddison 
appears almost inspired. There is no 
doubt that proper understanding of the 
past experience of the USSR and Japan can 
be particularly illuminating to developing 
countries. This book is a must foi the 
students of economic history in particular 
and of economics in general. 

CENTRE Vs STATES 

In Federal Financial Relations in India, 
Prof. Bombwall has made an attempt to 
enquire into the actual working of the 
union-state relations in India over the 
past two decades iuid to examine the fac¬ 
tors which hiivc caused and accentuated 
the imbalance of ic.sourccs as betwern the 
union and the states. According to Prof. 
Bombwall, this field of enquiry has till 
now been the exclusive preserve of 
the economists and bis present study is 
the first to approach the problem from the 
standpoint of political science. 

While the financial balance of power 
established by the Indian Constitution 
guaranteed enough autonomy to the states 
to make ours a genuinely federal sys¬ 
tem, it left the states in a position of rela¬ 
tive financial inadequacy. It was with a 
view to removing this inadequacy without 
compromising state autonomy that the 
Constitution provided for various modes 
of financial adjustment between the union 
and the states ^such as lax-sharing and 
union grants-in-aid of the revenues of the 
^itatc under Article 272) and established 
an independent agency, the Finance Com¬ 
mission, for working out these adjiislmcnis. 
The framers of the Constitution evidently 
felt that these arrang-^ments would place 


enough funds at the disposal of state 
governments to enable them to meet their 
constitutional obligations, especially in the 
field of social services and welfare activities. 

The hopes of the framers have however 
not been realised due mainly to the advent 
of centralised planning since 1951. 
A(*cording to the author, considering that 
far greater use has been made of the dis¬ 
cretionary and conditional grants under 
Article 282 of the Constitution (which is 
outside the purview of the independent 
Finance Commission) than of the statutory 
and unconditional grants under Article 272 
(which is under the purview of the Finance 
Commission), the increasing injection of 
central aid has come to pose a serious threat 
to state autonomy, and has been under¬ 
standably causing much concern to all 
those who are interested in the smooth 
working of our federal polity. This was 
clearly not contemplated in the Constitu¬ 
tion. According to Santhanam, Article 
282 was inserted in the Constitution as a 
residuary provision (for making grants for 
special bodies such as the UN and other 
international bodies and to any state in 
case of such serious natural calamities as 
famine and floods) and was not intended to 
be one of the major provisions for making 
financial adjustments between the union 
and the states. 

Discretionary Grants 

The grants under Article 282 are discre¬ 
tionary in the sense that they a'’c made by 
the executive machinery of the government 
on the recommendation of the Planning 
Commission. These grants have ‘strings’ 
attached to them. It should become clear 
how ‘plan’ grants encroach upon the state 
autonomy when it is realised that they are 
given to the stales in respect of a variety 
of subjects which fall strictly within the 
state jurisdiction. The important part 
played by ‘plan’ grants in gb ing a new 
slant to union-state financial relations in 
India may be guaged by the fact that while 
tho total amount of these grants during 
the first Plan period was Rs 133 crorcs, the 
amount rose to Ra 461 crores during the 
second Plan and to Rs 821 crores during 
the third Plan. 

The growing dependence of the states 
on central assistance and the resulting threat 
to their autonomy has been aggravated by 
loans advanced to the states by the centre 
mainly for meeting capital expenditure 
required for the implementation of Plan 
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ptojects. At the time of Independence 
central loans to states amounted to a mere 
Rs 44 crores, while during the third Plan 
tho debt liability of the states to the centre 
had touched the astounding level of Rs 
3,100 crores. Central loans, such as plan 
grants, have become an important lever 
for the projection of c^*ntral authority into 
the region of state autonomy. 

According to the author, planning does 
not offer a complete explanation of the 
financial straits in which most of the states 
find themselves. Part of the blame rests 
squarely on their own shoulde'-s. By and 
large, states have failed to show enough 
vigour and enthusiasm to Jevclop and 
mobilise their own tax resources. Their 
failure to tap tho tax potential of the 
countryside has been the subject of fre¬ 
quent adverse comment. At the same time 
most of the states are prone to improvidence 
and lack of financial discipline. 

Prof. Bombwall is of the opinion that in 
spite of the commendable concern it has 
shown for safeguarding the financial stabi¬ 
lity and autonomy of the stales, the Finarcc 
Commission has not been able to play its 
constitutional role as cflfectively ak it might 
have. In fact it has been somewhat 
overshadwoed by the non-statutory but 
far more powerful Planning Commission. 
Th<* problem of the co-existence of the two 
Commissions remains to be solved. The 
author feels that there is definitely need to 
make the Finance Commission more cfTec- 
tivc to assert and preserve state autonomy. 

Sharper Edge 

For som** time past the need for a careful 
and objective review of union-state financial 
relations has been stressed by a number of 
individuals and organizations. Tho de¬ 
mand for a review and rearrangement of 
union state financial relations is likely to 
acquire a sharper edge as a result of non- 
Congress governments having come to 
power in some of the states. 

All this had been said before and kaid 
much eflTectively in the reports of the second 
and third Finance Commissions and es¬ 
pecially by Dr. Lakdawala in his Union- 
State Finance RelationstxeyXtv/^ long ago 
in these columns. This book, therefore, 
adds nothing to our knowledge. The only 
merit of the book is that without much 
sophistication, the author has succeeded 
In putting forward the same things succinct¬ 
ly. Like most other writers on the sul>- 
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Joct, Prof. Bombwali puts forward no 
proposals to solve the problem which with 
the lapse of time is getting more and more 
vexatious. 

LABOUR RELATIONS 

In their book Tripartitism in Labour 
Policy—The Indian Experience the authors 
have tried to emphasise the impact of the 
tripartite system on the network of indus¬ 
trial relations in the country. 

Tlie government in our country has ex¬ 
tended the principle of democracy to the 
field of industrial relations by directly in¬ 
volving employers and workers in the for¬ 
mulation of labour policy. The Indian 
Labour Conference (ILC) and its offspring, 
the Standing Labour Committee (SLC) 
which have been functioning since 1942 
are the two major institutions developed 
for this purpose. These tripartite bodies 
on which are represented governments 
(union and state), employers and 
employees ate, according to the authors, 
a unique Indian contribution to the field 
of industrial relations. 

What has been this impact? I'he authors 
have come to very instructive conclusions. 
The only issues on which tlie ILC and SLC 
could achieve consensus easily and quickly 
were the two experiments in voluntarism 
^Joint Management Council and Code of 
Discipline). But it should however be 
noted that in this field easy consensus was 
achieved because these are ideological 
issues and involve little economic or ad¬ 
ministrative burden either on the govern¬ 
ment or employers. 

There were a number of matters such as 
minimum wages and need-based wage on 
which a tangible measure of agreement 
was reached among groups only after le- 
peated deliberations. As regards the 
latter the three parties even agreed on a 
formula. But they found it impossible to 
put the agreement into practice as it was 
far beyond the capacity of industry to bear. 
Employers who were initially reluctant 
accepted commitment on the question of 
provident fund as it happens to b<* one of 
the essential ingredients of current social 
policy. A similar protracted bargaining 
and eventual agreement characterised 
tripartite discussions on working hours and 
hcidlh Imuranoe. Also, a compromise 
formula was Woiiced out in the form of a 
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model agreement on rationalization. A 
consensus also gradually emerged against 
the revival of Labour Appellate Tribu¬ 
nal. 

The matters on which the parties failed 
to reach consensus were mostly substantive 
economic issues demanding definite 
commitment on the part of employers, 
such as reform of the wage structure in 
industry and creation of the institution of 
labour welfare fund, government generally 
agreeing with the views of employers on 
these issues. 

Impressive Achievement 

In spite of failure in some fields, there is 
no doubt that deliberations at the ILC and 
SLC have partly or wholly evolved an 
impressive series of legislative enactments, 
bipartite agreements and progressive ex¬ 
periments in industrial co-operation. Con¬ 
sensus and implementation however are 
not the crucial criteria for assessing a 
consultative machinery and one is inclined 
to agree with the authois’ stand that “in 
a democracy, joint deliberations by leaders 
of groups thrown up in complex interac¬ 
tions serve to bridge the psychological and 
social gulf between them_ 

And yet there is a growing feeling (hat 
these tripartite bodies arc becoming more 
and more ineffective as they have not been 
able to cope with the changing scene of 
industrial relations in India. New develop¬ 
ments in technology and the spurt of in¬ 
dustrial activity have tended to change the 
pattern of labour-management relations. 
The extent to which the representatives of 
worker and employers on these tripartite 
bodies can claim to be their real representa¬ 
tives is doubtful. Also, with the recent 
emergence of differing political shades 
among the governments in the .states, the 
‘government’ side at the ILC-SLC is 
bound to be more heterogeneous than it 
has hitherto been. 

The authors discuss iho very interesting 
question of the prospects for the tripartite 
system in the near future. They arc of the 
opinion that the growing heterogeneity 
among workers’ unions and among mana¬ 
gerial interests may not pose any serious 
threat to the ILC-SLC, though there is 
definite need to make these bodies more 
broad-based. The incompatibility between 
the centre and some of the state govern¬ 
ments is of course a potentially explosive 
issue. However, according to the authors, 
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unless some person or group Is dctermhiAi. 
to wreck the tripartite system, it is posttble 
that the tripartite bodies will continue ta 
provide a channel of communication, 
among various groups with apparently 
divergent interests and goals. The cooti* 
nuity of th'^sc bodies over years encourages 
the authors to be optimistic about their 
future. 

But in view of the declared objective of 
the Communist Parly of India of wrecking 
the Constitution from within which also 
means destroying all democratic bodies, 
one becomes definitely sceptical about 
the future of such tripartite bodies as the 
ILC and SLC. 

Authors of books on labour-manage¬ 
ment relations in India have apparently 
not considered it worthwhile to make a 
detailed analysis of the structure and work¬ 
ing of ILC-SLC. In view of the singular 
lack of interest in the tripartite institutions 
among Indian scholars, one very much 
welcomes this book as also the well-docu¬ 
mented reference material which will be of 
considerable use to scholars. 

MICROECONOMICS 

Since the appearance nf The General 
Theory by Keynes in 19.36, macroeconomic 
analysis ^uid macroeconomic thinking have 
become the fashion of tiK day and the re¬ 
lative Of mici occonomic approach of the 
classical school has come to be relegated 
to the background. But there is now for¬ 
tunately growing realisation that both 
approaches have their significance and 
utility and what is needed for the formula¬ 
tion of complete and comprehensive econo¬ 
mic theory is not the neglect of one or the 
other but a proper combination of the rela¬ 
tive and aggregative approaches of the 
clas.sicists and the moderners. Microecono¬ 
mic Analysis by Allan J. Braff, therefore, 
comes as no surprise and for readers satu¬ 
rated with macroeconomic analysis it defi¬ 
nitely comes as a relief. The book will 
act like a refresher course, though at a 
slightly higher level, embracing as it does 
the refinements introduced in this field 
by such celebrities as Milton Friedman, 
J.R. Hicks, L.R. Klein, Oscar Lange, P.A. 
Samuelson, Fritz Machlup, Piero Sraifa 
and many others. 

This book contains within the smdi 
compass of less than 300 pages practically 
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everything of microeconomic analysis 
which not only a post-graduate student but 
even a graduate student of an Indian 
university is expected to know. All im¬ 
portant pfoblcms such as those of imper¬ 
fect markets, the problem of identifica¬ 
tion, stability conditions and the process of 
adjustment to equilibrium have been dis¬ 
cussed. There are also extended discus¬ 
sions of the integration of the classical 
utility theory with indiflfcrence curve ana¬ 
lysis, behaviouial theories of the firm, 
general equilibrium and finally welfare 
economics. In the context of their rela¬ 
tionship to microeconomic analysis, Prof. 
Braff has also discussed topics such as future 
markets, learning theory, bilateral mono¬ 
poly, cost-of*capilal, social w'clfaro func¬ 
tion, game theory and linear programming. 
The central problems of microeconomics- 
valuation, allocation of resources and 
distribution of income — still remain 
relevant and important. The conventional 
subject matter of microeconomics remained 
for long insensitive to changes in the real 
world. But from the perusal of this book 
the reader will understand how the theory 
has been gradually modified and extended. 

The book is self-contained, though the 
style of the author is compact and terse. 
The book will be found useful only by those 
who have already done considerable amount 
of introductory reading in economics. The 
bibliographical material is both authentic 
and extensive and should be extremely 
helpful to students wishing to go beyond the 
necessarily limited horizon of this book. 

PERFORMANCE BUDGETING 

In January 1968, the Administrative 
Reforms Commission recommended the 
introduction of ‘performance budgeting’ 
both at the centre and in the states from 
1969-70. The central government has 
since accepted the recommendation and the 
various state governments are also in the 
proces.s of considering the question. In 
Performance Budgeting the author deals at 
length with various aspects of this tyi'>e 
of budgeting such as budgeting process, 
programme classification, etc. 

The traditional system of budgeting has 
many deficiencies. Evolved historically 
as a moans of providing for parliamentary 
review of executive decisions there was 
excessive emphasis on legal accountability. 
This means that significance of budget as 
‘a mei/um for planning and control was 


lost. The traditional budg**ting, limited as 
it was to a portrayal or a record of cash 
transactions, failed to provide the forma¬ 
tion needed either for effective internal 
management or for national policy-making. 
The budget ceased to be “a tool for manage¬ 
ment and as a device for evaluating per¬ 
formance.” The traditional budget tends 
to put excessive emphasis on the minute de¬ 
tail and in the process the overall functional 
view is lost. From the point of Plan im¬ 
plementation, the traditional budget fails 
to provide an adequate link betwc<'n the 
financial outlays and the physical targets. 

Naturally the basic improvement needed 
in such a context is to make the budget a 
keystone in planning and controlling 
governmental financial operations and make 
it ensure performance that matches the out¬ 
lays. This is what performance budgeting 
aims at. 

Classification of Functions 

Performance budgeting is essentially 
‘'a process which, by an organised pattern 
of display and exhibition, brings out the 
total governmental operations through a 
classification by functions, programmes 
and activities. Through suitable narrative 
statements and work-load data that form 
an intcrgral part of the presentation, it indi¬ 
cates the work done, proposed to be done 
and the cost of carrying them out. There 
is thus no doubt that this system brings 
annual budgets and developmental plans 
closely together through a common langu¬ 
age, correlating the physical and the finan¬ 
cial aspects of programmes and activities. 
Such a system enables the measurement of 
progress towards long-term objectives as 
envisaged in the Plans and in fact facilitates 
better appreciation and review of budget 
by the legislature. 

It is, however, obvious that there are 
certain prerequisites which need to be ful¬ 
filled prior to the introduction of perfor¬ 
mance budgeting in any country. Thus 
there should be advance programming and 
the end-results of such a programme must 
be measurable. The outlay shown in the 
budget should represent the entire costs of 
a project and the total outlay should be 
capable of allocation between fixed and 
variable costs. This will explain why the 
introduction of performance budgeting has 
been slow. 

But this novel idea, however useful, 
should not blind Us to some of the limita¬ 


tions from which it suffiM and Premchand 
has clearly shown them. Thus the heart 
of the performance budgeting is classifica¬ 
tion of governmental functions, programmes 
and activities. But governmental activi¬ 
ties may not often lend themselves to such 
near classification. Then there is the pro¬ 
blem relating to comparative evaluation 
of various schemes. This problem is not 
solved unless supplemented by other 
analytical tools. Further, the technique 
enables only a quantitative rather than a 
qualitative evaluation of the scheme. 
Often the process of allocation of cost 
estimates over programme elements is very 
difficult. And what is most important, 
the usefulness of this technique is some¬ 
what limited in that there are some areas 
such as education and public health, where 
the end-results arc not measurable in a 
precise manner. 

fhe author has also considered the intro¬ 
duction of performance budgeting at the 
state level and in the local government. 
This will require delegation of greater 
financial powers, securing an operational 
cohesiveness between planning and 
financial agencies, modernisation of the 
budgetary process and budgetary tools by 
introducing techniques such as cost-benefit 
analysis and introducing an economic 
analysis of the budget. One is inclined to 
state that performance budgeting as an 
experiment may be introduced first at the 
local level and then carried upwards. 

There is no doubt that the old budgetary 
norms and procedures appropriate for a 
purely administrative state need to be re¬ 
placed by new ones compatible with the 
concept of welfare state. Premchand who 
has had wide experience in this field and 
who was also associated with the training 
programme in this sphere has analysed 
various aspects of the subject with comp- 
tence and lucidity. For the uninitiated 
there is always the difficulty of grasping new 
ideas and procedures and one is inclined 
to feel that the author would have done well 
to deal with the subject at greater length 
and with more of concrete illustrations. 

PLANNING ANALYSED 

Fifteen y^rs of planning have produced 
$0 much stress and strain in our economy 
that it has given enough food for tbou^t 
for any number of economic anatomists 
of whom' Mr H. Veakataiubbia|i^ of 
HMu is the latest. On author's own ad- 
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mission articles in 7%e Anatomy of 
indian Planning are selective and illustra¬ 
tive which means that only a few aspects 
of the developing Indian economy are 
analysed. This partial anatomising may 
be suitable and convenient for the author 
but it also limits the usefulness of this 
collection of essays to the gcncial readers. 

Of the three sections, the first one is 
entitled “Three Plans And A Growing 
Nation** under which the author has made 
an attempt to discuss miscellaneous topics. 
For example, the author laments the lot 
of the middle class. According to him, 
whether by design or by accident, tlie 
Plans seem to be enriching relatively the 
two classes at cither end of the social scale 
and impoverishing the middle classes. 
This is dangerous for it is the middle class 
that strengthens the forces of democracy. 
An impoverished and consequently dis¬ 
pirited middle class can only be a boon to 
anti-democratic forces whether of the 
Right or of the Left. Whatever the merit 
of the statistical data on which the author 
bases his conclusion, for once and possibly 
for the first time the middle class gets some 
one to champion cause. 

Landless l.abour 

Mr Venkatasiibbiatf should again care¬ 
fully go through the agricultural labour en¬ 
quiries (especially second) to appraise him¬ 
self of what is happening to vast masses of 
landless agricultural woikcrs. In “Taking 
Off with Rostow” the author rightly em¬ 
phasises that the mere earmarking of re¬ 
sources for investment in the public sector 
does not ensure that they will in fact be 
invested productively. Such enlargement 
of the public sector docs not make economic 
development automatic. Our attempts at 
planned economic development have pro¬ 
duced a number of problems such' as 
under-utilised capacities in most of 
the industries, shoitages of raw materials 
for expanding industries, shortage* of power, 
excess labour force in some of the old and 
new industries pushing up costs and prices, 
extremely unsatisfactory conditions of the 
means of communications and the infla¬ 
tionary environment. In “A Tentative 
Stock Taking*" the author has rightly em¬ 
phasised that over two decades, the rate 
of increase in foodgrains works out at only 
2.1 per cent per year which is extremely 
disconcerting in view of the annual growth 
rate of population of 2.5 per cent. In 
“Planning and Administration*’ the author 
deplores the dilatoiy, frustrating and time* 
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consuming procedures & also uneconomic 
spending by government and reliance on 
corruption and influence to get things done 
—even the right things! The authoi has 
made a point when he states that in pers¬ 
pective planning, for our planners only 
perspectives of physical and financial 
magnitudes matter and they have taken the 
perspectives of political and administrative 
factors in planning for granted. This is 
not only wrong but the fact that the latter 
cannot be measured makes it all the more 
important that they should be watched 
more carefully. 

Nehru’s Ideal 

“The Politics of Planning” is a 
fine article explaining Jawaharlal Nehru’s 
approach to socialism. Nehru was 
not motivated in his advocacy of social¬ 
ism by jealousy oi hatred of the private 
sector as a section of the Congress suppor¬ 
ters at the present arc. Nehru knew that 
India’s main problem w^as economic‘deve¬ 
lopment and he advocated a system that 
created a new state sector of basic industries 
selected and planned to promote rapid 
economic self-reliance. Unfortunately, 
Nehru’s disciples are too busy mastering the 
dynamics of political power to bolhci 
about thf* dynamics of socialism. The 
result is that there is an intense debate in 
its tank which is not even ideological but 
purely political. A divided party and 
cabinet and a divided federation aiiinot 
make much of a Plan whose basic structure 
and assumptions are unitary and 
indivisible. 

In the second section the author analyses 
the structural and opciational weaknesses 
of the public sector. There is no doubt 
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that public sector has added a new diiinen- 
sion to Indian economic dew^loptnent: 
in the Plan era. The author feels that all 
those who are concerned with it—the 
government, the planners, the labour and 
the managers—have failed to grasp the 
precise implications of the public sector a$ 
an agent to economic development. 

The author has made some significant^ 
points. It was assumed that there is 
no conflict between the egalitarian and the 
growth concepts, that a public enterprise 
designed to check concentration in private 
hands would also increase the growth rate. 
It has now become evident that this assump¬ 
tion is not well-founded. In a mixed 
economy, the problem is how to make the 
public sector economically responsible 
and private sector socially tesponsible. 
The author is of the opinion that share¬ 
holding in Indian Joint-stock enterprise is 
now more diffused among a w'ider investing 
public which is taking keener interest in 
company affairs and a younger generation 
of entrepreneurs and a new managerial 
class are coming up and their social out¬ 
look is different from the traditional entre¬ 
preneur. 

Drags on Economy 

According to the author there are con¬ 
siderable drags on the efficiency of capital 
investment in the public sector under¬ 
takings, The investment is often under¬ 
taken on regional or even political con¬ 
siderations. They have to bear heavy 
burden on housing and establishing new' 
townships as they aim at becoming model 
employers. Also, generally other costs 
tend to be high in the public sector. There 
is no doubt that the public undertakings 
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should not be judged solely by their pro¬ 
fitability. But it is necessary to distinguish 
between profit-making and cost reduction ! 

The third section of the book makes an 
attempt at appreciation of the signifi¬ 
cance of foreign aid to our economic deve¬ 
lopment. The main trouble with foreign aid 
is that it tends to sap the recipient’s will to 
become self-reliant. Through national 
unity, political stability and tremendous 
productive effort Europe reconstructed its 
war*shattcred economy with the help of 
Marshall Aid, while Russia did the same 
without it. This shows the measure of 


The aim of Raja Kulkarni in compiling 
this volume is to clarify the concepts and 
problems of automation and computeri¬ 
sation which are vaguely understood in this 
country. He has drawn upon voluminous 
literature, indicated in the list of references 
at the end, right from the text book on 
economics by P. A. Samuclson to reports 
of the Dircctor-Cicncral of International 
Labour Organisation. 

Automation, as explained in the first 
chapter, is not a new concept at all. M. E.M. 
liugh-Jones describes it as a Second Indus¬ 
trial Revolution. What is startling how¬ 
ever, is its speed, complexity and conti¬ 
nuity. It is also important that its 
application is sought to be constantly 
extended and its potential is unfathomabh. 
This is what gives it new significance all its 
own. 

What automation accomplishes in terms 
of productivity is simply breathtaking. 
The American Labour Organisation com¬ 
plains in a booklet that modern technology 
is not only replacing human muscle power, 
it is mechanizing the power of seeing, 
hearing, and decision-making as well. 
Machines are not only performing work, 
they arc controlling work and it quotes 
the following example in its support. 

*‘At the Westinghouse Electric Corpora¬ 
tion’s Computer Centre in Pittsburgh, 
orders are rcxicived from district offices 
throughout the country by teletype. 
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national effort whi^ wo will have to make, 
with or without foreign aid, to develop our 
economy and make it more self-reliant. 

One reads so much these days about 
economic crises in India dealt by experts' 
who have written really profound books 
on the subject (many of which have already 
been reviewed in these columns) that by 
comparison, the articles in this book appear 
rather superficial. It is journalistic writ¬ 
ing, not only without much depth but 
without even the journalistic brilliance. 
In Section Ill, pages 192 to 208 arc missing 
reducing the utility of the book. 


Upon receipt of the order, the computer 
types out an invoice containing the list 
price, the discount, the state sales tax 
and other information. It then wires 
the order to the warehouse nearest to 
customer. There the order comes off 
the teletype machine with a bill of Jading, 
addresses, certain Jablcs and information 
concerning the stock bin in which the 
product is located. In the meantime, 
back in Pittsburgh, the computer adjusts 
its inventory record, and. if necessary, 
ciders a Westinghouse manufacturing 
plant to replenish the warehouse slock. 
In this way, a process which once took 
three to five days is telescoped into 
41 minutes”. 

Automatic technology in industry has 
spread mainly in four directions, v/r., 
(1) automatic machinery, (2) integrated 
materials handling and processing equip¬ 
ment, 13) automatic control system, and 
(4) electronic computers and data proces¬ 
sing machines.” 

During the Industrial Revolution, 
society had neither the economic, psycho¬ 
logical, or sociological knowledge, nor 
the political know-how to cope up with 
the hardships caused by mechanisation and 
factoiy system, but the evils of automation 
can certainly be avoided in a modem 
welfare state committed to some sort of 
economic planning. The US President’s 
Advisory Committee on Labour Manage¬ 
ment has most objectively assessed the role 
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and function of automation In the national 
economy in its report on the benefits and 
problems incident to automation and other 
technological advances as follows : 

1. Automation and technological pro¬ 
gress are essential. 

2. Such progress can be made without 
the sacrifice of human values. 

3. To ensure this, combination of private 
and governmental action is necessary. 

To be automated, a production system 
must conform to four criteria, v/r., mecha¬ 
nisation, continuous process, automatic 
control, and rationalisation. Theoretically, 
there are no limits to automation except to 
continuous process. Hence th^ need for 
planning research is greatly felt. Expen¬ 
diture on scientific research in the USA 
has grown tremendously ftom a meagre 
sum of $ 10 million to $ 250 million over 
the last 20 years. 

Limiting Factor 

The very principle of continuous process 
is the main limiting factor of automation. 
There are accordingly three groups of 
industries : industries that can be fully 
automated such as oil refining, soap, cement 
and paper, industries that can be partially 
automated such as glass, printing and 
tanning, and office work as in banking, 
post-offices, etc. Besides, certain economic 
factors may hold up progress of automa¬ 
tion such as high cost of equipment, long 
gestation period, complex specialised ma¬ 
chinery and conflicting interests of various 
sections of people in the community such 
as labour, management, shareholdeis, etc. 

The second short chapter is devoted to 
the explanation of development of mechan¬ 
ism of electronic computers. This chapter 
needs to be illustrated with diagrams. 
In spile of exhaustive explanation of what 
a computer is and how it works, the 
curiosity of the reader is more pricked than 
quenched without pictorial illustrations. 

A computer can obey the instructions 
you give it, including the instruction to 
stop; but it cannot think intuitively. It is 
not capable of any original thought. Wo 
are assured by the authorities on the subject 
that it is of a lower mental order than the 
majority of animals. 

The computer has six main aspects (1) 
programme, Q) input method, (3) storage 
unit, called the heart of the computer, 
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<4) arithmetic unit, (5) control unit, and 
(6) output unit. A comparison has been 
made of the computer with the hand method 
which is very interesting and is also highly 
illuminating. It suggests that machine 
follows the same approach to a job used 
by a clerk doing it wholly by the manual 
method. However, a computer has super¬ 
human qualities, especially the ability to 
perform a million acts of additions and 
subtraction just in one second. It has 
been stated that the calculations of the 
orbits of the planets around the sun on 
which Johannes Kepler worked labori¬ 
ously for a lifetime could now be com¬ 
pleted in a few minutes! In other words, 
such laborious, repetitive tasks could bo 
economically and efhciently handled by 
machines, while man would be |pft free 
to soar still higher and concentiate on 
intellectual tasks in future. 

The table on page 70 clearly shows that 
the number of computers installed in 
Benelux, West Germany, France, Fngland 
and Italy has more than trebled between 
1963 and 1966. The Russians have used 
“leap-frog’’ technique, skipping interme¬ 
diate stops in the development of automatic 
devices. They have also built pneumatic 
computers still barely kndwn to the west. 

Oil Industry 

The third chapter studies the techno¬ 
logical changes in the oil industry—a 
symbol of modem industry where auto¬ 
matic devices and electronic computers 
are used to the maximum extent in the 
field of exploration, drilling, pipelining, 
refining, transport and marketing. 

The fourth chapter extensively discusses 
the effects of automation and computers 
on productivity, employment, technological 
redundancy (at the firm level), displacement 
of labour, internal labour transfers (now 
often written in collective agreements) 
and dismissal. Whatever may be its evils, 
the US President’s Advisory Committee 
on Labor Management Policy has rightly 
come to the conclusion that “unemploy¬ 
ment is not the necessary cost of automa¬ 
tion. Automation and technical advance 
are essential; they do create serious dis¬ 
placement problems not as necessary price 
but as the stem consequences of failure 
to recognise and provide for these prob¬ 
lems*’. 

New technology docs good to the young, 
though people may retire at an early stage. 
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There is great demand for scieutfsts, tech-* 
nologlsts, teachers, doctors and social 
reformers only if (I) tlie training is good, 

(2) the right numbers are trained, and 

(3) they are trained for the right occupa¬ 
tion. Thus, manpower planning assumes 
great importance in any automated econo¬ 
my. Even in West Germany, conditions 
(2) and (3) are not fulfilled while condi¬ 
tion (1) is fulfilled only in exceptional 
cases. It can, therefore, be well imagined 
how much more difficult would be the task 
of manpower planning in less advanced 
countries. 

Benefits of Automation 

One thing is pretty sure, viz. that in the 
field of management, automation heralds 
a coming victory over the paper-avalanche. 
Automation does provide a ready 
solution to the problem of the growing 
jungle of rod tape in private business 
and government bureaucracy which would 
hoplessly entangle us in a wilderness of 
communicative detail; but wc do not know 
whether the worker is upgraded or de¬ 
graded, because there still exists the spectre 
of technological unemployment. 

The fifth chapter outlines eight steps to 
meet the challenge of technological un¬ 
employment for the trade unions and also 
the policies on particular issues. These 
arc : (1) Communication between labour 
and management at all stages, (2) no lay¬ 
off agreement. (3) attrition (4) tiansfi'r, 
(5) training and retraining, (6) advance 
security measures, such as early retirement, 
shorter working hours etc (7) displacement 
assistance, />., severance pay. extending 
fringe benefits, vesting piovisions, finding 
a new job, and (8) special automation 
fund—a major factor for m<*eting the 
challenge of automation. In short, the 
trade unions will have a new role to play. 
They will have to plan a war very carefully 
on joblessness. For has not even Shakes- 
peaie said: “You take my life when you 
take the means whereb> I live.’* 

The sixth chapter deals with industrial 
relations under automation. It pleads for 
a labour code, woikcis’ committee with 
more and more prerogatives, jointly ad¬ 
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ministered unemployment Insurwc^ 
system, vocational training system fob 
adults, joint negotiations, model agrees 
ments, loans to industries, development of 
public sector procedures such as planned 
programme of lay-off over a period of years, 
and a high national wage fixed by law. 
Given the goodwill, it is possible to eli¬ 
minate the basic conflict that exists bet¬ 
ween capital and labour by establishing a 
new company representing trade unions, 
private enterprise and government. The 
example of the largest shipyard on Clyde, 
Fair Fields in the UK is worth mention 
here. There seems no escape from the 
ideology of the USSR council of ministers 
in this respect. It emphatically declares 
that the conclusion of collective agree¬ 
ments must be undertaken as an economic 
and political measure of greatest impor¬ 
tance with a view to mobilising efforts of 
wage-earners, salaried employees, tech¬ 
nicians and engineers for the successful 
fulfilment of national economic plan, 
increasing profitability and productivity, 
expediting scientific and technological pro¬ 
gress and improving the conditions of 
work and the welfare of the workers.” 

Curative Measures 

The seventh chapter enlists the preventive 
and curative measures for the labour 
problems of automation. The programmes 
followed by advanced countries to prevent 
joblessness are : (1) advance notice and 
consultation, (2) attrition, (3) transfers 
within the undertakings, (4) transfers to 
other plants, (5) reduction in working 
time, (6) early retirement, (7) assistance to 
workers who lose their jobs. (8) income 
maintenance; /.e., unemployment insura- 
ranee, (9) supplementary unemployment 
benefit plans. (10) severance pay, and 
(11) programmes to facilitate remployment. 
Recommendations are finally made for 
high level employment economy, versatile 
educated workforce, modernised capital 
equipment, improved employee procedure, 
improved labour market information and 
manpower planning, reduced workihg^<,^ 
hours and more leisure, and international 
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mobility of highly skilled labour to cure 
the attendant evils of automation. 

With technological changes, organisa¬ 
tional and structural changes must follow. 
It appears from the quoted literature in 
this publication that the changc-o\ers 


Marketing today can expect very little 
help from yesterday’s concepts. Hitherto 
most of the marketing approaches have 
been oriented towards urban a»cas as 
demand for manufaciur^'d goods has ori¬ 
ginated mainly from urban towns and 
cities. Thanks to the green revolution, 
however, a number of rural areas are now 
emerging as potential markets. With the 
opening up of the rural markets a new 
dimension has been added to the vastness 
of Indian markets and their diversity and 
there is, consequently, need for the assemb¬ 
ling of scientifically worked out data 
yielding reliable and authentic information 
on the changing Indian maikct situation. 

Mr K. S, V. Raghavan’s compilation 
of basic statistics regarding the Markets 
of Eastern Luira, the first in the series, 
is timely and welcome. It provides in one 
source significant data for each revenue 
district in the states of Assam, West Bengal, 
Bihar and Orissa. The revenue district 
has been chosen as an operational segment 
as it offers homogeneous population cha¬ 
racteristics with measurable economic and 
cultural patterns besides lending itself 
readily to analysis and control of sales 
and advcitising effort. 

A Stgnificaiit Measure 

A significant economic measure included 
in the study is the author’s estimate of 
per capita income of each revenue district 
in eastern region using a modified purchas¬ 
ing power theory based on ownership and 
use of selected consumer durables. 

The author has attempted to estimate 
per capita income of each revenue district, 
by reference to the level of education 
(matriculate and above), newspaper sales 
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are and will be smooth in centrally planned 
economics rather than in free, unco-ordi- 
nated economies. Though the USA’s stand 
is admissible, the USSR’s action and 
icscurch is more systematic and thorough 
as fat as problems of automation are 
concerned. 


and ownership of selected consumer dura¬ 
bles. This statistical procedure, though 
rather crude, could still yield usefully 
suggestive comparisons of the divergence 
in living standards among the sub-areas. 

Consumer Durables 

The selection of consumer durables in 
this study has been confined to domestic 
radio set, bicycle and private automobile as 
they provide a measure of diffusion among 
the different economically active popula¬ 
tion classes living in urban and rural areas. 
Together with the level of education they 
also reveal the extent a population has 
crossed the threshold of “discretionary” 
(defined as the point of escape from 
complete dependence on necessities) 
expenditure. The daily newspaper sales 
in an aica is of much greater social signi¬ 
ficance as it provides a clue to people’s 
awareness of developmental activities and 
their changed attitude towards spending. 
As consumer durable purchases are pri¬ 
marily determined by discretionary income 
and not by total income, the income esti¬ 
mate based on consumer durables will 
vary from the actual as calculated by 
national income origin and distribution 
method. 

Apart from providing estimates of 
per capita income the book gives valuable 
geographic, demographic and economic 
data for each revenue district in eastern 
region. For instance the total population 
as well as the population in the age group 
0—14 in urban and rural sectors, the spread 
of literacy in urban and rural areas, literates 
among males and females, number of 
persons who have gone up to and beyond 
the matriculaticsA^^ stage, the population 
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engaged in agriculture, industry, and 
services, the non-working population and 
the proportion of professional and adminis*' 
trative occupations in total population are 
all given for each revenue district. Among' 
the indicators of progress, the author takes 
into consideration the English and language 
dailies sold, allopathic doctors in p'-actice, 
private motor cars, bicycles and domestic 
radio sets in use, domestic consumption of 
electricity and the offices of scheduled 
commercial banks as well as the State Bank 
and its affiliates in each revenue district. 
Further key ratios such as the availability 
of newspapers, doctors, motor cars, bi¬ 
cycles, radio sets per lakh of population, 
per capita domestic consumption of elec¬ 
tricity and the population per bank have 
been computed fo** convenience of readeis. 
Besides, the percentage share of each 
characteristic, as well as for the variable 
under each characteristic, pertaining to 
population to total population has been 
worked out for ready reference. This 
apart, elementary information such as area, 
density of population per sq. km., increase 
in population between 1951-61, sex ratio, 
the number of villages and towns and the 
names of all important towns in thettistrict 
have also been added to enrich further 
the usefulness of this book. This pattern 
is maintained throughout the book for 
each revenue district in the eastein region. 

When similar studies covering the re¬ 
maining regions which are to follow, 
become available, we should have the bene¬ 
fit of an informative statistical reference 
volume regarding markets across the 
country. 

Though the book under review is prijma- 
rily intended for market management— 
in market and product segmentation 
studies—it should prove highly useful in 
regional economic planning^ consultancy 
services and in finding prospective areas 
for the location of branches of banks. 

A PIONEERING COMPILATION 

In this volume INFA Publications has 
made an attempt to arrange, profession- 
wise, outstanding personalities in all w&lks 
of life. A pioneering compilation in this 
field, the book, running into 425 pages, 
is replete with sketches of eminent persons 
in about 125 spheres of activity. It spot¬ 
lights the leaders in government, adminis¬ 
tration, finance and business, law, sdenoe 
and technology, medicine, eduGatioQ, 
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litomture, mass communicationt fine arts» 
sports and other important fields. 

For convenience the publication has 
been divided into nine main headsp each 
with allied professions grouped under it in 
separate sections and sub-sections. How¬ 
ever where individuals are eminent in more 
than one field, they are credited with entries 
in more than one place with cross refer¬ 
ences. An index at the end and appendices 
providing the addresses of all prominent 
associcitions, organisations, icscarch insti¬ 
tutions, universities and also the i-ccipicnis 
of national and other awards add to the 
utility of the work. 

GUIDE TO EXECUTIVES 

Amendments, changes in rules and regu- 
1 ations, modifications in formalities and 
pioccd'ires arc the order of the day. With 
amendments to statutes on the increase, 
it is rather difficult for anyone, nay even 
for company executives, to know all the 
vexacious rules, conditions and clauses 
fixed by the govc-nment. It is not sur¬ 
prising therefore that amiuinls running 
into crores of rupees arc paid every yc:‘r 

as tines to the government for defaults. 

*■ 

This is the bili‘"r experience with m,my 
companies which for want of intimate 
knowledge of statutory obligations fail 
to submit their returns within the pres¬ 
cribed lime limits. 

To obviate this dilliciilty the author, 
Mr Gulshan Rai in Company Returns 
and AppUcathns has made u painstaking 
effort to cut across the bewildering range 
of official procedures and provide expert 
guidance for filing various types of returns 
and applications prescribed under the 
Companies Act, 1956 or the Compani»*s 
(Central Government's) General Rules and 
Forms, 1956. 

Part I of the book describes various 
tyjies of returns and applications. The 
obligations of a public limited company, 
a private limited company, a private limited 
company which is a subsidiary of a public 
limited company, a government company, 
a foreign company, and a Section 25 
company have been separately and dis¬ 
tinctly dealt with. An exhaustive list of 
<;ompleted specimen forms of return,s and 
applications is giv-en in Part IT. Fach form 
la preceded by filing directions covering 
information about applicability, when. 
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how' and w^herc to be filed, stamp fees, 
filing fees, enclosures and a list of other 
special notes. The appendices in Part III 
include schedules of filing fees, registration 
fees, stamp fees payable in various states, 
guiding principles for deciding avail¬ 
ability of names, lists of prescribed autho¬ 
rities for transfer of shares, recognised 
stock exchanges, names and addiesses 
of Registrars of Compani'^s and Regional 
Directors with their jurisdiction and 
extracts from various statutes. 

The book has the advantage of having 
incorporated all amendments up to Feb¬ 
ruary 28, 1969. A subject-wise index 

has also been appended to the volume 
which further enhances the usefulness of 
this piibliciUion. 
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The Directors’ Annual Report is placed before you, giving an 
account of their year of stewardship. Some highlights of the year 
arc an increase in total tiadc from Rs 141.2 crores to Rs 167.2 
crorcs, brought about solely by a large incrciise in exports, which 
rose from Rs 23.6 crorcs to Rs 48.5 crotes. Profit before tax 
rose from Rs 7.7 crorcs to Rs 12.1 crorcs and profit after tax 
from Rs 2.3 crorcs to Rs 4 crorcs. 

The dividend that was raised last year from 15/o 

now recommended to he laised again to 20"o- The equity 
capital, liii.sed during the year from Rs 2 crores to Rs 4 crores, 
through a bonus issue, is now sought to be raised further to 
R.S 5 crores through another bonus issue. We arc al.so preparing 
to carry the innovation of last year of declaring an interim divi¬ 
dend to one each quarter. Tn sum, our total return a.s dividends 
will have gone up in one year from Rs 20 lakhs to Rs 100 lakhs 
and its frequency from annual to a quarterly. 

We also made a drive for t educing working capital, and as a 
result there was a .satisfactory reduction in stocks from Rs 40-86 
crores to Rs 30.60 crorcs and thus the total capital employed 
lo sales ratio improved from 27.4% to 19.1 Total expenditure 
on establishment and trade o|>crations was well held at Rs 3.9 
crores, compared to Rs 3.8 crores last year. In fact, allowing 
for the annual escalation in salaries, dearness allowance and other 
factors of cost that lise natuially, there w as a drop in expenditure 
in other directions through better control. As a result, the 
expenditure lo sales ratio came down from 2.7*";; to 2.3'*,';. This 
added significantly to our profit. 

It has been a year of special interest also because the Cor¬ 
poration went through a major reorganisation, arising from 
recommendations of the Reviewing Committee, w'hosc Interim 
Report was submitted to Government, and was fully accepted 
with promptness, and the Final Report has since been presented. 
We hope that the Corporation will soon be well set to serve 
Government and Industry as their premier instrument of inter¬ 
national trade. 

In consonance with my own past piaclicc, I would like to talk 
to you today about an aspect of your Corporation’s activities— 
exporting; for, we do feel that it is hcr»\ in exporting, where 
we can exercise our best initiative and skills, to act as path-finders 
and catal>st. We arc therefore making a special study first to 
understand the nature of international trade, and then to find a 
place in it for ourselves, in other words, to develop an under¬ 
standing and to evolve a strategy. 

AN UNDERSTANDING 

International trade has been on the move, and so, at last and 
happily, India's share of it; but we should identify some featur^ 


of international trade that are of special interest to us. 

There are today four fairly cognate geographical areas in world 
trade : » 

“The Atlantic basin of Western Europe and the Americas 

- Eastern Europe 

- The Pacific basin of Western Americas, .*apan. South 
East Asia and Australasia 

—Africa and West Asia 

India trades in varying but small degree with all, but is really 
pan of none. Its trading traditionally was with United KJngdom 
and Western Europe; it then extended to USA and Eastern 
Europe; and it has lately made some progress in the Middle East, 
but it lags behind in the nascent and growing markets of South 
America, Africa, South East Asia and Australasia. So far we 
have not made a clear bid anywhere, even as'Australia and 
New Zealand arc doing in their own trade basin. 

1‘hcrc are not two kinds of countries in terms of economic 
growth, the development and under-developed, but there is a third 
category, the infra-structuially-developed, of which we are 
iin example. While way down in the GNP ladder, we yet have 
an industrial infra-structure which is sophisticated and growing 
rapidly, and can supply a widening range of infra-structural goods 
to both developed and under-developed countries. 

Afllucnce is creating new dimensions to the 19th Century 
economists' theoretical law of insatiability of demand. The 
affluents’ wants are not only insatiable, but in some areas of per¬ 
sonal nature, such as food, furnishings and apparel, they arc 
becoming exotic and monumental. The under-developed coun¬ 
tries arc well able lo eater to them because of novelty, rich variety, 
and abundant labour—and none more than India, with its skills, 
lore and diversity. In Paris, they are willing to pay upto two 
dollars for a rose in mid-winter, and our North India is one of 
the few regions that grows them at that time of the year. 

Affluence causes a switch of manpower from productive to 
service areas; because mechanisation and automation, while 
displacing labour also create both affluence and shortage of labour. 
The Motorcar, for instance, creates far mote service employment, 
directly or indirectly, th?n automation in its manufacture reduces 
it. The process is significant to us because this inexorable demand 
for service compels the developed countries to vacate their 
labour-intensive productive areas and move into the more auto¬ 
mated and high-value-added areas, and to the more profitable 
satisfaction of services^ And as they vacate labour-intensive 
areas, they have to look to countries less developed than theirs, 
w ith surplus labour but with a high enough levi^l of infra-structural 
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devdopfnent to be abte to supply the manufactures that require 
precision, skill and mechanisation. We can p.o further and study 
^^compleracntadness" where our industry can latch on to an in¬ 
dustry in a developed country; for us to supply it its compt>- 
nents and muchinlnir facilities that arc labour-intensive. 

India is fortunately in that class of the inTra-structurally- 
devcloped—and there arc not many of its kind —which can move 
into the areas vacated by the developed; but we iced first to 
identify and to carefully foster our interest in them. The obvious 
example are our moving from basic st‘'el into construction, 
engineering and railway equipment, from grcy-» m printed and 
processed textiles, fiorn textiles to readymade garments, from 
garments to fashioned designs. The criteria we should apply 
in identifying sucii areas is labour-intensiveness and value-added. 
All example is to iscrsuudc a textile firm in western Europe to 
supply us sophisticated fibres that \vc can convert into finished 
textiles because in dyeing, as an instance, our cost may only be 
between two to three cents against their seven cents. 

Affluence also brings in its train an exacting demand for quality, 
both in the finish and in packaging. There is thus an intrinsic 
and an ambient cuuility, the quality of the product and the aura 
of quality around it. 1 he Indian businessman is very quality¬ 
conscious where his own imports are concerned, but he might 
well learn to match a corresponding conscii>usncss in what he 
exports. 

With automation, conipulcrisalion and network-planning the 
whole process of production liccomes intcnscK time-conscious. 
Raw materials and components have to be received, processed, 
packed and delivered tuv a tight schedule. Manufacturers in 
the west will even contract with the suppliers to receive delivers 
by the hour, not just by the month or the week or even the day. 
If a delivery has missed the hour it has missed a production sche¬ 
dule, and will result in a penally, for to the buyer a delayed d'*Ii- 
very means lost production and a profit lost. To the averag*' 
Indian expoitcr these may appear theoiclical refinements, but 
delivery and quality arc important elements of the contiact in the 
developed world. 

There has to be a continuity in a new maikct once it has bc«*ii 
cultivated, even if it means depriving the home market. A difl'cr- 
ent approach was India’s when, for instance, the most patiently 
built export trade in specialist groundnut oil pioducts, to as far as 
the sardine canning industry in Chile, and to the Canary islands, 
the Indians of Fiji, and all over the middle Hast and Malaysia, 
was extinguished overnight when there was a short crop of ground¬ 
nut. Mot only were further exports banned but even the per¬ 
formance of existing contracts. Such exigencies will always 
arise, but the answer is careful budgeting of our resources to 
ensure that something is always spared for export, no matter how 
short we go ourselves : or else not export. There is no “stop-go" 
in exports. 

Raw materials and primary products have little selling strength 
with us. Tea is packed into chests, coffee into jute bags, mincraK 
in the holds of ships, and even yarn, greys, hessian, twills, and 
basic metal products, and many other primary products adding 
to nearly 80% of India’s total exports, still leave in their most 
clcmenlary form. On top of that their prices may have to lie 
supported in one form or another, and they arc subject to .strong 


competition from other developing countries. At the consumer 
end, with relatively little intrinsic value added, but with skills 
of packaging, processing and marketing—not to be under-rated— 
they are upgraded and skimmed of the cream of profitability. On 
the other hand, in the developed countries even their primary 
agricultural mineral or manufactured products arc belter guarded 
thiough the support of commodity and marketing boards and 
growingly, combined sales organisations. Sulphur, newsprint, 
nitrogenous fertilizers, though strongly competitive at home 
in the West are often protected through producers combining for 
their sales abroad- -to us. While the new “cai tcis" arc increasing¬ 
ly the producers answer in the developed world, in East hiiropcan 
countries the prices arc, of course, always one. Importers of 
finished products and industrial raw materials have therefore 
to acquire some bargaining strength somewhere. 

There are growing in international trade buying and selling 
strengths, and in ihcii matching can lie advantages otlierwise 
not available to individual buyers and sclleis, at least of small 
magnitude. The combined, and big individual sellers abroad will 
go further; to mukc a sale they will barter or arrange rather more 
favourable terms than would otherwise be possible. Fiat of Italy 
and many other large international eonc»'nis have set Up special 
barter organisations to enable their associates and subsidiaries 
abroad, when foreign exchange is nt>t available to them freely, 
to import their requirements against bilaieral or multilateral deals. 

An interesting development too is off-shore trading where 
goods arc bought and sold but ncvci reach the shores ol the country' 
originating the tiadc. A good example is Japan, whose inteina¬ 
tional trading houses will buy and sell around the world and draw' 
their profits in foreign exchange. In effect, they arc cxiending 
the advantages of their skills in interiiatitinal markefing to other 
countries. 

Against this exciting tind intoicsting background of interna¬ 
tional trade, in affluence of the developed, on the one hand, and 
the new' dcinands of the under-developed, on the other, there 
grow fresh opportunities foi India’s exports. And here is wlicre 
your Corporation would like to have a pivt^tal place, and evolve a 
strategy to do a good »ob. 

A STRATF/;^ 

H'or international trading intcinational operating bases aie 
necessary to provide the Corporation with quick information and 
communication with the customer abroad. It is not always 
possible to deal cnicicntly with huyvis and sclleis abroad by corres¬ 
pondence alone or oven quick sporadic visits; somavnc h,is to 
be on (he spot to create conli. cnee, t*) generate new business, 
and to follow up. 

The foi*cign ofiices should however he cconomicallv stafled 
and run, as far as possible, with little or no * noivpi'oductivo’* 
stalT, .so that the Ica.st possible elfr.n In s^vciu on maintaining a 
“system" and the mavimum on selling. An ideal ofiicc need be 
no more ih.m a manager and an assistant who can combine some 
otlicc work with much pioductivc selling. Hoi maximum etfcc- 
tiveness at the minimum co d, a group of ofiices should he combined 
into a region, under a icgioiuil office where specialist facilities 
can he built by attaching an <*nginecnng sales manager, a market¬ 
ing sales manager and promotions manager, who would travel 
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extensively in the region ond lend support to the sub-offices. 
I'his wt>uld also save in foreign exchange the cost of visiting 
lirtmcn from hc^idquaiicrs each time there is a problem, an 
cncjiiiry or promotional activity. 

We n<‘cd to dc\clop regional setups in Eastern, Southcin and 
Western Europe, in Amenc:^, in Middle East and Africa, in South 
East Asia, and in AiiNtralasia, with regional headquarters in 
Moscow, Belgrade. Rotterdam, New York, Teheran, Bciiut, 
Bangkok and Sydney. We arc also discussing with our sistci 
company. Minerals and M< tals Tiadmg Corporation, and 
Mibsidarics, Handlooms & ttandicjafls Export Coiporation and 
Indian Motion Piciuic E.xport Coiporation, the sharing of out 
effort abroad as a group to cut costs. We can go further and 
hope that our <ilTlccs abroad will become service bases, as 
envisaged by the report of the Reviewing Committee, for Indian 
industry as a whole, public and private, to sci\c cost all 
ar©iind. 

In the East European region we have fortunately been repre¬ 
sented for a number of years; in fact this area was the cradle of 
our export effort where we received much encouragement and 
support. It was in USSR, for instance, where we learned our 
trade in footvsear and much else Iscsivlcs. 

We shall next need to develop a strategy for each region; and 
a blueprint that was recently prepared for Western Europe may be 
of interest. 

Our blueprint for Western Europe consists of preparing a terri- 
toiial plan, a product plan, a distribution plan, and an organisa¬ 
tion plan. I will not take you into too many details but the broad 
idea is to acquire economic and trading perceptions in the area, 
studying in particular larilTs, icsiriclivc practices, trade relations 
with cx-colonies, special trading techniques, consumption patterns, 
particularly at the affluence level. S|?ccial product areas to 
which we wish to devote attention arc foods, textiles, housc- 
holdware, engineering and chemicals. The agencies of impor¬ 
tance to us for operational purposes arc, first, the Indian embassies 
and their commercial sections, whose contacts and knowledge 
at the government level arc of great value to us; particular 
importance being our Economic Community Mission in Brussels. 
Our embassies everywhere show a lively awareness of the impor¬ 
tance of international trade and their commercial sections are trying 
to acquire a truly trade outlook. Another channel of importance 
to us are the well developed agency firms and barter houses, who 
specialise in foreign trade, and in particular haveentiy into markets 
like the eX'Ercnch and Belgian territories and South America 
where we have no foothold as yet; and firms that have a product 
Specialisation of interest to us. like wigs, textiles, shoes and leather, 
with contacts extending all over Europe. 

The third channel of importance arc the large number of 
department stores in Western EiiiU|?c, whom supermarkets have 
not challenged as they have done in America, Many of th'*m arc 
interested in India for labour-intensive products, textiles, ready¬ 
made garments, foods and houscholdware. While intensely 
competitive, exacting and delivery-conscious, they offer the com¬ 
pensating advantage of regular large buying, where contact once 
established lasts long. Difficult to break in they are easy to hol^, 
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provided one learns their style. They are mass markets that have 
yet to be discovcied by us. 

Having acquired some trading peiceptions in the overseas 
markets, identified products of potential, developed the channels of 
distribution, and raised an oiganisatioii abroad, will only add up 
to any degree of success provided we have a strong home-base 
both within the CTorporalion and among our associated producers 
of the exporlable goods. Our foreign bases will be worth exactly 
the service our home-base gives them. This is perhaps where we 
need to make ihc most leeway if we are to succeed in our ambitious 
targets. And this is what we arc trying hard to do. 

Exporting is however a costlier marketing operation than 
domestic marketing. It may be a losing proposition to begin 
with and takes lime before u breaks even and then to begin to 
make a profit; it needs much patience besides and sizcujyle invest¬ 
ment into a vigorous promotional cflbrt. But the ultimate results 
arc worlhvNhile. 

In I960, Japan launched a vigorous promotional ctTort in the 
U.S. for its machine tools with expenditure in adveitising alone 
exceeding .s bOO.OOO per annum. The breakthrough came in 
1963 and subsequently the sales lose very fast from an insigni¬ 
ficant amount in 1959 to 11.9 million in 1963 and to 51.71 
million in 1967. 

We may not be able to afi'ord c|uilc such large sums, but we 
have to be prepared to spend in the world markets, if we desire 
big gains. Simultaneously as we make these promotional invest¬ 
ments abroad, we have to develop marketing skills at hofnc to 
back them. Marketing in the seller’s market in India today is 
considered a luxury by the short-sighted, with that I would join 
issue; but marketing at all events is a necessity in selling abroad. 

Your management and staff feel dedicated to their task of 
building exports, and the success they have achieved during the 
last year can offer you the assurance you may need. At the .same 
lime they are building confidence among our associates at home 
and abroad; for international trade is based even more on confi¬ 
dence than trade within a country, because distance does diminish 
the contact between buyers and sellers. 

In the end, any cITort depends for its success upon the quality 
of the men and women who make the organisation; and to them 
I pay my tribute for a good job done, under circumstances that 
were none too easy in a year of major change organisationally and 
in new direction to exports. And we are grateful, too, for the 
support that we received from the Ministry of Foreign Trade, 
which means a lot for our success. 


Grow More 

Save More 

Work More 
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RECORDS and STATISTICS 


Final Report of the Fifth Finance Commission 


THE Final Report of the Fifth Finance Commission was laid 
before both Houses of Parliament on August 26, 1969, with 
an explanatory memorandum as to the action taken on the com¬ 
mission's recommendations. 

The report of the commission is mostly unanimous except for 
a minute containing dissenting opinions regarding devolution 
^ appended by a member and a dissenting opinion expressed by the 
chairman and one member in the rcpoit icgarding provision for 
amortisation of state governments* debts in determining their 


need for statutory grants. The majority recommendations of the 
commission have been accepted by government. The recom¬ 
mendations of the commission cover the period of five years 
beginning froip April 1. 1969. The recommendations of the 
commission accepted by the government are summarised in 
Table T. 

Tn its interim report submitted last October, the commission had 
made recommendations regarding distribution among states of 
estate duty and grant in lieu of the repealed tax on railway passen- 


Table I 

SUMMARY OF ACCEPTED RECOMMENDATIONS 


Grants-in-aid under Article 275(1) 
Additional duties (Substantive portion) 

of excise 


Share of Share of 



income- 

union 

Income 

Distribu- 







tax* 

excise 

to be 

tion 

Total 

1969-70 

1970-71 

1971-72 

1972-73 

1973-74 



duties** 

assured 

of 

for five 






State 




balance 

years 






1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

States* share 

75% 

20% 









Distributwn 

Per cent 

Per cent 

Rs 

Per cent 

Rs 

Rs 

Rs 

Rs. 

Rs 

Rs 




lakhs 


lakhs 

lakhs 

lakh^ 

lakhs 

lakhs 

lakhs 

Andhra Pradesh 

8.01 

7.15 

235.24 

8.13 

6501 

1554 

1427 

1300 

1173 

mi 

Assam 

2.67 

2.51 

85.08 

2.47 

10197 

2080 

2060 

2039 

2019 

1999 

Bihar 

9.99 

13.81 

130.16 

8.40 

— 

— 

— 


— 

— 

Gujarat 

5.13 

4.17 

323.45 

6.33 

— 

— 

— 

— 

— 

— 

Haryana 

1.73 

1.49 

65.49 

1.70 

— 

— 

— 

— 

— 

— 

Jammu and Kashmir 

0.79 

1.12 

— 

tt 

7368 

1681 

1577 

1474 

1370 

1266 

Kerala 

3.83 

4.28 

95.08 

4.84 

4965 

993 

993 

993 

993 

993 

Madhya Pradesh 

7.09 

8.48 

155.17 

6.34 

— 

— 

— 

— 

— 

— 

Maharashtra 

11.34 

7.93 

621.n 

13.89 

— 

— 

— 

— 

— 

— 

Mysore 

5.40 

4.65 

100.10 

6.00 

1799 

648 

504 

360 

216 

71 

Nagaland 

0.08 

0.08 

— 

tt 

7795 

1740 

1649 

1559 

1469 

1378 

Orissa 

3.75 

4J2 

85.10 

3.13 

10467 

2451 

2272 

2094 

1914 

1736 

Punjab 

2.55 

2.17 

96.07 

2.98 

— 

— 

— 

— 

— 

— 

Rajasthan 

4.34 

5.28 

90.10 

4.42 

5149 

1236 

1133 

1030 

927 

823 

Tamil Nadu 

8.18 

6.50 

285.34 

9.63 

2282 

661 

559 

456 

354 

252 

Uttar Pradesh 

16.01 

18.82 

575.81 

12.99 

*— 

— 

— 

— 

— 

— 

West Bengal 

9.11 

6,84 

280 41 

8.75 

7262 

2229 

1841 

1452 

(064 

676 

Total 

100.00 

100.00 3240.37 

100.00 

63785 

15273 

14015 

12757 

11499 

10241 


♦ The net proceeds of income-tax, except those attributable loceotial emoluments and union territories are divisible between 
the centre and states. The commission has fixed the share of union territories at 2.6 per cent. 

Represents net proceeds of all basic excise duties for the Prst throe years 1969-72 and includes special excise duties for the last 
two years 1972-74. 

tt Jemmu and Kashmir and Nagaland will receive no compensation but 0.83 per cent and 0.09 per cent respectively of the net 
proceeds will be paid to them. 
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ger fares. It had also made interim recommendations for devolution 
and grants in respect of the year 1969-70. In the final report, 
in addition to the sharing of income-tax and union excise duties, 
distribution of additional excise duties and payment of grants-in- 
aid under article 275(1) of the Constitution, the commission has 
made recommendations on two other matters referred to it, 
namely, scope for raising revenue from taxes and duties mentioned 
in Article 269 of the Constitution but not levied at present, and 
scope for raising additional revenue by the various state govern¬ 
ments. 

At present 75 pet cent of the net proceeds of the taxes on in¬ 
come other than those attributable to union territories (assumed 
at 2i per cent of the net proceeds) arc distributed among the 
states, the share of each state being fixed 80 per cent on the basis 
of population and 20 per cent on the basis of collection. The 
commission has retained the stales’ share at 75 per cent but the 
actual devolution during the five-year period will be much larger 
as advance tax collections will also be included in the divisible 
pool of the year of collection. The distribution of the states’ 
share has been recommended 90 per cent on the basis of popula¬ 
tion and 10 pov cent on the basis of figures of assessments. It 
has also refixed the share attributable to union territories at 2.6 
per cent. 

Divisible Pool of Income-tax 

Hitherto, the advance tax collections under the income-tax 
law w'cre included in the divisible poo! only as dr.d when regular 
assessments were completed. Following the decision to include 
such collections in the divisible pool of income-tax of the year 
in which they arc collected without waiting for the completion 
of assessments, the Finance Commission, in a supplementary 
reference, was required to make recommendations regarding the 
distribution of advance tax already co!l(5cted and not included 
in the net pr(.)cceds of the year up to 1966-67 and also of amounts 
found due. on a^loption of the revised basis, in respect of the 
years 1967-68 and 1968-69, the net proceeds of which have yet 
to be certified by the Comptroller and Auditor General. The 
commission has recommended that these amounts should be 
distributed on the same principles as were lecommendcd by the 
Fourth Finance Commission. The states’ share of the unadjusted 
advance tax collections up to 1966-67 would amount to about 
Rs 270 crores and this is to be paid in three cqurl instalments 
commencing from 1971-72 in addition to the states’ share of 
current collections of income-tax. Likewise the dues in respect of 
1967-68 and 1968-69 are to be paid in 1969-70 and 1970-71 res¬ 
pectively on the basis of the certificates of the Comptroller and 
Auditor General. 

The slates arc at present entitled to 20 per cent of the net 
proceeds of the basic excise duties on all commodities. The share 
of each state is determined 80 per cent on the basis of population 
and 20 per cent on the basis of relative economic backwardness. 
The commission has maintained the states’ share at 20 per cent, 
but for the last two years 1972-73 and 1973-74 covered by the 
commission’s recommendations, the commission has recommended 
that the states’ share should include the proceeds of special excise 
duties which have so far been kept outside the divisible pool. 
The commission has retained the existing principle of distribution 
of the states’ share based 80 per cent on population and 20 per cent 
on relative social and economic backwardness. However^ out 
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of the 20 per cent allocation to backwardness, two-third is to b 
distributed amongst the states whose per capita income is belov 
the all-states average and the remaining one-third is to be distri¬ 
buted amon^t all the states according to an integrated indes 
of backwaidness which takes into account scheduled tribes 
population, number of factory workers, extent of irrigated area, 
rail and road lengths, number of school-going children, and 
number of hospital beds. 

The commission was required to go into the question of the 
desirability or otherwise of continuing the existing arrangements 
in regard to the scheme of additional excise duties levied on sugar, 
textiles and tobacco in lieu of state sales tax formerly levied thereon. 
The commission has recommended that in view of the desire 
among the states that the power to levy the sales tax on these 
commodities should revert to them it would not be desirable 
to continue the scheme unless the Government of India, 
after discussing the matter further with the state governments, 
can arrive at a general agreement for its continuance with suitable 
modifications. The commission has suggested that such dis¬ 
cussions w'ith the state governments may be held as soon as 
possible. The government has accordingly decided to place 
the matter before the NDC. 

Pending final decision, the commission has recommended a 
change in the existing principles of distribution of the proceeds 
of additional excise duties. At present the distribution is made 
first to the extent of the guaranteed amounts and the balance 
on the basis of the proportion of the sales tax revenue rejilised 
in each state to the total sales tax collections in all states taken 
together. The commission has recommended that the distribu¬ 
tion of the balance after payment of guaranteed amounts should 
be made 50 per cent on the basis of population and 50 per cent on 
the basis of sales tax collections (e.xcluding central sales tax) except 
in the case of Jammu and Kashmir and Nagaland and union 
territories whose shares have been refixed on population basis at 
0.83 per cent, 0.09 per cent and 2.05 per cent respectively. 

Grants and Devolutions 

In the interim report, the commission had recommended 
staulory grants of Rs 176.81 crores payable to 13 states during 
1969-70. These grants were provisional and were subject to 
adjustment against the grants and devolutions finally recom¬ 
mended. In its final report, the commission has recommended 
granis-in-aid to 10 states amounting in all to Rs 637.85 crores 
over the five-year period. These include diminishing amounts 
as transitional assistance to states in respect of items like losses 
on departmentally run commercial schemes, interest recoveries, 
low tax effort, etc., for which adjustments have been made by the 
commission in assessing the revenue deficits. Consequently the 
annual payment of grants-in-aid which will amount to Rs 152.73 
crores in 1969-70 will progressively go down to Rs 102.41 crores 
In 1973-74. 

According to the commission’s assessment, flight states, viz., 
Bihar, Gujarat, Haryana, Madhya Pradesh, Maharashtra, Mysore, 
Punjab and Uttar Pradesh will have revenue surpluses totalling 
to Rs 1270.80 cror^. Of these, Haryana, Maharashtra and 
Puryab would have a revenue surplus even without any devolution 
of taxes from the centre. The question of the utilisation of these 
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surpluses fs proposed to be discussed in consultation with the 
Planning Commission and the concerned states. 

The estimated amount of devolution of taxes and duties at the 
current rates of taxation including the grants in lieu of ihe repealed 
tax on railway fares as pci the commission’s recommendations, 
as indicated in the report, would be of the order of Rs 3628 crores 
as against the amount of Rs 2183 crores recommended by the 
Fourth Commission thereby representing an increase of 66 per cent. 
The total grants-tn-aid recommended by the commission amount 
to Rs 638 crores as against the figure of Rs 703 crores recommen¬ 
ded by the Fourth Commission. Thus, the aggregate transfers to 
the states under the Fifth Commission’s recommendations would 
amount to Rs 4266 crores against the corresponding amount 
of Rs 2886 crores recommended by the Fourth Commission. 
Table IT below summarises the state wise position. In 

Table H 

TRANSFER OF FUNDS TO STATES 

(Rs crores) 


Devolution of taxes Grants under Article 
and duties* 275 


Fourth 

State Commis¬ 

sion’s 
recommen¬ 
dations 
(1966-71) 

Fifth 

Commis¬ 

sion’s 

recommen¬ 

dations 

(1969-74) 

Fourth 

Commis¬ 

sion’s 

recommen¬ 

dations 

(1966-71) 

Fifth 

Commis¬ 

sion’s 

recommen¬ 

dations 

(1969-74) 

Andhra Pradesh 

J66.63 

274.27 

67.55 

65.01 

Assam 

62.36 

93.24 

82.60 

101.97 

Bihar 

197.46 

407.38 



Gujarat 

121.55 

182.75 



Haryana 

39.19** 59.61 



Jammu and Kashmir 

33.25 

33.16 

32.85 

73.68 

Kerala 

84.51 

143.78 

104.10 

49.65 

Madhya Pradesh 

148.53 

274.02 

13.50 

•. 

Maharashtra 

260.38 

383.66 



Mysore 

111.32 

179.43 

104.10 

17.99 

Nagaland 

23.11 

2.77 

35.35 

77.95 

Orissa 

85.95 

146.01 

145.90 

104.67 

Punjab 

57.51** 89.16 

•• 

•• 

Rajasthan 

96.76 

170.16 

33.65 

51.49 

Tamil Nadu 

173,12 

272.29 

34.20 

22.82 

Uttar Pradesh 

323.77 

620.12 

49.25 

•• 

West Bengal 

197.41 

296.64 

•• 

72.62 

Total 

2182.81 

3628.45 

703.05 

637.85 


•Includes share of grant in lieu of tax on railway passenger 
fares. 

••The share of composite Punjab has been allocated on 
population batdS between Punjab* Haryana and unioj^ territory. 
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addition the states will also receive their share in the additional 
taxation which might be levied by the centre during the next four 
years. 

The commission has not found much scope, in the present 
circumstances, for raising revenue from taxes and duties enutnera- 
ted in Article 269 of the Constitution which arc not being levied 
at present except for a tax on newspaper advertisements. It has 
suggested that the Government of India may examine the question 
of the levy of such a tax, its rate structure, exemptions to be given 
and other relevant matters. This question will be examined by 
the government. 

The commission has also compared the tax structure in various 
states and has made a number of suggestions regarding the scope 
for raising additional revenue by state governments. These include 
suggestions in respect of revenue from agricultural sector, ini- 
gation schemes, power projects, tax and interest recoveries etc. 
These also will examined by government in consultation with 
the states. 

EXPLANATORY MEMORANDUM 

The following is the text of tho explanatory memorandum as 
10 the action taken on the recommendations of the final report of 
the Fifth Finance Commission. 

The recommendations relating to the sharing of income-tax, 
union excise duties and additional duties of excise in lieu of state 
sales tax and payment of grants-in-aid of the revenues of certain 
states under Article 275(1) of the Constitution have been accepted, 
ft w'ill be recalled that recommendations in respect of estate duty 
and grant in lieu of the repealed tax on railway fares made in 
the commission's interim report submitted in October 1968 have 
already been accepted. Necessary adjustments in the devolution 
of taxes and duties and giants-in-aid to slates for the current year 
(1969-70) consequent on the acceptance of the commission’s re¬ 
commendations in the final report will be made. 

The commission’s recommendation that it would not lx; de¬ 
sirable to maintain the existing arrangements in respect of addi¬ 
tional excise duties in lieu of state sales tax formerly levied thereon 
unless government after discussing the matter further w ith the slate 
governments can arrive at a general agreement for the continuance 
of the present arrangements with suitable modifications has been 
noted. The matter is proposed to be placed before the National 
Development Council. 

The commission’s recommendations regarding devolution will 
result as pointed out in the commission’s report in large revenue 
surpluses for certain states. The question of their utilisation is 
proposed to be discussed in consultation with (he Planning Com- 
sion and the concerned states. 

The commission has expressed the view that lhc«‘c is hardly 
any scope in the present circumstances for hwying any of the 
(axes and duties mentioned in Article 269 of the Constitution which 
arc not levied at present, except in the case of tax on advertise¬ 
ments in newspapers where it secs some scope for raising revenue. 
The commission has recommended that the question of the levy 
of this tax, its rate structure, exemptions etc. should be examined 
by government. This question will be examined as recommended: 

The commission has made a number of comments in regard to 
the efifort at resource mobilisation in various states and has also 
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made several suggestions in respect of scope for raising revenue by 
the states. These also will be examined in consultation with the 
state governments. 

MAIN recommendations 

The following is a summary of the main recommendations of 
the Fifth Finance Commission : 

I— hwomC’tox 

In respect of distribution of the unadjusted balance of ad¬ 
vance tax collections up to the year 1966-67 : (i) Out of the amount 
of such advance tax collections, as determined by the Comptroller 
and Auditor-General of India, a sum equal to 2^ (two and a 
half) per cent thereof be deemed to be the portion whicli re¬ 
presents the proceeds attributable to union territories, as consti¬ 
tuted immediately prior to the Punjab Reorganisation Act, 1966; 
(if) The percentage of the amount of advance tax as determined 
by the Comptroller and Aiidilor-Gcncral of India except the 
portion attributable to union territories, to be assigned to the 
states should be 75 (seventy five) per cent; (iii) The distribution 
among the states i/i/er se of the share assigned to the stales should 
be made on the basis of the percentages recommended by the 
Fourth Finance Commission, with appropriate adjustments in 
regard to the share of reorganised Punjab and Haryana states and 
union territories in accordance with the Punjab Reorganisation Act, 
1966; (iv) The share of each state should be paid to the state 
government in three equal annual instalments during the years 
from 1971-72 to 1973-74. 

(b) In respect of distribution between the union and the states 
of the net proceeds of income-tax in the years 1967-68 and 1968-69, 
there should be no change in the distribution as prescribed in the 
Constitution (Distribution of Revenues) Order, 1965, in the event 
of the said net proceeds being certified by the Comptroller and 
Aiiditoi-General qf India on the revised basis; 

(c) In respect of the distribution of net proceeds of income- 
tax in the financial yeais from 1969-70 to 1973-74; (i) Out of the 
net proceeds of taxes on income in each financial year, a sum 
equal to 2.6 per cent thereof be deemed to be the portion which 
represents the proceeds attributable to union territories; (ii) The 
percentage of the net piocecds of taxes on income, except the 
portion which repiescnts proceeds attributable to union territories, 
to be assigned to the states should be 75 (seventy five) per cent; 
and (iii) The distribution among the stales inter se of the share 
assigned to the states in respect of each financial year should be 
made on the basis of the following percentages : Andhra — 8.01; 
Assam —2.67; Bihar • 9.99; Gujarat — 5.13; Haryana — 1.73; 
Jammu & Kashmir — 0.79; Kerala — 3.83; Madhya Pradesh 
— 7.09; Maharashtra — 11.34; Mysore — 5.40; Nagaland — 
0.08; Orissa — 3.75; Punjab — 2.55; Rajasthan — 4.34; Tamil 
Nadu — 8.18; Uttar Pradesh — 16.01 and West Bengal —9,11; 
Total—100.00 

II. Union Excise Duties 

(a) During each of the years 1969-70 to 1971-72 a sum equiva¬ 
lent to 20 per cent of the net proceeds of union duties of excise on 
all articles levied and collected in that year, excluding special o.x- 
dses, regulatory duties and duties and cesses levied under special 
acts and earmarked for special purposes, should be paid out of the 
Consolidated Fund of India to the states; (b) during the years 


1972-73 and 1973-74, a sum equivalent to 20 per cent of the net 
proceeds of union duties of excise on all articles levied and collec¬ 
ted in the respective year, including special excises, but excluding 
regulatory duties and duties and ce.sses levied und^r special acts 
and earmarked for special purposes, should be paid out of the 
Consolidated Fund of India to the states ; and (c) the distribution 
among the state's of the sum payable to the states in respect of 
each financial year should be made on the basis of the following 
percentages : Andhra Pradesh — 7.15; Assam --2.51; Bihar — 
13.81; Gujarat -—4.17; Haryana — 1.49; Jammu & Kashmir — 
1.12; Kerala — 4.28; Madhya Pradesh — 8.48; Maharashtra — 
7.93; Mysore — 4.65; Nagaland — 0.02; Orissa — 4.72; Punjab 
— 2.17; Rajasthan — 5.28; Tamil Nadu —6.50; Uttar Pradesh — 
18.82; and West Bengal — 6.84; Total—100. 

0 

Additional Duties of E\ci>c 

(I) (a) It would not be desirable to maintain the existing 
arrangements in regard to the levy of additional duties of excise 
on textiles, sugar and tobacco, unless the Government of India, 
after discussing the matter further with the state governments, can 
arrive at a general agreement for the continuance of the present 
scheme with suitable modifications; (b) While the arrangements 
arc continued, the rates of duties may be made ad valorem as far 
as possible, and may be revised periodically so as to secure reason¬ 
able incidence having regard to the prevailing prices and the 
general level of sales taxes on similar items levied by the states; 
(2) There is no scope at present for extending such arrangements 
to other items or commodities; (3) The net piocceds of the addi¬ 
tional excise duties during each financial year in which the exist¬ 
ing arrangements continue, should be distributed on the following 
basis : A sum equal to 2.05 per cent of such net proceeds be re¬ 
tained by the union as attributable to union territories; (b) A sum 
equal to 0.83 per cent of such net proceeds be paid to the state of 
Jammu and Kashmir as its share; (c) A sum equal to 0.09 per cent 
of such net proceeds be paid to the slate of Nagaland as its share; 

(d) Out of the remaining balance of 97.03 per cent of such net pro¬ 
ceeds the sums specified below, (in lakhs of rupees) representing 
the revenue re;ilised in the financial year 1956-57 by each respective 
state from the levy of sales taxes on the commoditie.s subject to 
additional excise duties, be first paid as guaranteed amounts to the 
following .states : Andhra Pradesh — 235.24; Assam — 85.08; 
Bihar - 130.16; Gujarat —323.45; Haryana — 65.59; Kerala — 
95.08; Madhya Pradesh — 155.17; Maharashtra - 637.77; 
Mysore — 100.10; Orissa — 85.10; Punjab — 96.07; Rajasthan 
— 90.10; Tamil Nadu — 285.34; Uttar Pradesh — 575.81 and 
West Bengal —280.81. 

(e) The balance be distributed among the states other than 
Jammu and Kashmir and Nagaland in accordance with their res¬ 
pective percentage shares of such balance as under : Andhra 
Pradesh — 8.13; Assam — 2.47; Bihar — 8.40; Gujarat — 
6.33; Haryana — 1.70; Kerala — 4.84; Madhya Pradesh — 
6.34; Maharashtra — 13.89; Mysore —6.00; (Jrissa — 3.13; 
Punjab — 2.98; Rajaathan — 4.42; Tamil Nadu — 9.63; Uttar 
Pradesh — 12.99 and West Bengal 8.75; Total—100. 

(f) In case the existing arrangements are discontinued during 
the course of a financial year, the sums specified in clause (d) 
above, be reduced pro rmo in proportion to the period for which 
the arrangements have coniinuod. 
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Report of the National Commission on Labour 


ENHANCEMENT of the rate of contributioo to Provident Fund, 
setting up of permanent Industrial Relations Commissions both 
at the centre and in the states and also Standing Labour Courts 
in the states^ are some of the recommendations contained in the 
report of the National Commission on Labour presented to 
Pariiament on August 29. The Commission was headed by 
Dr P. B. Gajcndragadkar, former Chief Justice of India. The 
summary of the report follows : 

The Industrial Relations Commissions will be high power 
hodies, independent of the executive. They will have three main 
functions (a) adjudication on industrial disputes; (b) concilia¬ 
tion; and (c) certification of unions as representative unions. The 
National Industrial Relations Commission is to be appointed 
by the central government for industries for which that govern¬ 
ment is the appropriate government; it will deal with disputes 
involving questions of national importance or those likely to 
affect or interest establishments situated in more than one state. 
Theic will also bo an Industrial Relations Commission in each 
state for settlement of disputes for which the state government 
is the appropriate authority. 

The commissions will have both judicial and non-judicial 
members. The judicial members including President of the 
National/State Industrial Relations Commission, are to be appoin¬ 
ted from among persons eligible for appointment as judges of 
high courts. 

The Conciliation Wing.^of the Commission will consist of 
conciliation officers with the prescribed qualifications and status. 
There will be persons with or without judicial qualifications in the 
cadre of conciliators. The functions relating to certification of 
unions will vest with a separate wing of the Natioal/Stalc IRC. 
The Commission may provide arbitrators from amongst its 
members/ofreers, in case parties agree to avail of such services. 
The Commission may permit its membeis to serve as Chairman 
of Central'Stale Wage Boards/Comniittees if chosen by the 
appropriate government for such appointment. 

Labour Courts' 

The labour courts recommended by the Commission deal with 
disputes relating to rights, obligations, interpretations and im¬ 
plementation of awards and claims arising under the relevant 
provisions of laws or agreements, as also with disputes relating 
to unfair labour practices. An important feature of the functions 
of the labour courts as recommended by the Commission is that 
they will have appropriate powders enabling them to execute claims 
arising under the various laws, etc. 

On minimum wages the Commission has reiterated the prin¬ 
ciple that in the matter of paying wages as prescribed under the 
Minunum Wages Act the capacity of the employer is irrelevant. 

It has recognised workers claim to the need-based minimum wage 
but has stipulated that capacity of the industry to pay is relevant 
in fixing the wage. Finding a national minimum wage as unfeasi¬ 
ble if related to conditions in more advanced regions, and of little 
practical benefit if based on conditions in less developed areas, 
the Commission has suggested that regional minima could be 
fixed. 

lo the Comnoijssion’s view collective bargaining between the 


parties is a better method of settlement of industrial disputes 
and it has suggested several measures to encourage the growth 
of collective bargaining. As an essential step to facilitate this 
process, compulsory recognition of a union as the sole representa¬ 
tive for the purpose of bargaining with the management has been 
recommended. Such recognition will be compulsory for all 
undertakings employing 100 or more workers or wherein capital 
invested is above stipulated size. The certification of unions as 
representative unions is to bo done by the Industrial Relations 
Commission (s) on the basis of either verification of membership 
of the contending unions or by secret ballot open to all the workers 
in tlic establishment concerned, as the IRC may consider appro¬ 
priate in each case. 

Imposltioii of Restrictions 

While recognising the validity and relevance of strike/lockout 
in certain situations the Commission has suggested imposition of 
some restrictions on its exercise, including a limit on its duration. 
In essential industries/services the right of strike/lockout, the 
report suggests, should be made redundant by requiring IRCs to 
adjudicate when mutual negotiations fail and parties do not 
agree to aibitration. Compulsory strike notice and a strike ballot 
open to all the members of the union have also been recom¬ 
mended by the C'ommission. 

Having recognised the legitimacy of strikes and lockouts in 
certain given situations, the Commission has left it open to the 
IRC to terminate the slrike/lockout even before the prescribed 
period after considering the motion in that behalf from the appro¬ 
priate government. The penalties which have been piovid'^d for 
unjustified strikes or lockouts would, in Commission’s opinion, 
ultimately avoid strikes and lockouts and would, in due course, 
ixjrsuade the parties to sit round tho table earnestly and settle 
ihcir differences by negotiations. 

The Commission is of the view that employees to he able 
to effectively t^articipatc in the process of collective bargaining 
should be well organised and trade unions must become strong 
and stable. It has, therefore, recommended .several measures lo 
strengthen the unions organisationally and financially and to 
help reduce the inter-union and intra-union rivalries. Some of 
these a'-c : (a) providing for compulsory registration of unions; 

(b) raising the minimum number required for forming a union; 

(c) raising the minimum mcml^ership fee and (d) reduction in the 
number of outsiders and steps for building up internal leadership. 
Compulsory registration of employers’ association has also been 
recommended. 

The definition of the term ‘workman’ should be based on both 
functional and remuneration criteria. While only managerial 
and administrative personnel may be excluded, ii respective of 
iheii salary', supervisory and other personnel whose remuneration 
e.xceeds a specified limit could also be reasonably excluded. The 
C ommission suggests the raising of the pre.scnt limit of Rs 500 
p.ni. in such a way as to put an end to the present anomaly of 
very highly paid personnel resorting to industrial action and 
seeking protection under the provisions of the Act. 

The Commission does not favour the formulation of a Com- 
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'^nion Labour Code although ii focl$: order to bring about a 

feasible degree of simplification and uniformity in definitions, 
it should be possible to integrate those enactments which cover 
subjects having a common objective. This will be a simpli¬ 
fication of the existing framewoik of labour laws.’* 

The Commission has Observed that wage changes beyond 
certain levels must reflect productivity changes although the 
application of this principle poses several problems because of 
difficulties in measiiicmcnt. While recommending that the wage 
policy should aim at progressive inciease in real wages, the 
(''ommission expresses the view that any sustained improvement 
in real wages cannot be brought about without increasing produc¬ 
tivity. In this connection the role of incentive scheme with pro¬ 
vision for “fall-back-wagc’' has been emphasised. 

The Commission has suggested that keeping living costs under 
check should form an integral pait of wage policy, and that there 
should be periodic adjustment of wages taking into account 
changes in cost of living. Neutralisation at the rate of 95 per cent 
should be graricd against the rise in cost of living to those 
drawing the minimum wage in non-schcduled industries and 
that the capacity to pay is not a relevant consideration foi pay¬ 
ment of dearness allowance at the minimum level. A live point 
slab w ith reference to consumer price index (1960=100), all- 
India scries or the series for a centre would be appropriate for 
adjustment in dearness allowance. The amount of dearness 
allowance to be paid to employees having emoluments higher 
than the minimum wages should be the same as given to emplo¬ 
yees at the minimum. Employees w'ho arc getting dearness all¬ 
owance at present highc*" than what is admissible on the basis 
now suggested will not be deprived of that, though for any 
additional increase in the cost of living they will be entitled 
only to the same amount of dearness allowance as is given to 
persons receiving the minimum wage. The Commission has 
also recommended merger of dearness allowance with the basic 
wage at the base year of .the revised series of Working class 
consumer price indices which will be constructed on the basis of 
family living sur\cys proposed to be held s^H>n. 

Wage Boards 

The Commission has recognised the role of wage boards as 
a machinery for wage fixation and recommended a number of 
measures to make them function effectively. It has suggested 
that the chairman of a wage board should be appointed by 
common consent of the parties wherever possible. He should 
preferably be drawn from the members of the proposed national 
or state Industrial Relations Commissions. Incase a chairman 
is appointed by the consent of both the parties, he should 
arbitrate if no unanimity is reached in the wage board. 

Unanimous recommendations of the wage boards sitould be 
made statutorily binding. Where unanimity is not reached the 
government should hold consultations with the organisations of 
employers and employees represented in the wage board before 
arriving at a final decision. 

While recognising the important role of rationalisation and 
automation in developing countries the Commission has suggest 
that adequate care should be taken to see that the traditioa<l)l 


labour-intensivo sector .contuiuei to cjiist and thrive side by side 
with the development of modern large-scale capttstl-intensive 
sector. The Commission is of the view that the effect of a selec¬ 
tive introduction ofjabour-saving techniques on total emi^loymeot 
is not likely to be harmful, provided the rate of growth is sufficient 
to absorb the surplus labour. It has suggested that the process of 
automation and rationalisation should be introduced in consulta¬ 
tion with workers representatives and it should satisfy the following 
conditions ; (a) Accommodation of labour tendered surplus; 

(b) Improvement in the level of earnings of the workers by ensuring 
to them an equitable share in the gains due to automation; and 

(c) Reduction in costs and benefits to the community. 

The Commission envisages no special considw^tion for 
public sector undertakings in the observance by them of labour 
laws. They should be treated on par w'ith other privtue sector 
undertakings in this matter, the report suggests. 

Goveriiment Industrial Employees 

In regard to industrial employees of government, the Com¬ 
mission observes that its recommendations made for trade unions 
in general should be equally applicable to unions of these employees 
also. It has also recommended a wider scope for discussion in 
the joint consullativc machinery on all matters which can bo 
brought constitutionally within its purview. The present arrange¬ 
ments in the joint consultative machinery under which the govern¬ 
ment is the final authority to decide whether an issue can or cannot 
go for arbitration requires to be modified. 

The Commission has urged the immediate setting up of a 
Pay Commission to determine the wages and other conditions of 
services of government employees. 

I'he Commission suggests that seniority should form the 
basis for promotion at the lower rung, seniority-cum-merit at 
the middle rung and merit alone at the higher managerial and 
technical admin istraiivc positions. 

The report by majority recommendation suggests enhance- 
ent of present rate of contribution of Provident Fund from 6.25 
per cent to ciglit per cent, and in cases where it is already eight 
per cent, to raise it to 10 per cent. Conversion of part of 
Pro\idcnt Fund into rctircmcnt-cum-family pension should be 
operated when the rate of contribution is raised to 10 per cent. 
Pensionary benefits could be worked out on the basis of four per¬ 
cent to start with, the remaining should be paid as Provident 
Fund uccuirulations. 

Tn regard to agricultural labour, the Commission has suggested 
extension of Minimum Wages Act. 1948, gradually beginning 
with low wage pocket areas to others. Formation of one co¬ 
ordination agency both at the centre and at the slate level, organi¬ 
sation of agricultural labour corps, fixation, revispon and enforce¬ 
ment of wages due to them, arc also recommended. 

The Commission suggests that women should be absorb^ 
more and more categories of work and should nowhe^ 

be considocedf secondary to men. Accotding to 

ihc rtpe^ifc principle pf c^ual pay foi equal woik should bo' 

than fs 4^ 
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Mills' Retail Depot, A-25. Connaught Place; Sylco, 11-E, Connaught Place; Bhaglrathmal & 
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AGENTS : Gangabishan Bhasin, Krishan Gali, Katra Neel; S. K. Traders, Katra Neel, 
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HO CHI Minh’s was a classic case of the tragedy of non-fulfilrocnt. He desired 
to see a Vietnam united in its territory and free to pursue its way of life indepen« 
dent of the great powers. But the means he adopted were not the means which 
would work and. because he chose to persevere with them, even his vision got dis¬ 
torted. In the place of a Vietnam united by the will of all its people. President Ho 
began to dream of a Vietnam welded by the force of arms. The blame, however, 
was not his alone. On the history of his times must fall the greater part of the 
responsibility. 

A part also of the tragedy of Ho Chi Minh is that, although he and his works 
did loom large in the history of his times, it is unlikely that his name will be entered 
cnduringly in the record which Cleo keeps for the benefit of the centuries. 
Theconflict in Vietnam, however urgent an issue it maybe in contemporary 
politics, is essentially irrelevant to the central flow of the affairs of men and 
nations through the twentieth century and into the twenty-first. The Vietnam 
war, in whatever manner it may end, does not really matter to the history of 
the world or even to the history of Asia. This is not to decry the quality, 
almost divine, of the nationalism which has sustained it or overlook the 
stupendous heroism of the Vietnamese people who have stood up to the ravages 
of a total war which must be beyond the tolerance of most men or women in many 
parts of the earth. This is only to point out that the Vietnam war is an aberration 
which need not have happened and which may not have happened in other places 
or other times in history. It is, in fact, a creature of confusions in intentions or 
lap.scs in judgment, neither of which was necessarily unavoidable at those levels 
of international statesmanship or diplomacy where they most unfortunately did 
occur. 

It has, no doubt, been argued often enough that the great debate between the 
world that is not communist and the world that is will be settled by the way the 
war in Vietnam goes or the manner in which it is ended. This assumption un¬ 
doubtedly, is one of the most disastrous misconceptions to have confounded inter¬ 
national relations since the end of the last world war. A settlement in Vietnam, 
whatever form it may take, is most unlikely to determine, in any material sense, 
either the role of the US presence in the Pacific area or the potential of the imperial¬ 
ism of Red China in this part of the world. Vietnam, in other words, is simply the 
unnecessary victim of forces beyond its control and Ho Chi Minh, for all his 
natural pride and the immense dignity of his individual self, was, therefore, only 
the plaything of international power politics. It was his people’s loss 
as well as his that he failed to recognise this in time and as a consequence found 
himself compelled to compound one folly by another in a destructive and endless 
sequence. A man of his dedication, determination and utler competence in the 
management of a government or a people docs not often become available for the 
leadership of nations. A world that respects him in his death, as it had 
admired him while he was living, must, therefore, lament the waste of a warrior in a 
battle so bereft of meaning. 
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Lie’s Repeat 

ONCF again, in rcspc^l of the year 
1968-69. tlie Life Insurance Corpora¬ 
tion of India (LlC) has repeated its 
success story according to the figures 
released to the press by Mr M. R. 
Bhide, the LlC chairman, after the 
Corporation board's meeting in Bom¬ 
bay on August 30, 1969. at which 

the annual rcpi^rt and audited 
accounts of the LlC were adopted. 
And, once again, despite all the three 
factors that affect premium rales con¬ 
tinuing to be more fiivouruble than in 
the preceding year, the chairman would 
not hold out hopes of a probable reduc¬ 
tion in premium rates, and this, not¬ 
withstanding the categorical recom¬ 
mendation of the Morarka committee 
and the ARC favouring such a course. 
Presumably, the LlC has its own rea¬ 
sons, although Mr Bhide would not 
take the press into confidence about 
what the examination of the question 
by the actuaries of the LlC itself and 
their recommendation to the govern¬ 
ment are like. 

Here arc the relevant figures and 
at least one strong reason put forward 
by the LlC chairman that seems to limit 
the likelihood of a lowering of life 
premium rates : 


1967-68 1968-69 
per cent per cent 


Lapse ratio 

7 

6.3 

Expense ratio 

27.52 

27.54 

Renewal expense 
ratio 

15.90 

15.91 

Rale of interest 

p.88 

5.94 

earned on the 

mcaJ"* j (gross) 


Life Insurance 

Lund 1 5.18 

5.31 


net 


As regards mortality expense, neither 
the chairman’s statement to the mem¬ 
bers of the LlC nor the Corporation’s 
press release contain actual figures, 
but Mr Bhide remarked that it has been 
quite favourable to the LlC. In 
regard to expense ratio also, he observed 
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Performance 

that, although there was a slight in¬ 
crease, it could be considered as “not 
unsatisfactory”, in view of “the pre¬ 
vailing inflationary situation in the 
country and the payments made on 
account of adjustment allowance, house 
rent, etc to certain categories of em¬ 
ployees.” Incidentally, the statutory 
limit of renewal expense ratio is only 
15 per cent. 

The LlC chief was right when he 
observed that, of all the important 
factors governing the fixation of pre¬ 
mium rates, the most important was 
the renewal expense ratio. It is also 
the most intractable and is perhaps 
one too over which the Corporation 
can have the least cITectivc control, 
notwithstanding Mr Bhide’s claim, like 
those of chairmen of other public cor¬ 
porations, having exercised greater 
control on expenditure. This is be¬ 
cause of the steady rise in cost per LlC 
employee due to increase in scales of 
pay, dearness allowances and innumer¬ 
able fringe benefits which depend not 
so much on the will of the LIC to resist 
as on the bargaining strength of the 
employees who, like Oliver Twist, 
keep on asking for more and also 
getting it in the present circumstances. 

Thus, although there has been a fall 
in the number on the rolls of the Cor¬ 
poration from 52,007 on March 31, 
1968, to 51,667 on March 31, 1969, 
(mainly due to the reductions in the 
number of Class 1 and Class II em¬ 
ployees), the gross .salary bill per month 
in India has gone up from Rs 2.46 
croies in March, 1968, to Rs 2.56 crores 
in March last. More revealing arc the 
following figures of cost per employee 
disclosed by Mr Bhide to the press: 

End of 1956-57 Rs. 3,426 

„ „ 1964-65 „ 4,203 

„ 1967-68 „ 5,378 

„ „ 1968-69 „ 6,381 

In other words, between the years 
1956-57 and 1968-69, there has been 
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a rise of much as about 92 per cent ; 
‘-end wa may be sure-the rising 'tren^ 
would persist, thanks to continuing 
inflationary conditions which do not 
show signs of any early cessation. 

If not much seems feasible on this 
front and as lap.se ratio and net interest 
earned arc not quite predictable, we 
are afraid, the chances of a reduction 
in rales of life premium arc rather 
remote. If only because of this, it is 
relevant to reflect seriously on the re¬ 
lative merits of a reduction in premium 
rales and a rise in bonus rates, the 
only two directions, apart, oj course, 
from better servicing and quicker and 
prompter settlement of claims, in which 
the policyholder could expect to benefit 
from the LlC’s operations. 

Let us assume, for argument’s sake, 
that the Corporation decides to reduce 
premium rates. By how much can it do 
so, taking the most favourable view of 
the case from the policyholder’s point 
of view? On the most liberal estimate, 
this could not exceed some four to five 
per cent, i.e., if the annual premium 
a policyholder has to pay *is, say, 

Rs 50, he may save Rs 2 .(K) or Rs 2.50 
per year. This is but a flea-bite even 
to an urban manual worker in any 
organised industry. On the other hand, 
let us suppose there is an increase in 
bonus rales, as indeed, there must be 
if our rales are to compare favour¬ 
ably with those in dcvcloj^cd countries 
such as the L'K, for example, where the 
average rate works out to around 
Rs 30 per Rs 1,000 sum assured. And 
bonuses arc important in all conscience 
to Indian policyholders about 95 per 
cent of whom take only with-prolit 
policies, be they whole life or endow¬ 
ment. 

If between 1968-69 and 1973-74, 
the LIC were so placed as to double 
the present meagre rates of bonuses, ' 
the policyholders should really feel 
happy. For, then, at least to the extent 
of the annual bonus additions, the 
erosion in the value of the rupee to the 
insured would be taken tare of. This 
is perhaps the nearest we in this 
country could go to reach that ideal of 
correlating the claim amount of a policy 
to the cost of living index as in Israel, 
(there are other circumstances there 
that make this possible, berit noted). 




In sl^rt, takbig all factbta mto coaii- 
<leritioa» we beUeve it would be more 
in the interests of the LIC policyholders 
to shift the emphasis in any discussion 
on this subject from reduction in 
premium rates to rise in bonus rates. 

Now for a brief summing up of the 
highlights of the LlC’s peiformance in 
1968-69. The Corporation completed 
a new record paid-for business of Rs 

929.35 crorcs under 14.54 lakh policies, 
as against Rs 844.17 crores under 14.28 
lakh policies in 1967-68. It is note¬ 
worthy that 9.93 lakh or 68.5 per cent 
of the total number of policies were in 
respect of persons insuring for the first 
time. For the rural areas, this percen¬ 
tage was higher still at 81.3 percent. 

Policies under the non-medical scheme 
accounted for 45.8 per cent, of the total 
number of policies and the amount 
assured was Rs 207.96 crores. There 
was an increase in the number under the 
salary-savings scheme as well. The 
average sum assured per policy rose 
further from Rs 5,913 in 1967-68 to 
Rs 6,390, while about 74 per cent of 
the total number of new policies were 
for sums between Rs J ,000 and Rs 5,000, 
that is in respect of., income groups 
that need life insurance protection most. 

The total business in force on March 
31, 1969, was Rs 5,718 crores under 

134.35 lakh policies, as against 
Rs 5,240 crores under 127.59 lakh 
policies a year earlier. The total pre¬ 
mium income went up from Rs 213.01 
crorcs in 1967-68 to Rs 234.78 crores 
during the year under review. As 
on March 31, 1969, the Corporation’s 
life fund stood as Rs 1,434.47 crores, 
a rise of Rs 174.41 crores over the 
position as on March 31, 1968. Sinfii- 
larly, the LTC’s total assets improved 
from Rs 1,400.01 crores to Rs 1,577.33 
crores over the year. 

A notable feature of the LlC’s work¬ 
ing is its investments position. As 
on March 31, 1969, the total book 
value of the investment of the Cor¬ 
poration was Rs 1,358.99 crorcs, 
including Rs 9.48 crores pertaining to 
non-life business. The distribution 
pattern was 73.1 per cent in the public 
sector, 8.6 per cent in the co-operative 
sector, 0.5 per cent in the joint sector 
and 17 .8 per cent in the private Elector. 


the conifHirAtiwjpAsitioA wai 
as follows ; 

(Rs crorcs) 

1968-69 1967-68 

Public sector 919.51 811.00 

Co-operative sector 107.98 87.42 

Joint sector 6.54 7.13 

Private sector 223.97 211.97 


Although, in absolute terms, there 
was a rise of about Rs 12 crores in the 
LlC’s investment in the private sector, 
it is significant that percentage-wise 
there was a fall from 19 per cent in 
1967-68 to 17.8 per cent in 1968-69 
of the total investment. Mr Bhidc 
attributed this to the fewer demands 
put forward by the private sector. It 
is possible the prevailing economic 
conditions, although improved slightly, 
were also responsible for this. Here¬ 
after, the private sector may have to 
reckon with a steadily declining trend 
for a variety of reasons, such as the 
growing preference to the co-operative 
sector, the criticism that the private 
sector expects financial institutions to 

Recovery 

THE recessionary trends in industry 
witnessed in 1966 and 1967 were rever¬ 
sed last year and this had prompted 
Mr L. K. Jha, Governor of the Reserve 
Bank of India, to designate 1969 as the 
year of revival. Now that wc are fast 
approaching the last quarter of this 
year, it has become reasonably clear 
that the expected recovery in industrial 
output has been a patchy affair with 
limited improvement registered in a few 
industries. Hopes of all-round revival 
in the industrial sector have been belied. 

In some, industries, the paucity of 
raw materials continues to be the 
dominant factor for failure in recovery 
while in others, the deteriorating em¬ 
ployer-employee relations are acting as 
stumbling blocks. The gheraos, lock¬ 
outs and instances of violence have put 
a brake on expansion in production. 
In a small number of industries, de¬ 
mand has failed to rise and match 
supply. Only a handful of industries 
have continued their forward move¬ 
ment unaffected by the prevailing un¬ 


find much the greater 
funds needed for any kdustriill 
and the intriguing sug^stion that the 
LIC and the other financial institutions 
should be allowed the option to cbnvcft 
their loans into shares and to take 
direct participation in the actual day-to^ 
day working of private sector under¬ 
takings assisted by them financially. 


Enough has already been said and 
heard about the LlC’s financing of 
several housing schemes. Mr Bhide 
has indicated that the LIC would 
continue to extend this assistance, as 
also in the matter of water works, 
drainage, state electricity boards, indus¬ 
trial estates, co-operative factories, 
particularly sugar factories etc, thereby 
demonstrating that it too has not been 
lagging behind in its contribution to 
the social and economic development 
of the country. He also added and 
this is very important indeed that this 
would be done “without overlooking 
the interests of the policyholder”. 
That certainly is some consolation (wc 
were about to say sop). 

in Patches 

favourable climate for industry in 
general. 

At the time of writing, indices of 
industrial production are available for 
the first four months of the current 
calendar year, showing a rise of 9.2 per 
cent over the corresponding period in 
1968. This relatively encouraging 
improvement was due primarily to a 
sharp rise of about five per cent in 
April over March when the index 
attained a new peak at 175.2 (base: 
1960o«l(X)). For the first quarter of the 
current year, however, the indices of 
industrial production had recorded a 
rise of only 6 .6 per cent over tiie corres¬ 
ponding quarter in 1968. Considering 
that the increase in industrial produc¬ 
tion in 1968 over 1967 had been about 
6.1 per cent, the performance of indus¬ 
try in the first quarter of 1969 was not 
much of an improvement over the 
corresponding quarter in 1968, but the 
production record for the first four 
months of 1969 does hold out a promise 
of an average rise of between s^ven and 
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eight per cent in the current year. 

It is perhaps unfair to judge the per¬ 
formance of industry in a full year on 
the basis of its working for the first 
four months only. The data available 
for selected major industries covering 
the fii*st half of the year, however, 
corroborates the conclusion that the 
advancement in production has occur¬ 
red in a few selected industries only and 
that some of the leading 'industries 
have continued to stagnate and have 
even recorded a fall in production. 

The cotton textile industry, for ins¬ 
tance, did not fare well in the first two 
quarters of the current year. The volume 
of output of cloth in each month from 
January to June in the current year was 
lower than production in the corres¬ 
ponding months in the preceding year. 
The story in the ease of cotton yarn was 
also not diflerent. The output of yarn 
in the first six months of the current 
year was lower than production in the 
sanje period in 1968. Stocks of unsold 
cloth and yarn with mills, however, 
declined month after month partly due 
to reduced output and partly because of 
some recovery in demand. 

The jute industry suflered a serious 
setback as its total production dropped 
by 25 per cent in January-June, 1969, 
in relation to the same period in the 
preceding year. The loss of production 
by more than 20,000 tonnes in the 
recent eighwiay strike by workers may 
be difficult to make up in the coming 
months. The indications at present arc 
that the current year will close with a 
markedly reduced level of output in 
jute manufactures, thanks largely to 
a lean crop of raw jute possibly due to 
encroachment of paddy o\er jute lands. 

While the cotlop textile and jute 
industries have not been doing too well, 
the man-made fibre industry presents a 
brighter picture, with the production 
level improving steadily over the year. 
Since February last, however, this in¬ 
dustry has been stagnating. The output 
of man-made fibre filament yarn indus¬ 
try in the first four months of the cur¬ 
rent year has remained subdued at u 
level marginally lower than the average 
monthly performance in 1968. The 
woollen fabrics industry, on the other 
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hand, recorded some improvement in 
production so as to reach the average 
monthly level attained in 1966. 

The revival in the engineering indus¬ 
tries is no doubt heartening, thanks to 
improved performance in exports, but 
it will be wrong to draw the conclusion 
that all engineering units arc now out 
of the woods. The facts in regard to 
some of the public sector plants make 
highly discouraging reading. A high 
percentage of idle capacity is reported 
by the Heavy Engineering Corporation, 
Mining and Allied Machinery Corpora¬ 
tion, some units of Hindustan Machine 
Tools, Bharat Heavy Electricals and 
Ncyveli Lignite Corporation. The steel 
plants in the public sector have, how¬ 
ever, been able to maintain production 
at a high level of rated capacity. As agai¬ 
nst the installed capacity of 1.8 million 
tonnes, Roiirkcla produced I .16 mil¬ 
lion tonnes of steel in 1968-69 and Bhilai 
1.73 million tonnes against its capacity 
of 2.5 million tonnes. Production in 
Diirgapur was 0.82 million tonnes 
against its capacity of 1.6 million ton¬ 
nes. 

The Heavy Engineering Corporation 
put up a poor show in 1968-69 as its 
output of machinery at a little more 
than 14.000 tonnes was barely 13 per 
cent of its installed capacity. The 
Foundry Forge Project also fared badly 
as it utilised only seven per cent of its 
installed capacity. The same story was 
repeated in the case of the Mining and 
Allied Machinery Corporation which 
utilised only 16 per cent of its capacity, 
partly due to labour trouble. The capa¬ 
city utilisation in Bharat Heavy Elec¬ 
tricals was also poor. Its Hyderabad 
unit utilised only 29 per cent of its 
capacity while the Tiruchi Boiler Plant 
used less than one-third of its rated 
capacity. Even that well-run public 
sector unit, i.e., Hindustan Machine 
Tools, could not escape the general 
trend. Its Kalumassery plant utilised 
the maximum capacity at 82 per cent 
followed by the Bangalore unit at 48 
per cent, the Pinjore unit at 45 per cent 
and the Hyderabad unit at 8 per cent. 

The watch unit of the HMT, however, 
performed well by producing 300,000 
watches and utilising 83 per cent of its 
capacity. Another public sector unit, 


the Synthetic Drug Plaiit of Indian 
Drugs and Pharmaceuticals Ltd, used 
less than half of its rated capacity l^au&e 
its products did not find a ready market. 
Some of the drugs manufactured by it 
were available in the market at reduced 
prices, thanks to imports. The Rishtkesh 
plant used only 10 per cent of its rated 
capacity. 

The industries which have shown 
clear signs of revival arc mostly engineer¬ 
ing and chemical industries. The rise 
in exports of engineering industries is 
currently being attributed to the reces¬ 
sion which forced the engineering units 
to explore markets abroad to keep their 
heads above water. In 1968-69, the value 
of engineering exports at Rs 85 crores 
was an all-time record and the industry 
has now targeted exports at Rs IK) 
crores in the current financial year. 
During the period April to July this 
year, (he value of exports of engineer¬ 
ing goods was 22 per cent higher than 
the exports in the same period last 
year. 

However, the value of exports in 
June and July this year showed a nomi¬ 
nal rise over exports in the same months, 
last year pointing to the danger that the 
domestic demand having risen the 
manufacturers might slacken their ex¬ 
port effort. If this should happen, it 
would be very unfortunate for the coun¬ 
try. These engineering units must 
increase their output to meet both the 
domestic and foreign demands. Some 
engineering industries have recently 
pointed out that they are experiencing 
acute shortage of raw materials such as 
pig iron. Increased exports of pig iron 
have clearly cut into supplies of this 
raw material for some of the engineer¬ 
ing units. 

The engineering industries which have 
exhibited an unmistakably rising trend 
in production in recent months are 
machinery-making and metal products 
industries. Also many consumer dur¬ 
ables—electric fans, radio receivers,^ 
domestic refrigerators, storage and dry 
batteries—have experienced recovery in 
demand and have, therefore, increased 
their production. The other industries 
which have increased their production 
in the wake of the revival arc wire 
ropes, hand tools and small tools, razor 
blades, machinery components and 



$fXes8ot\ti, motor cycles^ bicycles and 
scooters. 

The manidkoture of rubber products 
especially tyrcS and tubes has taken a 
sharp upturn after the recent import 
of raw rubber from abroad. There is 
no longer any shortage of tyres and 
tubes in the market. Chemicals and 
chemical products have also kept up 
their upward trend in output; fertilisers 
in particular have shown marked im¬ 
provement. Cement has done well with 
a rise of more than 11 per cent in 
production in the first four months 
of the current year over the corres¬ 
ponding period in 1968. On the other 
hand, the paper industry is stagnating. 

That industrial revival in our country 
is still half-hearted is apparent from the 

Tamil Nadu : 

THE Tamil Nadu government is anxi¬ 
ous to implement a large fourth Plan 
which will lay emphasis mainly on rural 
electrification, creation of additional 
generating capacity and the modernisa¬ 
tion and completion of existing and 
spill-over irrigation projects. Special 
attention will also be paid to the 
development of industrial economy in 
the private and public sectors apart 
from spending sizable amounts on edu¬ 
cation, water supply schemes, health 
and family planning schemes and the 
like. 

The main difficulty of the govern¬ 
ment lies in the selection of schemes due 
to the paucity of natural resources in 
the form of river waters and mineral 
wealth. While the agricultural sector has 
to be strengthened for creating addi¬ 
tional potential for food production of 
over three million tonnes, the state 
government is not in a position to 
create new irrigation facilities as, except 
for some small schemes and the comple¬ 
tion of spill-over projects, available 
river water resources have been very 
nearly harnessed. The objective will, 
therefore, be to modernise the existing 
irrigation schemes and develop inten¬ 
sively the areas coming under the com¬ 
mand of the different projects. 

There will also be liberal use of agri¬ 
cultural inputs and it is confidently 
expected that the target of 7.9 million 


listles^ss diown by ii^vestors in equi¬ 
ties. Risk capital was shy in the first 
quarter of the current year, though there 
was soihc improvement in initial and 
“rights” issues in the second quarter. 

Capital issues till June this year totalled 
Rs 19.8 crores (as against Rs 32.9 
crores in the same period in 1968), the 
contribution of debentures being about 
three-fourths of the total. The high 
proportion of investment in debentures 
is indicative of the mood of the investor 
who is still not sure of receiving ade¬ 
quate return on risk capital. The recent 
nationalisation of major banks and the 
Prime Minister’s frequent statements 
threatening socialist measures are like¬ 
ly to dampen the confidence of the 
investor, making the process of recovery 
more slow and painfol. 

Plan Purposes 

tonnes of food production, to be achiev¬ 
ed by 1973-74, will be easily reached. 
This represents an increase of nearly 
25 per cent in output over the base 
year. As pump-sets are being energised 
at the rate of 50,0(X) units annually and 
a new record was established in 1968-69 
by the state electricity board at 57,756 
pump-sets, it is expected that over 6.5 
lakh pump-scls will be in operation by 
the end of the Plan period. If rainfall 
does not prove to be disappointing, 
with efficient water management and 
effective augmentation by lift irrigation, 
the output of food and cash crops can 
be significantly raised. The outlay on 
agricultural and irrigation schemes will 
be Rs 130 crores excluding centrally- 
sponsored schemes. 

But it is in the field of construction 
of a vaster network for transmission of 
electricity and the execution of power 
schemes that Tamil Nadu will again be 
giving a lead to the rest of the country. 
It will have the proud privilege of pro¬ 
viding electricity for every village and 
hamlet in the region by 1971 besides 
energising pump-sets in a big way. This 
policy has proved to be very helpful in 
dispersing the location of industries, 
big and small, besides extending lift 
irrigation facilities over a large area. 

The total expenditure on rural elec¬ 
trification alone is expected to be as 
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much Rs 122 crores including ihstilri- 
tional finance of Rs 30 crores.: Power 
generation schemes will accoultt figir 
about Rs 87 crores while it is proposed 
to acquire many undertakings in the 
private sector which are now operating 
as distributing agencies in different 
parts of the state. The expenditure on 
power projects would have been much 
higher but for the fact that good pro¬ 
gress has already been made on many 
continuing schemes such as the Kodayar 
and Parambikulam-Aliyar project and 
the Ennorc thermal station. Several 
new hydel projects in the Nilgiris and 
elsewhere are proposed to be taken up. 
But the Ennorc thermal station alone 
will be having an installed capacity of 
440 mW and the Kodayar and Parambi- 
kulam-Aliyar project of 255 mW. 

It is estimated that there will be an 
increase in the Installed capacity of the 
Tamil Nadu Electricity Board to 2110 
mW from 1170 mW at the beginning of 
the Plan. Besides, the third 100-mW unit 
at Neyveli thermal station will be com¬ 
pleted shortly while the Kalpakkam 
nuclear power station is expected to be 
ready in the next three years, with an 
initial capacity of 200 mW. As it is 
apprehended that even with such a 
large addition to generating capacity 
there will be a gap of 395 mW between 
supply and demand, it has been argued 
that the initial capacity of the Kalpak¬ 
kam .station should be raised to 4(X) mW. 
Besides, early steps will have to be taken 
to open a second mine-cut at Neyveli 
for creating a new super thermal sta¬ 
tion and the location of another nuclear 
power station at Tuticorin. 

What is significant to note is that 
annual consumption of electricity has 
been increasing by over 8 per cent and 
there may be a faster growth in the com¬ 
ing years with an increase in the agricul¬ 
tural load and the promotion of new 
industries which will consume large 
blocks of power. It may be possible to 
get supplies temporarily from Mysore 
and Kerala. In fact the situation at the 
present moment is so acute that but for 
the availability of large supplies from 
Neyveli, Kerala and Mysore, it would 
have become necessary for the state 
electricity board to think in terms of 
imposing a cut early in 1970, It is, how¬ 
ever, likely that the surpluses 6f Mysore 
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will be used up and power from the 
Idiki project in Kerala may not be avail¬ 
able in lime. It will, therefore, be advis¬ 
able to raise the initial C5apacity of the 
Kalpakkam station to 400 mW besides 
thinking of opening a second minc-cut 
at Neyveli. 

The industrial economy will be deve¬ 
loped mainly in the private sector though 
the state has its own schemes for esta¬ 
blishing a cement plant and a conti¬ 
nuous billet casting unit. But it will be 
the petrochemical complex around 
Madras Oil Refinery that will assume 
great importance in the coming years 
as, apart from the huge fertilizer unit 
which will Sturt functioning early in 
1971, many petrochemical units will be 
coming up in this area. 

Arrangements have already been 
completed for erecting a unit to manu¬ 
facture petroleum speciality products 
with the technical assistance of Ameri¬ 
can interests. Another plant for produ¬ 
cing polyester fibre will come up in the 
same locality. There will be a third pro¬ 
ject for turning out pharmaceutical pro¬ 
ducts. It is also hoped that an industrial 
licence will be issued shortly for pro¬ 
moting a carbon black plant. Other 
schemes too may be taken up without 
much delay and there is the prospect 
of the Manali petrochemical complex 
taking good shape even in the current 
Plan period. The by-products available 
in Neyveli may at the same time be used 
for establishing chemical industries in 
that area while a new complex may 
spring up in the hinterland of Tuti- 
corin harbour. 

The Salem steel plant is, of course, 
very much in the picture though only a 
small beginning will be made in the 
establishment of a pelletisation plant. 
The state government is very anxious 
that entrepreneurs in the private sector 
should take up new schemes and the 
necessary arrangements will be made to 
provide basic facilities in financial re¬ 
sources. There will also be sizable ex¬ 
penditure on social services and the 
development of communication facili¬ 
ties. 

The state’s Finance Minister, Mr K. 
A. Mathiazhagan, is worried that the 
required resources for financing a plan 
of Rs 624 crores cannot be easily found 
as the state has suffered badly under the 
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new formulae evolved by the National 
Development Council for granting cen¬ 
tral assistance and by the Fifth Finance 
Commission for determining the state’s 
share of central revenues and grants-in- 
aid. The drop in central assistance will 
be as much as Rs 48 crores while under 
the latest recommendations of the 
Tyagi Commission, the slate will be 
getting only Rs 24 crores additionally by 
way of devolution of revenues and 
grants. There will, therefore, be a re¬ 
scheduling of debt repayments and addi¬ 
tional aid from commercial banks and 
government-owned financial institu¬ 
tions. 

Already some measure of assistance 
has been secured from commercial 
banks and the Life Insurance Corpora¬ 
tion and other sources and the actual 

Progress \ 

FROM the proceedings of this year’s 
annual general meeting of the Indian 
Woollen Mills’ Federation (IWMF), 
it is clear that, in spite of its continu¬ 
ing to be bedevilled with the problem 
of shortage of raw material, the industry 
has made satisfactoi’y progress. Perhaps 
the most notable feature of such pro¬ 
gress is that this industry, which has to 
depend on imported raw materials to 
a considerable extent, has become a 
net earner of foreign exchange. 

According to the chairman of the 
Federation, Mr L. P. Pittie, in spite of 
a reduction in export of raw wool, 
the industry earned foreign exchange of 
about Rs 6 crores during 1968 by way 
of export entitlements, in addition to 
Rs 12 crores of actual users* allocation. 
There were substantial increases over 
the previous year’s level in exports of 
woollen fabrics, hosiery and garments. 
The export of fabric to the general cur¬ 
rency areas, it is noteworthy, accounted 
for 80 per cent of the total export of 
fabrics. 

The industry introduced a new 
item of export—woollen garment— 
which found its way into international 
markets and earned two crorc rupees 
last year (1968). All in all, the overall 
export of wool and woollen products 
touched the record figure of Rs 26 
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outlay on power projects will be Rs 30 
crores more than the allocation out of 
the state’s own resources. Even so 
there will be a big gap of over Rs 90 
crores and it remains to be seen how the 
final outlay on the Plan would be deter¬ 
mined. There is not much scope for 
reducing allocations under agriculture, 
irrigation and power, industry and com¬ 
munications. Social services would be 
badly alTccted if there was a bottleneck 
in respect of finance. The final picture 
may emerge by the end of this year. 
But the state government seems to 
be confident that with a sympathetic 
attitude of the Planning Commission 
and effective help from the •govern¬ 
ment-owned corporations and the 
nationalised banks, the Plan of the 
size originally contemplated can be got 
through. 

I Woollens 

crores during 1968-69, which meant an 
increase of about 20 per cent over the 
1967-68 performance. As against this, 
the total imports by the industry 
were about Rs 13 crores only. This is 
certainly a creditable performance, and 
Mr Pittie did well to convey his sense of 
appreciation to the Wool and Woollen 
Export Promotion Council for its role 
in gearing the industry as a truly ex¬ 
port-oriented industry. 

On the production front also, the 
Indian woollen industry had a generally 
satisfactory performance to its credit, 
considering that it could report a seven 
per cent increase in the utilisation of 
spinning capacity for its worsted sector, 
from 35 per cent during 1967 to 42 
per cent during 1968. The production 
of all types of worsted yarn in 1968 
went up to 5.5 million kgs compared to 
4.5 million kgs in 1967; production of 
shoddy and woollen yam was more or 
less maintained at the same level at 
about four million kgs; the production 
of carpet yarn showed a rise from 3,5 
million kgs to 4.5 million kgs ; the 
production of wool tops, Indian and 
imported, rose from nine^ million kgs 
to 12 million kgs; and the production 
of wearable fabric was 12 million metres* 
as against nine million metres in 1967« 

It has been the case of the industry 
(and its validity has been recognised 
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; ttWcast Iby tie Chief Mifejgter of Otjjarat 
aod tho Finance Minister of Maharash¬ 
tra) that, giyfen the required assistance 
by way of foreign exchange for import¬ 
ing raw wool and for modernising the 
industry, it could raise its exports to 
Rs 40 crores in about five years’ time: 
This has been reiterated by the I WMF 
in its recent memorandum to the Plan¬ 
ning Commission outlining the indus¬ 
try’s programme of development dur¬ 
ing the fourth five-year Plan. 

Last year, when the then President 
of the Federation, Mr U. M. Patel, 
envisaged an increase in exports of woo¬ 
llen goods to Rs 40 crores in about 
five years* time, Mr Hitendra Desai 
had opined that this target of Rs 40 
crores could be overstepped even 
earlier. Presumably this and its own 
record in 1968-69 have encour¬ 
aged the Federation to declare in 
its memorandum to the Planning Com¬ 
mission that, with encouragement by 
way of necessary raw material, plant 
and equipment for modernising and 
certain other incentives to it, the 
industry would be able lo double 
its exports by 1973-74. 

Now, out of these prerequisites soli¬ 
cited by the woollen industry, the 
Government of India seems to have 
conceded only the increased import of 
raw material. Having at last apprecia¬ 
ted the need for adequate raw material, 
the govcmmenl has made progressively 
higher allocations, the allocation for 
April-Scptcmbcr, 1969, being the highest 
ever half-yearly allowance since the 
OGL was suspended in 1967. It is 
to be hoped this helpful gesture would 
continue. As for import of plant and 
machinery, although there is a provi¬ 
sion in the Import Control Regulations 
that applications for import of capital 
goods will be given high priority out oJ 
a special allocation of foreign exchange 
to be made for the priority units, we 
understand, no such licence has been 
issued so far. 

Similarly, the priority-industry treat¬ 
ment in the matter of raw material 
supplies promised in the Import 
Policy for 1968-69, and reiterated in 
1969-70, to the units exporting more 
thin 10 per cent of their production has 
yet to bo received by some of the wool- 
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kn mills which quali^ for it in 1967-68 change earner. This is a good point 
and have also applied tot it. Nor has you to press your claim with the iihion 

the Indian woollen industry got the government for a larger allocation.’'' 

concession of development rebate gi'an- No industry could expect its case to be 
ted to the priority industries. momcffectivciyespouscd, but, inasmuch 

as the proof of the pudding is in the 
In the circumstances, it is but cold eating of it, the woollen industry would 
comfort for the industry to be told by Mr do well not to bccojuc complacent. 

S.K. Wankhedc, Maharashtra’s Finance 

Minister, at the last annual meeting of Indian woollen industry has been 

the Federation: '*Your industry has ^»orc, and justifiably sore as wc pointed 
triple rcsponsibiliiics-^-to clothe the these columns last year, with the 

Javvans, to provide clothing for our import policy with regard to wool 

people and to export to highly competi- wool tops, in particular its two 

tive markets. All these, I feci, the impentant features, namely, canalisa- 

induslry is doing ably_ 1 am im- tion of imports of raw material through 

pressed with the progress your industry the State Trading Corporation of India 
has made both in domestic and export diversion of a major part of actual 

fronts and I am sure your industry will users’ import entitlements from the 

continue to make its contribution to spinners to the other categories of 

our national development.” manufacturers. According to the indus¬ 

try, while canalisation of imports of 
A legitimate hope of the industry has woollen raw material is improper, the 
been to be able to operate at a higher material allocation should not go 

capacity than it has been able to do all category of manufacturers other 

these years. Wc are told the Planning ^han the spinners, as the latter only are 
(’ommission has recognised the problem actual users of wool/wool tops, 

of idle capacity in the Indian woollen the IWMF has said so categori- 

induNtry. Indeed, as Mr Wankhedc cally, besides cautioning the aiilhoriiies 

observed, one of the objectives of the the possible repercussions. That 

fourth Plan (whenever it may be finalis- its apprehensions have not been un- 

cd) is to help the industries lo reduce founded arc evident from even the past 

their idle capacity. Further, according year's brief experience, 
to him, so long as an industry dependent 

on imported raw materials does not Thus, “whereas the imports of the 
cause a net drain of foreign exchange, organised sector have, by and large, con¬ 
it has a good case for seeking more ex- linucd to be on sound and regular lines 

change to reduce its idle capacity. under the interim working arrangements 

Maharashtra’s Finance Minister also with the State Trading Corporation of 

said : ‘T find from the exports of your India (following a writ petition by a few 

industry that you arc a net foreign cx- mills in the Bombay High Court and 

Sla.6ietn ^conomht 25 
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With the diffusion of indiislrializalion 1935-29 while the part which can be 

throughout the world, ihc classical analysis of analysed as exchange of manufactures against 

international speciali/ytion into exchange manufactures has steadily increased from 8.8 

between primary prodiKls and nTanufaciures to 25.7 per cent. International trade is more 

as the charactcrisiic pctitcrn t>r iniernalional and moie l>ecoming one of‘complex speciali* 

trade, has become increasingly outmoded and nation' of high grade and low grade goods and 

will become more so after the war as indus- while the trade in older types of goods tends 

trialization is speeded up in newer countries, to be a more or less static quantum and value, 

A study of the conunodity structure of trade the trade in the 'new dynamic goods' lends 

of Great Britian, for example, shows that the to expand very rapidly. When newer countries 

part of the trade which can be broken down are industrializing, the older manufacturing 

as an exchange of manufactures against raw countries must be prepared to lose trade in 

materials and foodstuffs has steadily fallen older lines and change over to increasingly 

(rom 65.9 per cent in 1854-63 to 35.4 in high grade and‘new dynamic goods'. 
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sions already taken,” 

Similarly, Mr Wankhcde did not seem 
to be very happy with the recent decis¬ 
ion to canalise hosiery knitwears through 
the STC. Jn particular, he was averse to 
additional exports of this item going to 
the rupee payment countries and want¬ 
ed that a sizable volume of it should go 
to the general currency areas so as to 
enable India to import industrial raw 
materials from where they are more 
abuTidanlly and easily available, namely 
the hard currency areas. 

Finally, a word about that very im¬ 
portant aspect of sclf-sufticicncy in 
essential raw materials. The IWMF 
has already committed itself in its 
memorandum to the Planning Com¬ 
mission that it would not depend on 
imported raw material indefinitely and 
that steps would be taken by it for 
improving the quality and productivity 


of Indian sheep which withlxi a period 
of years should enable it to aubslitute 
imported wool as far as possible. But, 
as Mr Wankhedc rightly recognised^ the 
initiative in this matter has to come 
from government. He was not content 
merely to mouth this statement, but 
offered to consider on merits any cons¬ 
tructive suggestion that the industry 
could offer for sheep breeding farms in 
which sheep farmers could participate in 
a large measure. 

Being a pragmatist, Maharash¬ 
tra's Finance Minister realises 
that, eventually, any improvement 
in the productivity of sheep would ^ 
beneficial not only to the wcmllen in¬ 
dustry but to the farmers also. The 
Federation should seize the opportu¬ 
nity, as it has done in the case of the 
suggestion of the Chief Minister of 
Gujarat last year in the matter of deve¬ 
loping Indian Merino as a step towards 
import substitution. 
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the subsequent negotiations between the 
IWMF and the STC), the imports effect¬ 
ed directly by the STC for supply of 
part of raw material entitlement under 
the export promotion scheme and for 
supply of raw material to the units in the 
decentralised sector have been delayed 
and irregular, resulting in dislocation 
of production and trade. 

‘The consequent scarcity of raw inale- 
tial has already rendered a large part of 
the capacity of many units idle. The 
diversion of the vital raw material to the 
dcccniralised sector units who could 
give the material for spinning to the 
spinners at a bargained price has not 
only led to unhealthy competition but 
also to uneven distribution of idle 
capacity amongst the spinners. The 
government had expected that the prices 
of yarn and other woollen goods would 
show a downward tendency and the 
consumers would thereby be bcnclittcd. 
But, in actual practice, the reverse has 
taken place in spite of higher imports 
of raw material." In other words, to 
quote Mr Pittie again, “this new policy 
is neither in the interest of the industry 
nor in the interest of the consumer, 
and the sooner it is revised, the better it 
would be in the interest of all concern¬ 
ed.” 

This glaring record of the STC’s 
handling of wool imports raises the 
broader issue, r/r., whether it is at all 
prudent for the union government to 
push through its declared policy to 
canalise all imports through the STC, 
even if it be only in gradual stages. 
Even Mr Wankhedc docs not appear to 
think it is; at any rate, he seems to have 
many mental reservations. For, he has 
remarked ; ‘"While it may be a step in 
the right direction having regard to 
the overall objectives of the country 
in view, nevertheless, it puts a burden 
on the State Trading Corporation to 
prove ils efficiency in achieving certain 
basic targets. The organisation of the 
STC has to be streamlined and has to 
work in a businesslike manner and show 
that the idea of bulk buying is in the 
ultimate interests of the country. If, in 
practice, however, it appears later that 
it is not economical or profitable to 
canalise certain items through the STC, 
I feel it will be open to our union 
government to examine the position 
from time to time for revising the dcci- 
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PARTY AND GOVERNMENT 

DR. A. APPADORAI 


PERHAPS the most dimcult question 
that has been thrown up by the politi¬ 
cal crisis that rocked the country 
over the presidential election is the 
relation between the party and the 
government, or more precisely, the i uling 
party and the government. In normal 
times, (he question is hardly raised. But 
when the head of the govcrnmtnt does not 
sec eye to eye with the head and the execu¬ 
tive of the party on fundamental questions 
such as selection of the party candidate 
for the presidential election and permitting 
members of the party to vote accoiding to 
conscience, the question is not only raised 
but leads to acrimonious debate. 

We said this is a “dillicult’' question, and 
it will be seen presently why it is “ditHcuir ; 
the statements by political leaders over¬ 
simplify the issue. Thus the Congress 
Working Committee made a platiiudinous 
statement on the subject follows : - 

A factor of crucial importance is the need 
for the two key figures in the organisation, 
the president of the Congress and the 
leader of the parliamentary party, to 
work harmoniously and with muiiial 
understanding. 

The president of the C\ingrcss has the 
important task of running the organisation 
which has the responsibility to laydown 
broad policies and rally the people in sup¬ 
port of accepted policies. 

PM*s RMponsIbllities 

The leader of the parliamcntaiy party 
as Prime Minister has to implement party 
policies but a.s head of the government has 
wider responsibilities to the countiy as a 
whole in the national as well as interna- 
Uonal spheres. They are not rival centies 
of power. They have to function in a 
complementary manner in the interest of 
the party and the country. 

The Working Committee wishes to em¬ 
phasise that any attempt to denigrate either 
the head of the organisation or the head 
of the government, is bound to hurt the 
party and tarnish its image, leading lO the 


weakening of both. Such attempts must 
be avoided. 

“Working*’ harmoniously and with mu¬ 
tual understanding, “functioning in a 
complementary manner'’ arc innocuous 
phrases which mean nothing to persons who 
aspire for power. The Working Com¬ 
mittee introduced another innocuous phrase 
“disciplined conduct and behaviour" in an 
earlier part of the resolution, forgetting 
that it was the lack of disciplined conduct 
among a large number of members of the 
parly who wore also members of the legis¬ 
latures that had brought about the threaten¬ 
ed split in the party. 

Complementary Work 

The question is a dirficult one because it 
js by adopting ways and means, the techni¬ 
ques of working with mutual understanding 
that harmony in relations can be promoted, 
and the two wings- the governmental and 
the organizational can “work in a comple¬ 
mentary manner". The Congress leaders 
who drafted the Working Committee reso¬ 
lution cannot have forgotten the report 
(in 1955) of a high powered committee 
consisting of Govind Ballabb Pant, Morarji 
Uesai, Or B. C. Roy and K. Kamaraj to 
suggest conventions to be followed in future 
in the matter of co-ordination between the 
ministries and the pradesh Congress com¬ 
mittees, The committee inter aha sugges¬ 
ted the following guidelines for co-opera¬ 
tion between the two wings : 

(/) The chief minister should arrange 
for meetings of ministers with oflicc- 
hcarers of the PCCs as frequently 
as necessary for consultation and 
exchange of thought. He may also 
invite them to legislature party meet¬ 
ings for sounding feelings and opi¬ 
nions. 

{li) Ihe president ol the PCX' and the 
chief minister should meet as fre¬ 
quently as may be necessary. The 
president should be regarded as an 
ex-officio member of the party ex- 
cutivc and the chief minister of the 
executive of the PCC. The ministers 
and the members of the PCC exe¬ 
cutive should ordinarily meet once 


every quarter. Ail matters fiuggest^ 
for discussion by the presid^t 
or the chief minister should be 
included in the agenda. 

(m) When the chief minister or hJs cabi¬ 
net colleagues go out on (our, they 
should give intimation to the local 
committees and meet them to dis¬ 
cuss local problems or any com¬ 
plaints that Congressmen may have 
about local atTairs. 

(/r) All bills should be sent to (he PCC 
for comments immediately on their 
publication. The ministers should be 
allowed to cany on their day-to¬ 
day administrative functions freely, 
and there should be no interference 
in the matter of transfers, appoint¬ 
ments, promotions and dismissals. 
Judicial proceedings should not be 
the subject even of private discussion. 

The independence of the judi¬ 
ciary should be maintained. If 
there arc any complaints about 
local officers, the same should be 
sent to the president or the chief 
minister but no criticism should 
be made in any other manner. 
The Congress committee or Cong¬ 
ressmen should not criticise the 
government publicly or in the 
C4)Iumns of newspapers. If there 
is any ditTcrcncc of opinion 
about a matter of policy which 
cannot be resolved locally, a refe¬ 
rence should be made to the parlia¬ 
mentary board and its help should 
be souglit but in no case should 
such differences be made the sub¬ 
ject of public discussion. 

Ministers .should do everything 
reasonable to raise the strength 
and prestige of the Congress 
and Congressmen should actively 
support the policies of the govern¬ 
ment and remove misunder¬ 
standings. Wherever any serious 
complaints arc made by the presi- 
<lcnts i>f the PCC, the ministry 
should examine them and if neces¬ 
sary take suitable steps against 
delinquent officials. 

If any complaint is made about 
the misbehaviour or perverse atti¬ 
tude of any Congressman with 
regard to official or other matters, 
the president should take suitable 
disciplinary action. Assistance of 
Congressmen should be sought for 
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constructive work, community 
projects, national exteasioascrvicc 
blocks, social welfare boards, etc. 
Congressmen should co-operate 
with ministers and local authori¬ 
ties in procuring voluntary labour 
and giving ctfect to other schemes 
for the general uplitt of the people, 
(v) The PCC executive and the cabinet 
should work as integral parts of an 
organic whole with complete under¬ 
standing and realisation of the basic 
fact that their interests arc inter¬ 
linked and intcr-dependent and nei¬ 
ther can succeed without the volun¬ 
tary co-oporation of the other, 

A conference of the presidents of the 
pradesh Congress committees and the 
leaders of the Congress legislature parties 
held on September 2, 1955, endorsed the 
above guidelines. Three days later, the 
parliamentary board adopted the report 
mentioned above and expressed the view 
that the principles outlined in the report 
should in general be the guiding factors in 
determining the relationship between the 
organization and the government. 

National Polklei 

On the question of national policies, the 
Congress Reorganisation Committee (1969) 
took the view' that in all matters of policies 
or policy decisions of national or inter¬ 
national importance, the Congress Work¬ 
ing Committee should be consulted and 
such policies arc adopted or policy deci¬ 
sions arc taken only after such consulia- 
tioas. 

It is significant that one other recom¬ 
mendation of the Congress Reorganisa¬ 
tion Committee was rejected by the Work¬ 
ing Committee that the Prime Minister 
sJioiiId submit an annual survey to the 
Congress of the work of the government 
so that there might be better co-ordination 
between the parliamentary wing and the 
organisational wing. The suggestion was 
not pressed—on the unconvincing pica that 
if adopted, it might land the government 
in trouble in Parliament on the question 
of breach of privilege. 

The meeting of the Working Com¬ 
mittee—referred to above—also decided to 
restrict the ministerial strength in it to 10 
out of its 21 members, showing that the 
oiganization did not want to be domina¬ 
ted by the government. 

It is time that the detailed suggestions 
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made by tlio committee referred to above 
arc studied again by a joint body of the 
organisational and governmental wings of 
the party with a view to making workable 
adjustments to ensure harmony in policy 
matters. 

Prime Minister's Discretion 

A Ttmes of India report on August 30 
carries the story: “Mrs Gandhi today main¬ 
tained that the discretion of the Prime Minis¬ 
ter could not be fettered by the organisa¬ 
tional w ing in the selection of ministers and 
other matters which fall exclusively within 
her jurisdiction”. Further to reinforce her 
argument that “the Prime Minister had 
unfettered discretion so far as the running 
of the parliamentary parly was concerned, 
Mrs Gandhi referred to the controversy 
lietwecn the former British Prime Minister, 
Lord Attlee and the chairman of the 
Labour parly, Mr Harold Laski, and point¬ 
ed out how Lord Attlee could not accept 
the views of his party chief.” 

A study of the working of the parties in 
Britain and Australia is relevant in this 
connection. So far as the British parties arc 
concerned, the Prime Minister’s assessment 
is broadly correct. R. T. McKenzie in his 
classic British Political Parties comes to the 
conclusion that the primary function of the 
mass organisations of the Conservative and 
Labour parties is to sustain two competing 
teams of parliamentary leaders between 
whom the electorate as a whole may perio¬ 
dica I ly choose. When the electorate has 
made its choice, the leaders of the success¬ 
ful team don the garments of authority 
which are provided under the cabinet sys¬ 
tem and they retain this authority so long 
as they retain the confidence of their fol¬ 
lowers in Parliament (and, of course, of 
the electorate). Their followers outside 
Parliament become little more than a high¬ 
ly organized pressure group with a special 
channel of communication directly to the 
leader, the cabinet and the parliamentary 
parly.”^ Most governments at one time or 
other find it advisable to make concessions 
on some issue of policy to the clearly 
expressed views of their followers outside 
Parliament. But they make such conces¬ 
sions much more frequently to their fol¬ 
lowers in Parliament on whose day-to-day 
support in the division lobbies the go\em- 
ment depends. 

A study of the working of the Labour 
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party in Australia shows that: (/) the memr ^ 
bers of the party have no freedom of 
and (/i) the Prime Minister, if drawn frofti 
that party, has much less discretion than 
in Britain. Every aspiring Australian Labour 
party candidate ”must pledge himself to 
the same discipline: ‘I hereby pledge my¬ 
self not to oppose any selected and endors¬ 
ed candidate of the Australian Labour 
party. I also pledge myself, if returned to 
Parliament, on all occasions to do my ut¬ 
most to ensure the carrying out of the prin¬ 
ciples embe^died in the Labour platform^ 
and on all such questions, especially on 
questions affecting the fate of a govern¬ 
ment, to vote as a majority of the Labour 
parly may decide in a caucus mcAing’...”t 
Labour's federal policy is decided by the 
federal conference of the party, made up of 
six delegates from each state branch and 
meeting biennially. “Its executive, made 
up of two delegates elected from each state 
branch, meets three or four times a year, at 
most; between conferences it is empower¬ 
ed to give generally binding interpretations 
of policy”.! Even at the very apex of 
government, labour parly ministers are not 
chosen by the Prime Minister but arc elec¬ 
ted by secret exhaustive ballot at a private 
meeting of the whole parliamentary party 
known as the caucus, tt 

Federal Element 

Australia is a federal state unlike Britain, 
and the fettering of the discretion of the 
Prime Minister in the choice of ministers 
must he explained by the desire in the party 
to take care of the interests of various 
units in the federation. 

Finally on the vexed question of “free¬ 
dom of vote” for members, which indeed 
embittered the relations between the two 
wings of the party, clause 2 of the stand¬ 
ing orders adopted by the Labour party in 
Britain in December 1961 and in operation 
today slates: 

“The party recognies the right of mem¬ 
bers to abstain from voting in the House on 
matters of deeply held personal conscienti- 


♦R. T. McKenzie, British Political Parties; 
London; 1963; p. 642. 

tL. F. Crisp, Australian National Govern’- 
ment, p. 163. 

p. 158. 
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^o«j» oqoviction b»t thH does not endtk 
^.mkfftdfers to cast votes contrary to a decision 
^ the party meeting."* This is important .to 
note: The conscious clause permits absten¬ 
tion on grounds of deeply held conscienti¬ 


ous conviction but not the actual casting of 
a vote contrary to the pafty meeting deci¬ 
sion. Here is something to ponder over for 
those who, as members of parties, advo¬ 
cate freedom of vote. 


Bank Expansion—A Continuing Process 

R.B- SHAH 


IT is a proud moment for us bankers to 
have you, our Dear Prime Minister, amidst 
. us tonight. Banking in our country is 
undergoing revolutionary changes under 
your able leadership. The country has 
set the goal for the socialistic pattern of 
society and has launched a policy of achiev¬ 
ing speedy economic progress. The econo¬ 
mic advancement can be accelerated by 
increased investment and production. It 
is in this context that banks play a vital 
role in the economy of the country by 
mobilising the savings of the people and 
channelling them for productive purposes. 

Rationale of Nationalisation 

The rationale of nationalisation of banks 
has been clearly spelt out by the Prime 
Minister in her broadcast on 19th July. 
As the depository of people’s savings, 
banks have to work under the directions 
of and within the policy laid down by the 
government to achieve its social objectives. 
Banks have been functioning within the 
framework prescribed by the Reserve Bank 
of India for the past several years parti¬ 
cularly in regard to the credit policy and 
branch expansion. 

The introduction of the social control 
over banks laid emphasis on the priorities 
of investments, mobilisation of deposits and 
spread of banking facilities to the rural 
and unbanked centres. The tempo of the 
development by banks in this direction had 
to be accelerated as the country could not 
wait for long when it had launched a pro¬ 
gramme for rapid economic growth. This 
urgency necessitated the reorientation of 
the policy of banks in their working. In 
1968 banks opened 677 branches, out of 
which 323 were in unbanked centres. The 
increase in deposits during 1968 of Rs 442 
CFores was the highest on record and the 
tempo has been kept up, with the result 
that the increase in deposits for the first 
seven months of this year was Rs 435 crores 
and it is much more after nationalisation 
and the number of branches opened was 


This Is the text of a speech delivered by 
Mr R.B. Shah, Chairman, Indian Banks* 
Association (Custodian, United Commercial 
Bank) to the Bankers’ Club, Delhi, at a 
hinction held on August 28. Mrs Indira 
Gandhi, Prime Minister of India, was 
Chief Guest. 

559; out of which 256 were in unbanked 
centres. 

The direction of investments to priority 
sectors, namely the small-scale industries, 
agriculture and exports, were given parti¬ 
cular attention and targets fixed by the 
National Credit Council were exceeded 
though the first two sectors were relatively 
new to banks. Banks became aware of 
their greater involvement in the social 
purpose and the national priorities and set 
about organising cells for promotion and 
extension of credit to small-scale industry 
and agriculture. Project area approach 
was considered essential for concentrated 
development. With the experience gained 
by us under social control and the change 
in the organisational !»et-up of banks, 1 
am confident that banks would implement 
satisfactorily the objectives with which 
the banks have been nationalised. 

Banks* Obligations 

Banks would continue to function 
as sound business institutions taking 
proper care of money entrusted 
to them by the depositors while 
utilising it for furtherance of the social 
objectives keeping in mind the national 
priorities and goals. It would be our en¬ 
deavour to sec that there is more purposeful 
deployment of funds and that advances 
would be made available to those sectors 
of the society that produce goods and ser¬ 
vices — whether big or small. Special 
efforts would be made to sec that self-em¬ 
ployed persons, technicians and the small 
men. whether a farmer or an industrialist 
or an artisan, get credit for productive 
purposes at low rates and that too quickly. 


Credit will be not inir^y oa jtbie 

basis of security offered for sucb 
but on the basis of the soundness of the pro¬ 
ject so that even a small producer does not 
suffer for want of credit. The economically 
backward regions in the country will, in all 
these respects receive special attention. 

This revolution in banking no doubt 
poses a challenge to the banking industry. 
We, as professional bankers and managers, 
have to bring about changes in our system 
and administration to achieve the desired 
results in the shortest possible time. 

Banking is a service industry and evciy 
employee from top to bottom has his role 
to play; and his attitude and behaviour to¬ 
wards the public is very important. 
Greater delegation of authority and power 
would be needed at all levels, so that the 
small man can be serviced quickly and 
efficiently. As the nationalised banks 
continue to function as independent units, 
the spirit of competition —- competition in 
service, competition in achievement of ob¬ 
jectives and competition in profitability — 
will be maintained. I am happy to note 
that the Prime Minister has declared that 
steps are being taken to give greater freedom 
of action to the public sector undertakings 
to make them more efficient. We, as pro¬ 
fessional managers, entrusted with the task 
of managing the nationalised banks, will 
have to see that our efficiency is not only 
maintained but improved upon. 

Banks have already started directing their 
attention to the training of their personnel 
and managers so that they may be imbibed 
with the spirit and objectives of nationali¬ 
sation and this process will have to be 
accelerated so that the new social order 
envisaged by the Prime Minister is brought 
about quickly. 

Small Borrowers 

Banks have been servicing depositors 
who number over a crorc—most of them 
small. There is no reason why they should 
not be in a position to serve an equally 
large number of borrowers, particularly 
the smaller ones. Just as confidence was 
created in the minds of the small deposi¬ 
tors, small borrowers have to be made to 
feel that they arc not only welcome but 
their needs will receive every consideration. 

As the ownership of banks in the nationa¬ 
lised sector is vested in the government, 
it would enable them to have greater co¬ 
operation with regard to the opening of 
branches, in selection of areas for the pur- 
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pose of intensive development, especially 
in underdeveloped states, in evolution of 
common procedures of banking and in 
avoidance of duplication of expenses and 
efforts. It would also enable them to con¬ 
centrate on rural development, both in 
respect of mobilisation of deposits and ex¬ 
tension of credit, so that every part of the 
country will have banking facilities. 
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up by the Finance Ministry and the Reserve 
Bank in future. 

This will encourage u$ in the implementa¬ 
tion of the government policies with effi¬ 
ciency, devotion and dedication for achiev¬ 
ing the speedy economic progress, consis¬ 
tent with social justice and with equal 
opportunities to all for their economic 
advancement. 


lected more than 20 cent of total 
land revenue except in 195J*52 wheii 
state collected only 17,0 per cent of tht 
total land revenue yield. Thus, Uttar 
Pradesh occupies a significant position 
from the viewpoint of collecting land 
revenue as also due to a higher percent¬ 
age contribution of land revenue in the 
state’s tax system. 


I take this opportunity to thank the 
Governor of the Reserve Bank of India 
and his colleagues who have given their 
able guidance and co-operation to the 
banks in implementing the social measures. 
1 am confident that the same policy of con¬ 
sultation and co-operation would be kept 


Madam, we feel greatly inspired by your 
presence here today and I, on behalf of 
banks, assure you and the nation of our 
fullest co-operation in the implementation 
of the social objectives which are so dear to 
you as well as to all of us. 


Land Revenue in UP 


DR. P. K. BHARGAVA 


LAND revenue has been one of the most 
important sources of revenue in the states’ 
tax system but its importance has continued 
to decline because of its fixity and built- 
in rigidities. The yield from land revenue 
has continuously increased in all the states, 
including Uttar Pradesh, except in 1966-67 
when it declined on account of its remission 
and suspension by the state governments 
because of the poor agricultural harvest 
in the preceding year (see Table I). The 
yield from land revenue for all the states 
increased from Rs 48.0 crorcs in 1951-52 
to Rs 95.2 crorcs in 1961-62 and further 
to Rs 108.7 crores in 1968-69 (budget). 
During the same period, the yield from 
land revenue in Uttar Pradesh rose from 
Rs 7.6 crores to Rs 21.1 crores and further 
to Rs 22.9 crores. 


Table II 

UTTAR PRADESH’S SHARE IN TOTAL 
LAND REVENUE COLLECTION 

(Rs. crorcs) 


per cent and 19.4 per cent, of the revenue 
from state taxes in Uttar Pradesh. It is 
necessary to emphasize here that the 
percentage contribution of land revenue in 
Uttar Pradesh’s revenue from state taxes 
has been much higher for all the years as 
compared to its contribution to all states. 

Accordingly, the importance of land 
revenue in the tax structure of Uttar Pra¬ 
desh is much greater as compared to all 
the states. Not only this, Uttar Pradesh 
collects a substantial portion of the total 
revenue collection of all the states. As 
Tabic II amply demonstrates, in all the 
years under reference Uttar Pradesh col¬ 


Year 

All 

states 

UP 

(2) as 
• percentage 
of(l)* 


1 

2 

3 

1951-52 

48.0 

7.6 

17.0 

1956-57 

83.2 

19.1 

23.0 

1961-62 

95.2 

21.1 

22.2 

1966-67 

89.6 

20.5 

22.9 

1967-68 

(Revised) 

99.2 

22.1 

22.3 

1968-69 

(Budget) 

108.7 

22.9 

21.0 


Source : Reserve Bunk of India BuUetin^ 
May, 1968, p. 593 and the budget docu¬ 
ments of the UP government. 

Land revenue is a tax on the net produce 
and is levied at a fiat rate. It is regressive 
in nature and has built-in rigidities. It 
provides no exemption limit and is not 
related to the productivity of land. It is 
inequitable as it is levied at a flat rate on all' 


Table I 

IMPORTANCE OF LAND REVENUE IN STATE TAXES 


Inelastic Structure 

Table f also shows that the increase in 
yield from land revenue between 1951-52 
and 1956-57 is remarkable but it is mainly 
on account of the abolition of ZamindarP 
and increase of land under cultivation. 
Though the ab.solute contribution of land 
revenue has risen, its percentage share in 
the revenue from slate taxes has decreased 
rapidly on account of its inelastic structure 
and also due to the emergence of other 
productive sources of tax revenue, parti¬ 
cularly sales tax. Whereas in 1951-52 
land revenue formed 21.4 per cent of the 
revenue from state taxes for all the states, 
in 1968-69 (budget) it contributed only 
9.4 per cent to the revenue from state taxes. 
During the same period, it formed 28.0 


(Rs. crores) 


Year 

Total 
revenue 
from 
state 
taxes in 
all states 

Yield 
from 
land 
revenue 
in all 
states 

(2) as 
%age 
of(l) 

Total 
revenue 
from 
states 
taxes in 
UP 

Yield 
from 
land 
revenue 
in UP 

(5) as 
%age 
of{4) 


1 

2 

3 

4 

5 

6 

1951-52 .. 

.. 223.3 

48.0 

21.4 

27.4 

7.6 

28.0 

1956-57 

.. 317.5 

83.2 

26.0 

47.1 

19.1 

40.0 

1961-62 

.. 483.6 

95.2 

19.7 

59.0 

21.1 

36.0 

1966-67 

.. 937.3 

89.6 

9.6 

102.9 

20,5 

19.9 

1967-68 

(Revised) 

.. 1,051.2 

99.2 

9.4 

108.0 

22tl 

20.4 

1968-69 

(Budget) 

.. 1,159.7 

108.7 

9.4 

118.1 

22.9 

19.4 


Scarce : Reserve Bank of India Bulletin^ May,, 1968, p. 593 and the budget documents of 
the UP government. 
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Whenever you ride in a bus or a t?xi, a car or 
a lorry, on a scooter or a bicycle, it is tyrecord 
that moves you forward r-pcedily, smoothly, 
and safely. Century Rayon tyrecord has been 
acclaimed by ty»c manufacturers as equal 
to the world's best, and is being used in all 
descriptions of light and he^v>-duty tyres. 
Century Rayon, in order to meet the growing 
needs of tyres in India, has doubled its 
annual production of tyrecord. It has raised 
its annual production from 2.3 million kgs. 
to 4.$ million kgs. This production goes into 
50% of the total tyres manufactured In 
India. Remember Century Rayon the next time 
you go for a ride or a drive. 


CENTURY RAYON 
HELPS KEEP INDIA 
ON WHEELS. 



CENTURY RAYON 
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holdings. The tax does not change with 
changes in income^ output or price. The 
increase in land revenue between 1951-52 
and 1956-57 wq$ mainly due to the aboli¬ 
tion of Zamindari^ and partly because of 
the grant of bhumidari rights, to sirdars 
and asamis, on payment of a price which 
was fixed at 10 times the rent if paid in a 
lump sum; or 12 times the rent if paid 
in four six-monthly instalments.*^ 

With the rising income of the agricultural 
sector due to rise in prices of agricultural 
products and increasing productivity of 
land, the burden of land revenue has con- 
tinously diminished. Between 1961-62 
and 1965-66 the prices of agricultural pro¬ 
ducts increased by 48 per cent. ‘‘The 
income of the agricultural sector during 
the quinquennium 1961-62 to 1965-66 has 
gone up by approximately 26 to 30 per 
cent and productivity by approximately 20 
to 30 per cent. During the fourth Plan it is 
estimated that there will be a compound 
rate of grow th of 5.59 per cent per annum 
in agricultural production. The yield per 
acre is expected to go up by 26 per cent in 
the case of foodgrains, 20 per cent in the 
case of oilseeds and 13 per cent in the case 
of iute.”^ The agricultural sector has also 
consequently benefited as the expenditure 
scheme of the govemment is highly agri¬ 
culture-oriented which directly benefits 
agriculturists. 

Expenditure on Agriculture 


paid to the landlord. 

Table 111 shows that per acre land revenue 
paid by the cultivators in 1959-60 in diffe¬ 
rent districts of Uttar Pradesh was even 
lower than the amount of rent they paid 
to the Zamindars in 1946-47 except in the 
case of three districts, wr., Varanasi, 
Gorakhpur and Fatzabad. Though the 
yield from land revenue increased as 
a result of the Zamindari abolition, the 
burden on the cultivator has been reduced. 
It will thus be observed that the increase 
in land revenue is at the cost of the Zamin- 
dar and the cultivator has actually benefited 
despite the increase in the yield from land 
revenue. 

Cultivator Benefits 

The cultivator has also improved his 
position as a result of continuous rise in 
prices whereas the rates of land revenue 
have been more or less fixed. It has, 
therefore, been rightly emphasized that, 
“the burden of hind revenue demand 
became progressively lighter with the 
passage of time, owing to a considerable 
extension of land under cultivation and the 
rise in prices.’'® It may also be mentioned 
here that the Zaniindar used to extract 
rnany illegal charges from the cultivators in 
addition to the normal rent. With the 
abolition of Zamindari the cultivator has 
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been paying duly the rmhud 

to the government. The above diseu$siod 
emphasizes the scope of raising additional 
revenue through land revenue, 

Shortcomings in Land Taxation 

According to the National Council of 
Applied Economic Research, per acre land 
revenue in Uttar Pradesh in 1959-60 was 
Rs 4.98 which was highest for all the states 
(see Table IV), According to Prof. 
Baijit Singh and Dr Shridhar Misra, per 
acre land revenue was Rs 4.67 in that year 
and ranged betw'een Rs 2.41 i/» ^hansi 
to Rs 5.67 in the Faizabad disti>vC (see 
Tabic 111). Uttar Pradesh is better oft' 
than all the other states in regard to land 
revenue."^ However, this docs not mean 
that the state government should ignore 
its shortcomings in land taxation. Mr 
Sampurnanand, the then Finance Minister 
of Uttar Pradesh, in his budget speech of 
1947 rightly emphasized. “It has been 
decided, .to introduce without delay legis¬ 
lation enabling the government to assess 
land revenue at a higher rate than that 
prevails at present, ft is a well-known 
fact that the assesment in many cases docs 
not reach even the 40 per cent of the rental 
assets permitted by the existing law'.” 
However, it remained merely a pious wish 
of the Finance Minister and adequate 


Table 111 

PER AC RE LAND REVENUE IN U P. BEFORE AND XFniR 
ZAMINDARI ABOf JTION 


During the first Plan the Clovcrnment 
of Uttar Pradesh spent 62 per cent of its 
total Plan expenditure on agricultural 
programmes, community development, 
co-operation, irrigation and power. Dur¬ 
ing the second Plan this percentage rose 
to 67.1 and w'as estimated at 62.9 during 
the third Plan. Further, the assessment of 
land revenue is fixed in money terms and, 
therefore, its burden has become smaller 
in real terms since the income of the agri¬ 
cultural sector has risen on account of rise 
in prices and increase in agricultural pro¬ 
ductivity, The result has been that land 
revenue as a proportion of agricultural 
income “was 1.2 per cent in 1950-51 
which fell to one per cent in 1951-52 but 
rose to 1.7 per cent in 1956-57 and since 
then it has stabilised around 1.5 percent.”^ 
This percentage rise is largely due to the 
abolition of intermediaries in land; and 
as shown in Table HI the cultivator Js now 


1 946-47 Revenue 1959-60 


Division 

Kent per 
acre in 

Revenue 

per acre 
(Rs) 

per acre 

1959-60 

(Rs.) 

Revenue 

per acre 
as '’iage 
of 1946-47 

Revenue 

per acre 
as '^oage 
of rent per 
acre in 
1946-47 

Meerut 

5.77 

2.45 

5.04 

205.7 

87,34 

Agra 

5.33 

2.09 

4.95 

236.8 

92.87 

Rohilkhand 

5.32 

1.80 

5.19 

287.3 

97.55 

Allahabad .. 

5.16 

2.10 

4.69 

233.3 

90.89 

Jhansi 

2.60 

1.06 

2.41 

227.4 

92.69 

Varanasi 

3.69 

1.44 

4.20 

291.7 

113.82 

Gorakhpur 

3.44 

1.74 

3.87 

222.4 

112.50 

Lucknow .. 

6.23 

2.00 

5.61 

280.5 

90.04 

Faizabad 

5.54 

2.03 

5.67 

279.3 

102.34 

All districts 

4.88 

1.87 

4.67 

249.7 

95.69 


Source : A Study of Land Refornis in Uttar Pradesh by Prof Baijit Singh and Dr Shridhar 
M i'sra, Oxfoid Book Company, p. 135. 
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steps have not been taken to do the need¬ 
ful in this direction. 

In the light of the reasons stated above, 
it has liecn felt desirable to raise the rates of 
land revenue and various proposals have 
been made in this regard.** The draft out¬ 
line of the fourth Plan has suggested that 
it is necessary to revise the rates of land 
revenue “both for securing additional 
resources and for introducing an element 
of progression in their incidence of holdings 
of dilTerent sizes.” Prof. I.M.D. Little 
has suggested a progressive scale of land 
revenue with as many as 27 land brackets. 
In his scheme land up to five acres should 
l5C exempted from land tax while the highest 
bracket of 30 acres and above is required 
to pay as much as Rs 570 per annum 
which would be sufticient to produce 
disincentive effects on land holdings of 
30 acres and above. 

Prof. Khusro has suggested a scheme 
with a three-tier land revenue system 
classifying all land holdings into three 
brackets and Prof. K. N. Raj has suggested 
doubling of land revenue on holdings 
above five acres of land. “The basic 
defect of these various proposals is that 
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they do hot take into accotknt the differences 
in the growth rate of productivity and 
output in different .states, which should be 
given considerable weight in any rational 
scheme of land taxation.’’** Moreover these 
schemes cannot be implemented due to 
political and administrative reasons be¬ 
cause the government cannot change the 
basic land revenue rates on account of its 
past settlement with the agriculturists. 


A surcharge on land revenue can be 
imposed without much difficulty. Accor¬ 
dingly, the Government of Uttar Pradesh 
imposed an emergency surcharge of 25 
per cent on land revenue in July 1962'® 
and again in July 1965. The emergency 
surcharge bill of 1965 aimed at a surcharge 
of 33i per cent and was expected to yield 
Rs 6.50 crores annually. However, it 
was resisted by political parties and was 
reduced to 25 per cent to yield Rs 4.78 
crores per annum. Since the government 
lacked political courage, the emergency 
surcharge was abolished from March 17, 
1967 . 1 ' 

Many state governments arc thinking of 
abolishing land revenue and steps have 


Table IV 

LAND REVENUE—PER CAPITA, PER ACRE IN THE 
STATES IN 1959-60 



Agricul¬ 

Land* 

Per 

Land 

Per 

Per 


tural 

under 

capita 

revenue 

capita 

acre 

States 

Popu¬ 

cultiva¬ 

cultivat¬ 

(Rs 

land 

land 


lation 

tion 
(In lakh 
acres) 

ed land 

crores) 

revenue 

revenue 

(In Rs) 


.Andhra Pradesh 

172.3 

323 

1.78 

11.30 

6.56 

3.50 

Assam 

82.3 

56 

0.68 

25.3 

3.07 

4.51 

Bihar 

284.9 

230 

0.81 

83.1 

2.92 

3.61 

Bombay 

283.4 

695 

2.45 

11.50 

4.06 

1 .65 

Kerala 

52 3 

45 

0.86 

13,0 

2.49 

2.89 

Madhya Pradesh ,. 

195.1 

405 

2.08 

97,2 

4.98 

2.40 

Madras 

151.8 

167 

1.10 

49.0 

3.23 

2.93 

Mysore 

136.0 

269 

1.98 

43.0 

1.46 

1.60 

Orissa 

113.0 

. 161 

1.43 

22.4 

1.98 

1.39 

Punjab 

111.5 

174 

1.56 

44.4 

3.98 

2.55 

Rajasthan .. 

127.1 

373 

2.93 

79.4 

6.25 

2.13 

Uttar Pradesh 

49 J. 6 

420 

0.85 

20.91 

4,25 

4.98 

West Bengal 

197.3 

130 

0.66 

50.4 

2.55 

3.88 

♦Area under cultivation including current fallows for 1954-55 as avai 
titral Situation in India, February, 1958. 

lable from Agricul* 


Source : Techno- Economic Survey of Uttar Pradesh, National Council of Applied Economic 
Research, 1965. p. 331. 
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been taken in this direction.. The' IdM of 
abolishing land revenue has spread like a 
contagious disease amongst the states.'* The 
state governments have given jfliese con¬ 
cessions to the agricultural sector and have 
hesitated to impose additional taxation 
because of the political influence which 
this sector commands under adult franchise. 
It is suggested that Uttar Pradesh should 
abolish land revenue on land holdings of 
up to 2.5 acres and more than make up this 
loss by imposing a graduated surcharge 
of 50 per cent to 250 per cent on other 
holdings. 

The rate of land revenue in most of the 
districts of Uttar Pradesh is below five 
rupees per acre except in Mcerutt Lucknow 
and Faizabad. I propose the abolition 
of land revenue on holdings of up to 2,5 
acres as a measure of fi.scal reform. The 
yield from land revenue on such holdings 
is about Rs 2.50 crorc-s or 10 per cent of 
the total land revenue collection whereas 
the number of households with 2.5 acres 
or less is about 60 per cent of the total 
households. 

Progressive Surcharge 

To make the proposal politically more 
acceptable it is also suggested that holdings 
over 2.5 acres, but not exceeding five acres, 
may be exempt from the proposed sur¬ 
charge. Such holdings account for nearly 
20 per cent of the total households. Thus 
the proposed scheme will receive support of 
60 per cent of the households who will not 
have to pay land revenue; and will not be 
opposed by another 20 per cent of the 
households who will pay only land revenue. 
It would, therefore, be politically feasible 
for the government to implement the 
proposed scheme. Households with hold¬ 
ings between five acres and 10 acres account 
for nearly 20 per cent of the households and 
own nearly 30 per cent of the total area. 
The imposition of 50 per cent surcharge 
on such holdings may yield an additional 
revenue of approximately Rs 2.50 crores 
per annum. 

It is estimated that households with 
holdings of 10 acres to 20 acres own 20 
per cent of the total area and account for 
five per cent of the total households paying 
land revenue. The impo^ion of 100 per 
cent surcharge on such holdings may yield 
approximately Rs 7.50 crores annually 
and a surcharge of 250 per cent on house¬ 
holds having 20 acres and above,, who 
account for nearly three per cent of the 
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total households paying land revenue and 
occupy nearly 20 per cent of the totalam* 
may bring ten crores of rupees per annum 
to the state exebequen In this wey it may 
be possible to increase the yield from land 
revenue by about Rs 20 crorcs per annum. 

As a result of abolishing land revenue 
on holdings of 2.5 acres or less the state 
government will incur a loss of about 
Rs 2.50 crores. Consequently, the net 
result of the proposed surcharge on big 
cultivators and the concession to small 
cultivators will be an additional revenue of 
Rs 17.50 crores per annum to the state 
exchequer. If necessary, the government 
may raise Rs 2,50 crores per anhum by 
imposing a cess on commercial crops. 
It is possible that the scheme out¬ 
lined here may encourage subdivision 
of land holdings. It is, therefore, neces¬ 
sary that the government simultaneously 
takes steps to check such sub-divisions. 
Political Hurdles 

The above proposals will increase the 
burden of taxation on the agricultural sector 
and may, therefore, be opposed on political 
grounds. It may, therefore, be politically 
desirable to earmark the yield from addi¬ 
tional taxes for expenditure on agricultural 
development alone. 

Finally, it must be pointed out that as 
the expenditure schemes of the state govem-r 
ments and the Government of India 
generally aim at raising the productivity of 
agricultural sector thereby bcncfiling 
agriculturists directly, a part of this burden 
must be placed on this sector from the 
point of view of revenue and on equity 
considerations. It has, therefore, been 
rightly emphasized that, “Economic deve¬ 
lopment in Asia is likely to benefit agri¬ 
culture directly and thus increase land 
values. As this increment is directly the 
result of development projects benefiting 
agriculture, the state may hnance the cost 
of development partly by charging the 
beneficiaries a tax.”'® Further, the agri¬ 
cultural sector considerably helped Japan 
to transform her economy. In Japan land 
tax accounted for 86 per cent of the total 
tax revenue in 1875-76 and 45 per cent in 
1893-94.^* The Japanese example may pro¬ 
fitably be followed by Uttar Pradesh as 
this state depends heavily upon agriculture. 
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WINDOW ON THE WORLD 


EUROPEAN INTER-COMPANY COLLABORATION 

JOSSLEYN HENNESSY 


I 

BARRIERS TO TRANSNATIONAL COMPANIES 

LONDON : 

SHOULD companies increase their international competitive 
strength by transnational mergers across frontiers? 

Or should governments protect “national interests”, prevent 
transnational mergers, and insist that competitive strength can 
only be built up by national mergers that eliminate domestic 
competition and ensure that national monopolies compete against 
each other on world markets? 

This is the aJI-important controversy that is raging over 
Europe. 

For the European businessman with vision the prospect of a 
really free European market is as exciting as it is at present 
frustrating. He recalls the grandiose themes of the politicians 
who set up the EEC and EFTA. He is grateful for the abolition 
of the more obvious barriers within these organisations, but he is 
still impeded from collaborating in the ways that he would prefer 
with firms in other countries by legal difficulties and prohibitive 
fiscal impositions. Looking at the vast untrammelled US home 
market, he finds his American competitors behaving in a 'more 
European’ manner than he can himself. 

Trade is, obviously, much freer than before the customs 
barriers began to disappear, but energetic people now want 
further action in bold new experiments. Blocked by timidly 
nationalistic governments, companies arc reacting ad hoc with 
no long-term rational plan. 

Probable Evolution of Collaboration 

Inter-firm collaboration across European frontiers will prob¬ 
ably have three stages. The first parallels the abolition of trade 
barriers during the transition periods of the EEC and EFTA. 
In this stage, companies, exposed to increasing competition, try 
to skim the first cream of collaboration by, for instance, setting up 
joint subsidiaries, taking up equity participations, know-how and 
distribution agreements and stepping up licensing, with an in¬ 
creasing co-opcration all round. In the second stage, as scale 
builds up, they realise that these traditional methods arc not 
enough—firms must be built to European stature, not by sledge¬ 
hammer take-overs but by mergers, whereby one plus one equals 
rather more than two. 

But national differences in laws and swinging fiscal charges 
to mergers across frontiers make this virtually impossible to realise. 
They therefore press for harmonisation of legal and tax regula-' 


tions, which could at least make things easier. They also press— 
the third stage—for the setting up of some form of European 
company which would be genuinely free to trade on a European 
scale. Once this is achieved, things should really begin to 
happen. 

At the moment we appear to be uncertainly poised at the turn 
of the second and third stages. The uncertainty arises because 
companies, balked in their European plans (such as the Fiat- 
Citroen deal), fall back in what is in effect a retreat by building 
ever bigger national concentrations—which may make sensible 
European arrangements harder to achieve when they become 
legally possible—and by fixing up what cross-frontiers deals 
they can, however ill-conceived in the long run. Meanwhile, 
governments are increasingly nationalist and protectionist, not 
so much in trade terms as by throwing defences around national 
resources and strengths. 

Case Analyses 

‘Traditional’ methods of cross-frontier collaboration • arc 
difficult to measure. Their very extent is the root of the problem 
and many arrangements go unreported. A lthough acres of articles 
(often highly speculative) have been written on the subject, cast- 
iron analyses and reports have been lacking. One attempt at 
a large factual survey, published in West Germany last autumn, 
jointly issued by the German section of CEPES (Comitc European 
pour le Progress Economique et Social) and RKW (Rationali- 
sierungskuretorium dcr Dcutschen Wirschaft), sought to register 
and analyse all important cross-frontier acts of European cor¬ 
porate collaboration in the previous four years. 

The survey covered 1,450 cases, of which 609 involved, joint sub¬ 
sidiaries and 167 minority equity participations. Apart from 588 
agreements listed as ‘general* most were joint distribution arrange¬ 
ments—469 cases. R & D agreements were also high on the list 
(297), closely followed by 263 licence and know-how arrangemenfS; 
(Only licence arrangements that involved a high degree of co¬ 
operation were included). By contrast, there were no more 
than 79 joint production, and a mere 28 joint purchasing, 
arrangements. 

In industry, the survey showed, as might be expected, most 
collaboration agreements occurred in industries that have to spend 
heavily on research and development, or need rationalisation and 
streamlining, such as mechanical engineering in"^ general and 
machine tools in particular. 

It is noteworthy and not particularly encouraging that the 
survey reveals the preference shown by all the countries, except 
Britain and Switzerland, for American partners—in Franic^ the 
West Germans just beat the Americans for first choice. The 
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survey’s tnotat is : so Air $o good-^-but it’s not ftf enough nor 
good enough. 

Certainly, agreements of this sort strengthen individual 
firms, often by filling in some awkward gap in knowledge, 
product range or marketing scope. (Their cflcct is analogous 
to the advantages that come from ’swap* types of agreement such 
as the recent deal between AKU and UCB exchanging the former’s 
cellophane interests for the latter’s synthetics and fibres division.) 
But they do little to strengthen and rationalise the structure of 
European industry as such. The only way to this central and 
essential task is to form companies on a large scale and with 
sufficient resources of skill, capacity and finance to look world 
competition in the face. The present crisis and confusion spring 
from controversy as to how to do this, and from ihc ambivalent 
attitudes of governments. 

]l 

CROSS-FRONTIER MERGERS BALKED 

Strength comes through rationalisation, which often means 
mergers. Yet true cross-frontier mergers are all but impossible. 
When achieved (or nearly so), as in l!ie ofl-qiiotcd case of Agfa- 
Cicvacrt, they arc so complicated that few other companies have 
tried them. And those that have tried have been blocked by ihcii 
governments. 

lake the Fiat-C^itrocn atTair. Fiat and Citroen had plan'^ 
for their Swiss holding companies to exchange shaics; 
this would have led to a merger and a formidable enterprise of 
genuinely continental stature. But General de CiauHc insisted 
that this prestigious French enterprise must remain French. A 
liaison, therefore, rather than a marriage was arranged, by which 
Fiat got 15 per cent of ( itroen and the two firms set up a 50:50 
ioint management company willi certain specific tasks. As a 
result Fiat will benefit from C'ltiocn's distiibuiuMi network in 


cross purposes caused by *ad hoccery’. Citroen and N$U 
planned jointly to develop a car powered by the Wankcl xotAry 
engine. Now NSU has been taken over by Volkswagen* The 
Wankel NSU/Citrocn collaboration project stands. But Fiat 
and VW arc'each other’s biggest European competitors. And 
it was Fiat that narrowly missed getting control of NSU. 

In the European aircraft industry, the close co-operation over 
the past decade hetw'ecn the Dutch company Fokker and the 
West German VFW (Vereingtc Flug-tcchnische Werkc) would 
undoubtedly have led to a merger had not the usual obstacles 
prevented it. Last May, the companies announced an agreentent 
w hich goes much further than the final Fiat'Citroen arrangement 
but is less of a merger than Fokker, at least, w^anted. The 
Zentral Geselsehaft VFW-FDKKF2R mbH, a joint holding com¬ 
pany, has been formed in Dusscldorf to own subsidiaries in West 
Germany and the Netherlands. Having successfully worked 
together on the FO 27 Friendship and the FO 28 transport, the 
two firms' new joint project is the VFW-fil4 which will be the 
largest West German-built jet aircraft, A short-haul 40 seater, 
to go into production in 1972, with sales prospects of more than 
250, it will be powered by the Rolls Royce M45H engine, jointly 
developed by Bristol Siddeley and SNEC'MA of France. 

1 he two companies have other IZuropcan connections. Early tlii.s 
year, Fokker agreed with Dassault to set up a 50:50 Belgian 
subsidiary (SABC A) to build Mirage fighters under licence for the 
Belgian airforce. VFW, largely controlled by Krupp and Pratt 
and Whitney, has a joint development project with Fiat to produce 
a strike aircraft to replace Fiat's G. 91. Here is a chance to 
build up a powerful nuropean aircraft group, backed by strong 
private interests and financially linked with the most powerful 
American engine manufacturer, but experienced observers stress 
that these arrangements arc unco-ordiniUed and their ad hoc 


France and Fiat’s expansion will provide new outlets for 
Cifrocn's surplus production capacity, later, there will be moves 
towards co-ordinated pjoduction and integrated R & D. 

Can governments’ objccliun^ to niassi\e tiansfors of equity 
(like France's veto of the Fiat/C’iiioen tleal) be cfl’ccii\cly by¬ 
passed by this type of solution, ! < cxlcnsixe collaboration agice¬ 
ments, joint management companies or ommiitecs, and the 
farnnsfer of minority equity iniciests onU'.’ is the result much 
%c same as would be expected from a mcigcr or qua<i-incrgei? 

Eficctivc joint control, it is said, is aclnt^ vcd through interdepen¬ 
dence. There is something to be said for this argument but it 
misses the central pioint : that woild competition demands that 
the leading Hinopean companies shouVl be big and solid through 
and through, true organisms wtjrking as one, and not dispaiaic 
corporations which, however closely allied, still retain .separate 
identities and interests which must clash at some points. Tltcrc 
is also the important psychological point that a merger, freely 
entered into by choice, is a take-off platform for new achievements 
and itself generates new energies. No ad hoc compromise, 
however, carefully planned, can have this strength. 


KIRON 



Lights Brighter Lights Longer 


Mot«over, the Fiat Citroen case reveals the confusion and 
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nature Jacks strategy. Tlte SABCA venture boils down to 
little more than a case of sub-contracting. 

l,ack of .strategy might be more easily cured in the aircraft 
industry than cicswhcrc. There is some hope - despite the 
novioiisJy aJ hoc points of departure that something la^tmg 
and coherent might evolve from joint companies formed to build 
particular aircraft, such as St'PtRCAT (the Jaguar) and Panavia 
(the MKCA) One sign of this is that the Concorde project has 
resulted in a joint sales company. And any venture with Dassault 
gets off to a goi^d start because of Dassault’s policy of keeping 
design teams at work on evolving families of aircraft. 

Ill 

GOVTS BLOCK TRANSNATIONALISM 

Govcmnicnls rather than firms are responsible for the deplora¬ 
ble lack of wider strategy. The governments of Europe have 
failed to agree among themselves on a trans-national business 
strategy. The companies have had the imaginative ideas and the 
governments have emasculated them. Who can blame the 
firms if they then take the line of least resistance and go for what 
they can gel? 

Governments, moreover, aic erratic. France, for Instance, 
vetoed Fiat-Citroen but allowed Hoechsl to take a large slice 
of Roussel-Uclaf, the big E'rcnch pharmaceutical firm. West 
Germany permitted Nord Aviation to take u big bite at the 
Mcsscrschmiit-Boelkow venture but stopped CFP-Cic Francise 
dcs Petroles from taking control of Gclsenkii-chcncr Bergserks 
(GBAG). This is because while economic nationalism remains 
rampant at state level, it is declining among firms. However 
much one may—in the interest of both ‘efficiency’ and ‘Europe’ - - 
deplore the altitude of the West German government when faced 
with the CFP/GBAB situation, one sees their point. The West 
German oil industry is fragmented; a quarter of refining capacity 
is in German hands. GBAC is the only one of the eight German- 
owned oil companies with a substantial crude supply .of its owm 
(4 mn tons a year from Libya); it also (at some 9 mn tons a year) 
has the largest refining capacity of the eight. It is therefore 
the key to any concentration in the industry. Tn the end, GBAG 
was taken over by RWE—Rhcinischc-Westfalischcs Elektrizitats- 
werk, which bought out the Dresdener and Deutsche banks to 
acquire a controlling interest. Previously, the Dresdner Bank 
(which owned 35 per cent of GBAG shares) had agreed in principle 
with CFP to contribute its interest to a new joint Franco-German 
company which would have had effective control of GBAG, but 
the cautious bank stipulated that the West German government 
would have to give its approval (not required by law), and this 
was not, finally, forthcoming. 

The Corporate Response : National Mergers 

This is just one example of a galloping trend contrary to the 
frequently more ‘sensible’ course of cross-frontier links—the still 
growing number, in many countries, of nattomU mergers and 
rationalisations. A striking recent example is the merger of the 
two largest French electrical firms, Thomson-Brandt-CSF (Cie 
Generale d’Electricitc). Both had originally intended to streng¬ 
then themselves by links with companies in other European 


countries, but faced with massive new national coitccntrations in 
the British and West German electrical industries, and encouraged 
by their government, they turned to the ‘French’ solution. 

Taking, for another e.\amp]e, the European motor industry, 
the last 15 months hafve seen : the formation of British Leyland; 
the take-over of NSU Volkswagen; the emergence of Daimler 
Beiv as Europe’s strongest truck builder, following its absorption 
of the Krupp truck marketing business and taking a share in its 
rival Hcnschel-Hanomag; and the joint engine project, with a 
plant near Lille, of Peugeot and Renault. Thesa moves have 
been encouraged by governments which sec that they must do 
something to compensate for their vetoes on cross-frontier deals— 
even if what they do is silly. Thus, in Italy, Montccatini-Edison 
gels taken over by ENl/IRI and France sets up the Societc Jndus- 
tricllc d’Jnvcslment after the style of the BritLsh IRC. The 
lisfethcrlands stiffen protective measures against foreign ta]jc-ovcrs 
and, ill Britain, the IRC comes out into the open to prevent the 
Swedish SKF from taking over Pollard, as it had stopped a 
similar attempt on SKF’s part last year to acquire Ransome and 
Maries. 

Europeans Ijig Behind the Americans 

Midway between the governments and the firms is the EEC 
Commission, which sympathises with the aspirations and diffi¬ 
culties of both sides. Its actions are being more and more ener¬ 
getically and consciously directed towards easing cross-frontier 
mergers and participations. Its rulings under Article 85 of the 
Treaty of Rome show' a shift in attitude away from the scare of 
cartels to a more positive policy of allowing industry to build 
strong competitive units. Examples arc the rulings on the 
F.urog>psum research and development agreement and on the 
joint development arrangement between ACEC of Belgium and 
Berliet of France. The Commission’s two draft directives on 
corning tax arrangements have an even greater long-term impor¬ 
tance. But the rub is in the ‘long-term’. Tax harmonisation and 
legal haimonisation are piecemeal, limited and slow. Particu¬ 
larly now that the EEC customs union is established, US com¬ 
panies are in an even better competitive position. Not only are 
they strong, but they also come from otusule and arc able to choose 
the most advantageous plant sites and set up their distribution 
networks freely. European companies are still nationally based 
from the viewpoints of both production and marketing, and 
tax and legal harmonisation is not going to alter the situation much 
or quickly. This is why US firms appear to be ‘more Furoiiean^ 
and why something more than creeping harmonisation is needed. 

What is needed is a European company statute. Although 
discussions within the Six are now' grounded, it is likely that the 
new French government will be more flexible than the last. A 
French report on employee ‘participation’ (/.c., profit-sharing) 
is due to be received by the autumn and talks will almost cer¬ 
tainly be resumed before the end of the year. (French participa¬ 
tion and German Mitbestimmung arc two of the ms(In stumbling 
blocks for the European company). It is, however, unlikely that 
other European countries will be invited to join these talks. 
On the other hand, the Sanders proposals for a ‘supranational’ 
European company give scope for non-EEC firms to be involved 
in European companies, so European industry as a whole will 
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benefit if things go through-^a point which is often insufficiently 
stressed. 

Another point is that industry itself is the strongest advocate 
of the European company, because it would facilitate mergers 
between equals and remove the need (and the temptationl for 
dog to eat dog. Finally, although EFTA has reached nothing 
like this stage of the EEC in this area, it is to do a fact-finding 
study on company law harmonisation. 

To sum up. European industry has by and large realised that 
its needs and dangers can no longer be met by improvised solutions 
only. Yet governments fear to lose ‘national’ strengths, and 
therefore frustrate the imaginative plans of firms willing to take 
the plunge and operate Irans-nationully. Firms react, in turn 


in confusion, merge nationally or fall back, of necessity, on half¬ 
way irans-national agreements. Some are more ingenious thop 
others and some of the blocks and dithculties may le^d to worth¬ 
while results. The only real answer is a European Company 
Statute, and real progress may be made on this by the end of 
1970. 

Sources and Acknowledgements : The foregoing summari¬ 
ses, by special arrangement, a lengthy exclusive report in the 
latest issue of European Trends published quarterly to subs¬ 
cribers by the Economist Intelligence Unit. 27 .*^l. James’s 
Place, London S.W. 1, but the ElU is responsible neither 
for the emphasis of my summary nor for my comments ba^ed 
on a variety of sources. 


CHALLENGES OF SUPRANATIONAL INDUSTRIES 

4 

» E. B. BROOK 


VIENNA: 

INCREASE in the numbers and power of giant cross-frontier mer¬ 
gers in industry is producing many problems. 1'hc host govern¬ 
ments find plenty of problems, combination of companies of 
difierent nationalities produce many complications compounded of 
differences in method, temperaments and histoiy. There is 
throughout the giant combinations a tendency for each compo¬ 
nent to disregard the benefits it gains from combining and to 
concentrate on real or imagined viciimi7ation. 

In Europe the giant industrial combinations are of two types : 
combinations between American and European companies and 
combinations between European companies in order to compete 
more effectively with thtNAmei ican giants. The number and im¬ 
portance of both types of trans-national companies is steadily 
growing. There are now .thout 3(X) such organisations, two-thirds 
of them under United States control. 

These giant combinations produce problems for the individual 
worker, for unions and for host governments over labour relations. 
Not only is risk to the individual of losing his job increased by al¬ 
most inevitable rationali/ation causing redundancies but he may 
have to cope with new techniques, unlamiliar production methods 
or organi/ational routine which will come hard tor almost any man 
over 30. It is a different experience to a change in ownership 
among one's own countryman, which also can be difficult enough. 

Dissatisfied Members 

For this reason trade unions arc faced with dissatisfied mem¬ 
bers — it is odd that no one so far has commented that much of 
the inelasticity and stubbornness shown by British and continental 
trade unions arises not so much from old-fashioned union policy 
as from the fact that trade union leaderships are often faced with 
thousands of angry, anxious members suddenly required to change 
their methods of working and of staff relations in the middle of 
Iheir working lives. The unions in their turn, as the British know 
only too well, make intense difficulties for their governments. 

More and more of the transnational organisations are rationa¬ 
lizing their operations in Europe on an international basis to 
achieve the economies of mass production, to exploit national 
differences in labour and other costs. 

For this reason such countries as West Germany with a large 
mixed labour force, an energetic working population intent on 


earning and saving and with unambiguous labour laws and comp¬ 
liant unions arc preferred to others such as Britain, with high 
labour costs, a bad reputation for labour relations and labour 
flexibility and often vague industrial relations ruling.s. 

The respective roles of gt)vcrnTTicnts and industry also are being 
changed by the development of giant international industrial 
organisations. Traditionally in govemmem-indiistiy relaticns it is 
industry which has had the more clearly defined and more limited 
objectives and government which has had the wider piojccts and 
which has had to take into consideration a wider range of considera¬ 
tions. Traditionally, al^.o industry has been a seeker of favours and 
government the dispenser of concessions. 

Reversed Roles 

Now, so far as trans-national companies aie concerned, those 
roles have very hugely been lexcrscd. Now it is usually the go¬ 
vernment wliich H'cks concessions and bcncfiis once it has given ihe 
original pcj mission for the combine to opcriue on its terriloiy. 
Today it is the business enterprise w'liich has the wider considera¬ 
tions to weigh and the opportunity to play off one host government 
against another. 

Governments, it seems likely, will hiiily H'cn have to get 
together over this new development to work agiced policy guide¬ 
lines in their dealings with m'crnaiioniil cciporaticns. Whether 
a European technological community, which has hecn spoken of, 
will ever come into being is still uncertain; but if it docs, a c(uie for 
governments in dealing wah international industrial giants would 
be a suitable initial activity for it. 

It i.s difficult to deny that the trans-national industrial organisa¬ 
tion is one of the very few really cfl'cctive supranational agencies 
that has developed in the post-war day.s, though a few were known 
earlier. These corporations arc obliged to keep themselves cons¬ 
tantly flexible and efficient. They have to justify to their share¬ 
holders, their directors, and to their home and host governments 
their continued existence by the excellence and profitability of their 
performance. 

Because of this and because of the enduung American genius 
for continuous flexible development and purposeful experiment 
the Europeans arc going to be obliged faitly soon to react to the 
implied threat of United States dcminaiicn by trying to put to- 
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iiclhcr inlernalional European enterprises in areas of high techno¬ 
logy. In this they need and must soon receive European go- 
\ernmcnts’ help in promotion. 

Circiimstances arc rapidly approaching when political back¬ 
wardness and shortsightedness must no longer be allowed to 
pi event Europe from benefiting much more fully from its institu- 
tioivil step forward in dcvclirping supra-national industry' or from 
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fully developing all the managenal and productive enterprise that 
has resulted from it. Tf so far Europe generally has shown little 
awareness of this, it does not jncan that circumstances wifi not 
fairly soon compel it to take a refreshingly new look at its institu¬ 
tional backwardness and its painfully restricted development in 
combining to manufacture and to trade and to correct these short¬ 
comings. 


FINANCIAL PROBLEMS OF U.S. CITIES 


GERARD A- 

WASHINGTON ; 

THE nation's governors have almost unanimously praised Presi¬ 
dent Kixi^n's proposals to share federal tax icvcinies with the 
states and provide funds to aid the poor. For practically every 
state is facing .serious economic pressure to solve what has become 
known simply as “the urban problems." Ihesc three words sum 
up all the ills that plague the large industrial cities that are decaying 
rapidly as industries and many prospcious citizens move out to 
suburban areas, leaving behind large numbers of the poor and 
uneducated. 

Hisioricdlly and legallv. the cities and towns of the United 
States arc creatures ol the stales, not the federal govcmmenl. But 
down through the years, as the jiation changed fiom a basically 
rural country with many small towns to an industrialized one, the 
cities fell more or less independent ol the states and resentments 
grew between die city halls and the state capitals. 

The cities with their heavy industries prospered and were able 
to raise money f(W scluuds, streets, police and fire protection aiKl 
so on througli property taxes and retail sales taxes. In very tew 
states is (he state capital located in a large city, and legislatuies 
tend to he weighted in fas our of lurai citizens. 

Financing of VNeUnre 

Beginning dining the eeoiKimic depression of the 1930s, the 
federal govcrnm.nt assumed a larger role m financing welfare, 
educatiun and oiliei m ilters that in earlier times had been consi¬ 
dered mitteis of stale and coinmunity concern. City mayors, 
usually of the Democratic Parly, often b>passod the govcrnois, 
frequently Republican, and dealt directly with Washington. But 
economic and social changes of tcccni ycnis have again changed 
iclationships among the fcdeial, .slate and local governments. 

Vast numbers of the voung married people and their more 
prosperous elders moved fiom the cities to the suburbs. Indus¬ 
tries found it mucli more etficient to build new' factories along the 
highways out near airports. 1 he cities' tax bases were thus 
eroded. But the populations of the cities did not decrease, they 
increased. For poor families, mostly black, but many whites 
also, moved from f*Mm< to the old indusliial cities of the noiih. 

Most of them were barely educated and ill-equippcd to find 
jobs even if the industries had not moved away. Many were 
forced to turn to the city otlkials for food and shelter. In New 
York City alone, more than one million people arc receiving pub¬ 
lic assistance. Of these, more than hfX),00() are children. 

The cities needed more and more money to provide 
services for residents. Almost in desperation, they turned to the 
suites for financial help, and the governors and the legislators* 


DONOHUE 

many of them now from suburban areas, have rediscovered their 
obligations to citizens w ho live in the cities. 

What President Nixon wants to do is use the resources of the 
federal government to help the states and cities meet their rising 
costs and, at the same time, retain local control of educational 
and povciiy programmes. 

But because states difl'cr markedly in wealth and attitudes 
towards caring for the poor, the federal government would estab¬ 
lish a minimum standard of family allowances with all costs up 
(o the specified minimum paid for by the federal government. 
President Nixon also wants to develop far better job training 
programmes in the states and cities to help those who are able to 
work, develop the skills needed lo oblain and hold jobs. His 
progiainmes now will be considered by the Congress where, just 
as in the state houses and city halls, there is a demand to do 
something lo improve the welfare system that exists today. 

THE GWALIOR RAYON SILK MF6. (WVG.) CO. LTD. 

Regd. Office : Birhigram, Nagda, M.P. 

NOTICK 

NOTIC E is hereby given that the rwcnly Second Annual (icneral 
meeting of the Shareholders of the Company will be held at 
GRASIM CLUB, Birlagrani, Nagda on Satuiday, the 27th Sep¬ 
tember, 1969 at 4.30 P.M. to transact the business as per the notice 
with the Explanatory Statement dated 30th August, 1969 sepa- 
latcly sent to the shareholders of the company at their registered 
addresses along with the Balance Sheet, ProHt and Loss Account 
and the Director’s report for the year ended 31 si March, 1969. 

By order of the Board 
B.N. Puranmalka 
Secretary 

Birlagram. Nagda, 

Dated 4lh September, 1969. 

Notes : 

(a) A member entitled to attend and vote is entitled to appoint 
a proxy lo attend and vote instead of himself and the 
Proxy need not be a member. 

(b) The Register of Members and the Transfer Books of the 
Equity and Preference Shares Series ‘A’ and "B* will remain 
closed from Saturday the 6th September, 1969 to Saturday 
the 27th September, 1969 both days inclusive. 

(c) The dividend on Equity Shares, if sanctioned, will bo 
made payable on or after Monday the 6th October, 1969 
to those shareholders whose names stand on the Company's 
Register of Members on the 27th September, 1969. 
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MRS Indtra Gandhi, of course, had been 
giving various excuses at various times for 
scuttling the official Congress candidate for the 
office of President. One of them was that the 
nomination by the Congress Parliamentary 
Board of an individual who had not found fa¬ 
vour with her had created an impression abroad, 
particularly among foreign governments, that 
the Prime Minister of India had been demoted 
in her own party. 

It would be reasonable to suggest that 
the steps which Mrs Indira Gandhi took 
to have this impression corrected, should, 
according to her argument, have raised her in 
the esteem of the world or that part of it which 
may be presumed to be interested in her or her 
doings. Actually, however, this does not 
seem to have happened. On the contrary, 
although there has been admiration certainly 
for her skills or success as a political schemer, 
not much respect has been expressed for the 
standards of public or personal conduct she had 
chosen to make her own in her effort to achieve 
ascendancy in the government and the Cong¬ 
ress organisation. 

To illustrate, I would reproduce the follow¬ 
ing extract from The Economist (London) of 
August 30, which reads like a charge-sheet in a 
criminal case : 

“Mrs Indira Gandhi has been called some 
harsh names since she declared war on her 
Congress party rivals seven weeks ago, and 
not all of them are unfair. She springs a 
note suggesting major and arguably unwise 
economic policy changes on the party leader¬ 
ship which, with some ill grate, accepts it; 
she then summarily fires the finance minister, 
Mr Morarji Desai, because he still held the 
views which, a week earlier, were the party’s 
and still formally are the cabinet’s; she lets the 
banks be reassured that no immediate nationali¬ 
sation is intended and immediately nationalises 
them; she seeks to do so by ordinance two days 
before parliament is to meet, an action that may 
or may not be within the letter of the Indian 
constitution but is unquestionably and danger¬ 
ously outside its spirit. 

“Short pause for regrouping, and she launches 
a still bolder atUck, Reckless of party dis¬ 
cipline or unity, she backs an independent 
candidate for the national presidency against 
the official Congress candidate^ whose nomina¬ 
tion papers she has signed and to whom she — 
after winning the bank battle -* publicly pledged 
her support. No wonder Mrs Gandhi has been 


called dictatorial, dishonest, undisciplined and# 
so on.” 

* * 

To each individual his style of functioning; 
and this privilege, therefore, cannot be de¬ 
nied, of all persons, to the President of India. 
Nevertheless, I do believe that Mr V.V. Giri 
is overdoing things when he seeks ostentatiously 
to bring his wife into everything that he 
does or says in public. We need not grudge 
the President of India the rare blessing he ob¬ 
viously enjoys of having found the perfect life- 
partner, but not everyone of us may necessarily 
enjoy having this very private aspect of the Presi¬ 
dent’s life impressed on our consciousness 
on the least provocation. In any case, the 
President should reconsider his practice of 
saying '"we' ’ — meaning he and his wife — when 
he replies or responds to public representations 
made, formally or informally, to him 
in his capacity as President. It is a good thing 
that for the first time since the presidency 
was constituted, wc have a Presidenfs wife 
who seems to be both able and willing to dis¬ 
charge the informal duties of that station. This 
advantage, 1 would res|)ectfully submit, should 
not be abused, least of all by the President. 

« • 

Mr M.R. Masani has lately been expressing 
publicly his dissatisfaction with the functioning 
of the leadership of the Federation of Indian 
Chambers of Commerce and lndustr>'. This 
should not, in itself, cause much comment. 
In any such organisation as the FICCI, there 
are bound to be groups which may not always 
see eye to eye with the official leadership. It 
is, moreover, no secret that sonic sections of the 
business community have always nursed diffe¬ 
rences with others in the FICCI to an extent 
which has prompted tlie former to participate 
only notionally in the functioning of the orga¬ 
nisation, if not keep altogether away from it. 
In the ordinary course, therefore, Mr Masani's 
complaint against the FICCI leadership may 
possibly be treated as being part of the game. 

On this particular occasion, however, Mr 
Masani’s statement was not made in the ordi¬ 
nary course of events. It was specially and 
specifically related to the situation arising out 
of the manner and material of the reaction or 
response of the Committee of the FICCI to the 
Prime Minister’s now economic policy. Mr 
Masani, of course, is b\ no means alone in his 
feeling that certain businessmen, individually 
or in groups, are only too prone to comproini.se 
the philosophy and institutions of free enter¬ 
prise through wcak-knccti or deliberately 


opportunistic acceptance of or subservience to 
government policies or programmes which are 
inimical to the legitimate interests of the busi¬ 
ness community while also being irrelevant or 
even harmful to the larger interests of the people. 
It is but natural that this sentiment should 
come out into the open and be expressed in 
strong terms in the wake of recent develop¬ 
ments in the government and the Congress 
party. It is even more natural that Mr Masani, 
as one of the top leaders of the Swatantra 
Party, which aims to be the main democratic 
opposition to Leftist political forces in the 
country, should have been quick to point out 
the dangers inherent in the business community 
losing its will to fight certain tendencies which 
have come to the fore in the Congress party 
as a direct result of Mrs Gandhi’s current style 
of functioning as a Prime Minister who would 
also be the unchallenged spokesman and leader 
of her parly. 

At the same time. I hope that Mr Masani 
realises the inadequacies of his own party 
which have been coming in the way of the 
business community taking a bold line publicly 
against what Rajaji has characterised as the 
‘statisin’ of the Congress party. The blunt 
truth is that the Swatantra Party has yet to 
develop a tough and daring leadership which 
could inspire confidence among businessmen 
or arouse enthusiasm among the larger public. 
Us leadership has yet to develop a coherent and 
collective personality or build up an image of 
professionalism. It has been said in criticism 
of the Swatantra Party that it has become unduly 
dependent on narrow groups, such as ex¬ 
rulers or certain die-hards of the private sector* 
It is, indeed, a pity that it has not been able to 
develop sufficient dynamism to be able to claim 
that it is growing out of the swaddling clothes 
of special interests. The Swatantra Party may 
have a philosophy, but it is not by any means 
obvious that even all of its leaders take an active 
pride in that philosophy or arc honest in their 
professions of it. This has been well illustra¬ 
ted by the amorphous and ambiguous role 
played by this party in the recent presidential 
election. The Swatantra Party clearly lacks the 
killer instinct which is so necessary for political 
effectiveness. Mr Masani and his party collea¬ 
gues would do well to give serious thought to 
strengthening this soft stuffing of the political 
frainework of their party before they venture 
to point a linger of scorn at those businessmen 
who may be unwilling to deny themselves the 
safeguard of an insurance policy against the 
political hazards of the day. 
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Trade 

STATE TRADING CORPORATION 

MR Prakash Tandon, Chairman, State 
Trading Corporation of India, indicated at 
the annual general meeting held recently 
that exports were a sphere in which the 
STC could exercise its best initiative and 
skill and act as path finder and catalyst. 
Therefore^ he added, a special study 
has been made to understand the nature of 
international trade and find a place in it 
for the STC. He pointed out that there arc 
four broadly cognate geographical areas in 
world trade, namely, the Atlantic basin 
of western Europe and the Americas; 
eastern Europe; the Pacific basin of west¬ 
ern Americas, Japan, south-east Asia and 
Australasia; and Africa and west Asia. 
Gradually the trade of this country has shif¬ 
ted from the United Kingdom and western 
Europe to the USA and it has progressed 
lately in west Asia. It, however, still lags 
behind in the growing markets of South 
America, Africa, south-east Asia and Aus¬ 
tralasia. Mr Tandon is of the opinion that 
so far sufficient effort has not been made to 
extend our trade in these areas. 

This country, Mr Tandon pointed out, 
is fortunate in having developed infra¬ 
structure so that wc can export industrial 
products. This coiuitry has been moving 
from basic steel into construction, engineer¬ 
ing and railway equipment, from greys to 
printed and processed textiles, from textiles 
to ready-made garments. An important 
development in the world trade, he said 
was precision in proccs.s of production, 
finish, package and' delivery schedule. 
Manufacturers in the west, he pointed out, 
will even contract with the suppliers to 
receive delivery by the hour and not just by 
the month or thc.wwk. To the average 
exporter in this country this may appear 
theoretical Tefincment. He added that to 
deal with foreign buyers someone has to 
been the spot to create confidence. An 
ideal office abroad, he said, need be no 
more than a manager and an assistant who 
can combine some office work with much 
productive selling. Some specialised facili¬ 
ties could, however, be built at the regional 
offices, who would lend support to the sub¬ 
offices. The State Trading Corporation, he 
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added, needs to develop regional setups 
in eastern, Southern and western Europe, 
in America, in west Asia and Africa, in 
south-east Asia and in Australasia with 
regional headquarters in Moscow, Bel¬ 
grade, Rotterdam, New York, Teheran, 
Beirut, Bangkok and Sydney. 

SPECIAL DRAWING RIGHTS 

A bill w^as introduced in the Lok Sabha 
on August 30 by Mr P. C. Sethi, Minister 
of State for Finance, to enable this country 
to participate in the Special Drawing Rights 
(SDR) scheme to be operated by the Inter¬ 
national Monetary Fund. The bill entitled 
the Intei'iiational Monetary Fund and 
Bank (Amendment) Bill 1969 seeks to make 
some changes in the International Mone¬ 
tary Fund and Bank Act, 1945, and thus 
empowers the Reserve Bank of India to act 
on behalf of the government to receive, 
acquire and transact in SDRs. According 
to present indications SDRs equivalent to 
fS3,500 million will be made for the year 
beginning January 1970. The allocations to 
individual countries will be made on a uni¬ 
form basis as a percentage of iheir Fund 
quota.s. This country’s quota in IMF is 
$750 million and on this ba.sis the alloca¬ 
tion of SDKs for the first year will be about 
$130 million (nearly Rs 98 crores). This will 
supplement this country’s existing exter¬ 
nal reserves consisting of gold and foreign 
exchange and is expected to help in boost¬ 
ing our exports. 

This country will be represented by the 
Minister of State for Finance, Mr P. C. 
Sethi, at the annual meeting of the Inter¬ 
national Monetaiy Fund on September 
29 in Washington which is due to activate 
Taper gold’ and to consider international 
monetary reforms. Mr Sethi will attend the 
Commonwealth Finance Ministers’ Con¬ 
ference which meets on September 25 and 
26 at Barbados. * i 

STATE LOANS OVERSUBSCRIBED 

All the 15 state government loans aggrega¬ 
ting Rs 155 crores which opened for subs¬ 
criptions on September 1, were over¬ 
subscribed and closed within an hour and 
forty-five minutesj ^ the Reserve Banik 


announced. All loans were simultaneqitfly 
closed at 12.15 p.m. and all of theiti^had 
been over-suhscribed m exo^ ofJQ^I^er 
cent of the notified amount. Aft ItMiiis open¬ 
ed at 10.30 a.m. and were scheduled to 
close on September 6 or earlier without 
notice as soon as subscriptions approximat¬ 
ed to the amount of issue. The state govern¬ 
ments have reserved their right to retain 
subscriptions up to ten per cent in excess 
of the notified amount. 

STRIKE AT GWALIOR RAYON 

Since August 12,1%9, the workers of the 
spinning and auxiliary departments of the 
staple fibre division of Gwalior Rcyyon at 
Nagda, Madhya Pradesh, have been on 
strike as a result of which work in the whole 
factory, which is based on a continuous 
process, has come to a stand-still. When the 
workers struck the management persuaded 
them to resume work. But it failed in all 
its efforts and, therefore, approached the 
labour court for declaring the strike illegal 
and to issue an order directing the workers 
to start work. The labour court, Ujjain, 
vide its order dated August 14, 1969, direct¬ 
ed the workers immediately to resume 
work. But this order of the labour ceurt 
was flouted by the striking workers, who 
remained on a stay-in strike. Keeping in 
view the interests of the non-striking work¬ 
ers, the management declared a 3-days 
paid holiday for the remaining workers 
and expected that reason would prevail. 
But even this effort on the part of the 
management failed to produce the expec¬ 
ted response and it, therefore, decided 
to lay-ofi‘ the non-striking workers. 

The demand of the striking workers in 
the spinning and auxiliary departments is 
mainly for compensatory allowance, which 
is already under the active consideration of 
the arbitrator, the member-judge of the MP 
industrial court, io whom the matter was 
submitted under an agreement between the 
parties. The strike is thus not only illegal 
but wholly uruustiiicd. The cause for the 
strike lies not in any actual grievances of 
the workers but has been the result of intra¬ 
union rivalries. 

This strike is fraught with serious reper¬ 
cussions, because a hundred Shd odd spin¬ 
ning mills in the country dep^oding on 
staple fibre as their raw material and pro¬ 
viding employment to about 24,000 work¬ 
ers, have been seriously affected • About 
SO,(XX) powerlooms and 20,000 handlooms 
vds w4l as .wprkprsi etnploycd on them 
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wilf also be affected seriously by it. As a 
result of .the strike, the country is sufferjng 
every day a loss of Rs 7.5 lakhs in terms of 
production and three lakh rupees in terms 
of revenue to the exchequer. 

RAJASTHAN TEXTILE MILLS 
Following the mediation of the Chief 
Minister of Rajasthan, the management 
and the workers of the textile mills in 
Rajasthan have agreed to an ad hoc rise 
of Rs 15 in implementation of the second 
central wage board majority recommenda¬ 
tions on textiles, observed Mr V. O. Somani, 
Chairman, Rajasthan Textile Mills Asso¬ 
ciation, recently. Since, with this settle¬ 
ment, all pending disputes are also settled, 
it is hoped industrial relations would im¬ 
prove and there would be peace on the 
industrial front in the state. The state 
government will set up a special tribunal 
(a) to examine the present system of 
neutralisation in DFA; (d) to decide lower 
neutralisation in DFA part for weaker 
units; and, (c) to prepare a revised gra¬ 
tuity scheme. An expert committee will 
also be set up to decide rationalisation and 
workload in mills. 

TEXTILE STRIKE IN BENGAL 
The workers of the textile industry in 
West Bengal went on an indefinite strike 


on September 1, jn support of their ten- 
point .demands including upward revision 
of wages. This followed failure of attempts 
at averting the strike. There are about 30 
units, spinning and composite mills, in West 
Bengal employing over 50,000 workers. 

TEA STRIKE ENDS 

The 16-day old strike in the West Bengal 
tea gardens came to an end and workers 
were asked to rejoin on September 3, 1959, 
Under an agreement signed in Calcutta on 
September 2, between the employers and 
trade union leaders under the auspices of 
state Labour Minister, Mr K. R Ghosh, 
tea garden workers will get an interim wage 
increase of 20 paisc per day, besides an ex- 
gratia flat payment of Rs 10. On the cru¬ 
cial issue of land-labour ratio, the agree¬ 
ment provides that lea gardens up to 100 
hectares would recruit 20 new hands, 
between 100 and 200 hectares 25 new hands, 
between 200 and 400 hectares 30 new hands, 
and above 400 hectares 35 new hands. 

TRAFFIC ON RAILWAYS 

A special marketing and sales organisa¬ 
tion has been created on all the railways to 
win back high-rated traffic which had 
diverted to other modes of transport in 
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recent years. To provide inefeksingfy 
customer-oriented services, the orgeniea- 
tion is conducting market research ana 
maintain close liaison with trade anditictue^^ 
try. To ensure guaranteed supply of wagons 
at important stations two targe goods sheds 
on each railway have been exempted, to the 
extent possible, from the purview of opera¬ 
ting restrictions. Super express goods 
services have been introduced on main 
trunk routes so that the goods reach the 
destination within the shortest time. Such 
services exist between Bombay and Cal¬ 
cutta, Bombay and Nagpur, Madras and 
Calcutta, Madras and New Delhi, Madras 
and Bombay, New Delhi and Bombay and 
New Delhi and Howrah, 

The railways have introduced out- 
station agencies, city booking agencies 
as also the street collection and 
delivery services to provide integrated 
raiJ-cum-road transport to the cus¬ 
tomers. Calcutta has been covered 
under a special mobile booking scheme 
whereby booking is done at the premises 
of the consigner and the railway receipt is 
given on the spot. Introduction of conuin- 
er services and enlisting of road hauliers to 
work as Treight forwarders' booking traffic 
from individual parties and also the scheme 
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for ‘smalls' arc some of the measures adop¬ 
ted to attract highrated traffic. 

PETROLEUM DISTRIBUTION PACT 

An agreement was arrived at recently 
between the Indian Oil Corporation and the 
Burinah Oil group of companies in the 
country under which the BOC group will 
lift 400,000 tonnes of petroleum products 
from Barauni and Gauhati refineries for 
distribution. The agreement marks a step 
in the growing understanding and co¬ 
operation between the companies in the 
development of the petroleum industry in 
the sphere of distribution and marketing of 
products in Assam and eastern India. In 
July J965, the Assam Oil Company and the 
Indian Oil Corporation came to an agree¬ 
ment on the exchange of products in accor¬ 
dance with their marketing needs in the 
Assam area. This arrangement has been 
working very smoothly since then. The 
present agreement initialled in Bombay on 
August 7, 1969, will further facilitate easy 
and smooth distribution of products in 
Assam as well as in the eastern sector by 
avoiding cross haulage which will be in the 
mutual interests of all concerned, the com¬ 
panies and the consumers. 

PUBLIC OPINION ON TAXATION 

The Select' ipommiltce on the Central 
Excise Bill 1969 has invited memoranda 
from state governments, individuals, public 
bodies, business organisations, chambers of 
commerce and industry, etc. The com¬ 
mittee had its first meeting recently under 
the chairmanship of Mr F. A. Mohsin, 
MP. The Select Committee oft the Taxa¬ 
tion Laws (Amendment) Bill, 1969, at its 
first sitting, al^ held recently under the 
chairmanship of Mr Chintamani Pani- 
grahi, MP, decided to invite memoranda 
from individuals, public bodies, business 
organisations! chambers of commerce and 
industry, Institute of Chartered Accoun¬ 
tants, Institute of Cost and Works 
Accountants.ilnstitute of Company Secre¬ 
taries; lnc(^nie-tax bar associations; 
Supreme Cb^rt ^ind high court bar asso¬ 
ciations, tratfe unions and other associa¬ 
tions. Sixty lopics of tach memorandum 
arc to reach? the Secretary of the Lok 
Sabha, befor| Scptcmber*2$^ 1969. , 

SUGAR POLICY FOR FXiURTH PLAN 

Mr A. L. li»s,1lact^ary^ union Depart- • 
ment of Fooid, and Chairman, Develop¬ 
ment Council for the Sugar" Industry, 


stated recently that the stage was now set 
for a stable sugar policy which could be 
firmly held for the remaining period of the 
fourth Plan. In his opening address to the 
twenty-third meeting of the council, he 
suggested that the new policy should 
bo so devised that within its framework 
there is sufficient flexibility and man¬ 
oeuvrability to bring about stability in 
acreage and a fair price for the consumer 
and the producer. He pleaded for an 
integrated approach so that a lasting solu¬ 
tion to the problems concerned could be 
found which would accommodate the basic 
needs of all the interests concerned. 

Referring to the future production pro¬ 
gramme, he stated that the fourth Plan 
which commenced from April 1, this year 
envisaged production of 4.7 million tonnes 
by 1973-74. In order to achieve this pro¬ 
gramme, he explained that industrial 
licences and letters of intent were already 
issued for the establishment of a number 
of sugar factories mostly in the co¬ 
operative sector and for expansion in some 
of the existing units. Most of the new facto¬ 
ries have been licensed in the comparatively 
high productive regions. 

DEFENCE VEHICLES OUTPUT 

Vehicles worth Rs 100 crores have been 
produced in the country's ordnance facto¬ 
ries during the last nine years. This has l>ecn 
achieved with only an additional capital 
investment of five crorc rupees, as the sur¬ 
plus capacity in the ordnance factories was 
utilised to the maximum for this purpose. 
The ordnance factories manufacture 
Shaktiman 3-ton trucks, Nissan 1-ton 
trucks and Nissan patrol vehicles. So far 
about 40,000 of them have been produced. 

A new vehicles factory is coming into being 
at Jabalporc at a capital investment of Rs 
33 crores. Production in this factory is ex¬ 
pected to start in 1971. This factory will 
produce J,300 vehicles per month. 

SEMINAR ON DIAMONDS 

The National Minerals Development 
Corporation, in association with the 
Director General, Geological Survey of 
India, organised a senrririar on diamonds at 
Panna from September 6 to 8, 1969. The 
seminar was inaugurated by Mr Jaganath 
Rao, Minister of State^* Mines and Metals, 
and was presided over by Dr B. D. Nag 
ChaiidlHiri, Member '{Science), Planning 
Commission. Nearly 40 to 45 eminent per¬ 
sons having intimate knowledge ol dUSist^. 


ent aspects of diamond contributed papers 
for discussion in the seminar. The principal 
aspects covered in the seminar included 
genesis of diamondiferous deposits, tecto¬ 
nics, Icthological and other controls, form, 
size and grade of deposits. Techniques of 
exploration and prospecting for diamonds, 
geochemical, geophysical and drilling; 
comparative methodology of releasing dia¬ 
monds by adopting the conventional and 
radical methods like conventional crushing, 
grinding, classification, grading, separation; 
and procedures, security, import and ex¬ 
port and general economics of diamonds. 

LEIPZIG AUTUMN FAIR 

• 

The Autumn Fair in Leipzig, East Ger¬ 
many, was held from August 31 to 
Scplember 7, 1969. The theme of the fair 
was For World Open Trade and Technical 
Progress-Twenty years of German Demo¬ 
cratic Republic. The 1969 Autumn Fair 
covered a space of 65,000 square metres 
and had a larger number of exhibits as 
compared to the previous year’s fair. 
In addition to several consumer goods on 
display, heavy industry was represented to 
a considerable extent. 

HYDROSULPHITE PRICE 

The price of hydrosulphite of soda has 
been ruling abnormally high and the in¬ 
crease is attributed mainly to the 
gap between the demand and supply of 
this chemical. The government has asked 
iho STC to import 1,000 tonnes of this 
chemical on an urgent basis. It is expected 
that very shortly the chemical imported by 
the STC would be made available to mills. 
The government has also permitted mills 
to import hydrosulphite of soda against 
their export replenishment licences to the 
extent of 20 per cent of their value. In the 
meantime, Travancore-Cochin Chemicals 
Ltd has decided to increase the price of 
its product from Rs 10.50 per kg to 
Rs 17.50 per kg, an increase of 67 per 
cent. The risetoppeers quke unreasonable 
and no justifiable grouhds have been offered- 
for this act, 

I.A.A. WORLD CONGRESS 

Haiish C. Jain, Chairman of Jainsons and 
Jainsons International, has bccij Ihvited by 
the International Advertising Association, 
New York, to preside over a session of the 
lAA World Congress to be hcftl in Tokyo 
this month. This is the first tune that an 
Indian will preside at an in^mational 
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BIRLA COTTON 

BIRLA Cotton Spinning and Weaving 
Mills Ltd has made a profit of Rs 10,54 
lakhs for the year ended March 31, 1969. 
The profit is arrived at after providing 
Rs 19.61 lakhs for depreciation, Rs 78,171 
for development rebate reserve and Rs 12 
lakhs for taxation. The entire profit is 
transferred to general reserve. The 
directors have proposed to maintain the 
dividend on the 7,99,180 ordinary shares 
at one rupee a share, payable from 
general reserve. 

HINDUSTAN WIRES 

Hindustan Wires Ltd has reported a 
rise in sales from Rs 281.08 lakhs to Rs 
328.66 lakhs during the year ended March 
31, 1969. Profit during the year is lower at 
Rs 7.55 lakhs as against Rs 8.79 lakhs for 
the previous year. While sales, it is stated, 
are not unsatisfactory considering the gene¬ 
ral recession in the country which prevail¬ 
ed during the larger part of the year, the 
profit has not risen cofrcspondingly as the 
price remained depressed. Further the 
cost of production went up due to higher 
prices of raw materials, salaries and wages, 
power and freight on finished products. 
A sum of Rs 9.94 lakhs is provided for 
depreciation, Rs one lakh to contingencies 
reserves, Rs 2.50 lakhs to development 
reserve and Rs 8.00 lakhs to general re¬ 
serve. The directors have proposed to 
maintain the dividend at one rupee per 
share, payable from general reserve. Plant 
and machinery under the fifth yen credit 
for further diversification in the production 
of the company arc expected to be shipped 
during the current year and commissioned 
by the end of last quarter of this financial 
year. 

INDIAN IRON 

The annual report of the Indian Iron 
& Steel Co. Ltd reveals that during the 
year ended March 31, 1969, the company 
recorded a profit of Rs 3.02 crorcs after 
making provision for depreciation against 
a profit of Rs 1.01 crores last year. The 
improvement in profits was mainly due to 
better despatches so that sales turnover 
increased by 30 per cent to Rs 81.55 crores. 


The directors recommended the payment of 
a dividend of 50 paise per share distributing 
Rs 1.24 crores. It was pointed out that 
there was noticeable improvement in plant 
operations during the year under review. 
Blast furnace No. I which remained out 
of operation for a long time was recommis¬ 
sioned in October, 1968. While pig iron 
production increased during the year part¬ 
ly to cater to large export orders, ingot 
production was controlled to enable pro¬ 
cessing of accumulated semis thereby re¬ 
ducing operating costs. In continuation 
of the trend established in the previous 
year, the export performance of the com¬ 
pany has shown substantial improvement. 
The company earned foreign exchange of 
Rs 9.09 crores during 1968-69 as against 
Rs 4.94 crorcs earned a year before. 
During the current year again the company 
has already booked export orders valued 
at over Rs 3.36 crores. 

Many of the impediments which be¬ 
devilled the progiess of the Chasnalla 
project have been overcome. The washery 
and ropeway, both integral parts of the 
project, were coinmisioned during the 
year. Washed coal in small quantities is 
now being transported to Bumpur by the 
company’s own ropeway system. As a 
result of revised planning there is every 
indication that coal raising from Chasnalla 
will commence well before the previously 
projected date of 1972. Capital expendi¬ 
ture on the project up to March 31, 1969, 
had amounted to Rs 23.57 crorcs which 
comprises of Rs 15.54 crorcs financed 
out of the company's own resources and 
Rs 8.03 crores out of Joans obtained from 
the World Bank. Tn view' of the revised 
raising programme, it is likely that the total 
expenditure on the project which had earlier 
been estimated at Rs 40.85 crores will be 
reduced to some extent. 

SESHASAYEE PAPER 

During the year ended March 31, 1969, 
Seshasayee Paper and Boards Ltd recorded 
a profit of Rs 58.32 lakhs. The directors 
proposed to provide a sum of Rs 39.49 
lakhs for depreciation. The arrears of 
depreciation still to be provided amount 


to Rs 79,62 lakhs. DuriAt the y«gr the 
company produced paper to the exteili^ of 
20,936 tonnes as against 18,696 tenniBS IX'st 
year. Sales of paper were arotind 21^037 
tonnes. With an upward revision of prices 
of paper coupled with continued efforts 
to raise efticiency, the year’s working het% 
shown some improvement. The directors 
*‘®P^-*cd that the first stage of the expaii- 
punsion scheme W'as completed with the 
installation and bringing into commissiem 
during the last week of March 1969 of the 
stationery digesters and the cylinder moulds 
for manufacture of duplex boards and kraft 
liners. This has resulted in the com¬ 
pany’s production potential being stepped 
up from the original 20,000 tonnes per 
annum to 30,000 tonnes per annum. There 
has been a slight setback in the schedule 
for commissioning of the plants mainly 
due to delay in receipt of certain vital 
components from the major machinery 
suppliers. All the components of the 
yankec machine for manufacture of light 
weiglit papers have been received and the 
erection of the machine has been completed. 
As a result of the expansion scheme and 
diversification of operations, the company 
has entered the stage of remunerative work¬ 
ing and the prospects of paying a dividend 
on the capital of the company after making 
necessary appropriation are reasonable in 
respect of the current year’s operation. 
ANIL HARDBOARD 

Anil Hardboards Ltd has recorded 
satisfactory results during the year ended 
March 31, 1969. After providing Rs 13.73 
lakhs for depreciation and Rs 2.03 lakhs for 
statutoiy development rebate reserve, the 
company has show'n a net profit of Rs 
5.12 lakhs against Rs 4.45 lakhs in the 
previous year. An equity dividend of 
six rupees per share will amount to Rs 
3,95 lakhs. A salient feature of the w'ork- 
ing this year is that the company is practi¬ 
cally booked for export orders in order to 
earn the special 10 per cent cash incentive 
which the Ministry of Foreign Trade has 
sanctioned. Although exports are fast 
increasing, profits arc comparatively small. 
The company is, however, anxious to main¬ 
tain exports with a view to running the 
mills at full capacity. 

SANDVIK ASIA 

The Sandvik Asia Ltd has shown during 
the year 1968-69 increased sales of Rs 
2.87 crores against Rs 2.62 crorcs Inst year. 
The profit before tax has gone up from Rs 
28.8 lakhs to Rs 34.02 lakhs. After pro- 
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viding Rs 18 lakhs I'ol* taxation and Rs 
3.20 lakhs for development rebate reserve, 
the net profit comes to Rs 12.82 lakhs. 
K\poris during the year have amounted to 
Rs 4.25 lakhs. An equity dividend of Rs 
10 p^r share has been recommended. 

BHARAT STEEL TVBKS 

Bharat Steel Tubes Ltd has undertaken 
the installation of an additional tubular 
pole plant to meet the increasing demand of 
electricity schemes. A proposal to increase 
the production of sniall-si/c pipes, for 
which there is relatively a higher demand 
both in the domestic and international 
mirkets, is also being prepared, according 
to the directors of company. A loan of 
Rs 50 lakhs from First National City Bank 
for its expansion plans is being negotiated. 

After providing more for depreciation 
at Rs 23.34 lakhs, and development re¬ 
bate reserve at Rs 5.11 lakhs, the working 
of Bhcirat Steel Tubes during the year ended 
March 31, 1969, revealed a higher net 
profit of Rs 54.44 lakhs against Rs 42.58 
lakhs during the preceding financial year of 
15 months ended March 1968. Taking 
into account the balance brought forward 
from the previous year of Rs 13.13 lakhs, 
the amount available for disposal is Rs 
67.56 lakhs. A sum of Rs 67 lakhs has 
been transferred to general reserve, leaving 
a balance of Rs 56.388 to be carried for¬ 
ward. The directoi*s have recommended 
a maiden dividend of 10 per cent on equity 
shares, absorbing Rs 12.88 lakhs. The 
preference dividends, including the arrears 
from March 20, 1964, to March 31, 1968, 
claims Rs 13.72 lakhs. 

Sales, including the value of exports, 
during the year have increased to Rs 10.86 
crorcs against Rs 8. ^6 crores in the previous 
15-month period. The value of exports 
(including incentives) increased to Rs 
4.23 crorcs against Rs 2.51 crores in the 
15-month period, an average rise of 111 
per cent. The production has registered a 
rise of 33.8 per cent at 59,371 tonnes. 

The directors have stated that in view of 
m increase in demand for galvanized pipes, 
he comjwny has undertaken an expansion 
3f its galvanizing capacity. The new 
galvanizing plant, capable of producing an 
idditional 20,000 tonnes of galvanized pipes 
1 year, is expected to be commissioned in 
October this year. 

HINDUSTAN TRACTORS 
An increase in the turnover from Rs 
\. 66 crorcs to Rs 4.26 crorcs was recorded 
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by Hindustan Tractors Ltd during the 
year ended March 31, 1969. It however 
revealed a nee loss of Rs 4.36 lakhs for the 
year ended against a profit of Rs 9.78 lakhs 
for the previous year. This is attributed to 
unfavourable prices fixed for the company’s 
tractors by the government under the 
Essential Commodities Act. Depreciation 
has taken Rs 8.09 lakhs and managing 
agents, remuneration Rs 50,000. The 
company changed its method of charging 
depreciation from written down value 
system to the straight line method and 
transferred Rs 25.26 lakhs to the profit and 
loss appropriation account. 

PDYSHA INDUSTRIES 

Poyslia Industrial Co. Ltd has shown 
during the year ended March 31, 1969, 
a higher gross profit of Rs 35.66 lakhs 
against Rs 24.37 lakhs for the previous 
year in line with the rise in sales from Rs 
3.10 crore.s to Rs 4.01 crorc.s. Major 
appropriations arc : depreciation Rs 9.42 
lakhs, development rebate reserve Rs 9.25 
lakhs, managing agents’ commission 
Rs 1.14 lakhs, and the net profit amount¬ 
ing to Rs 15.85 lakhs against Rs 10.80 
lakhs. A sum of Rs 14.40 lakhs out of 
this amount has lieen transferred to the 
general reserve from which the proposed 
final dividend on preference shares and an 
equity dividend of 10 per cent, both aggre¬ 
gating Rs 12.27 lakhs, will be paid. 

During the current year Poysha’s sales 
are running at the rate of over Rs 5 crores 
per year and those of Kaira Can, its subsi¬ 
diary, at Rs 1.4 crores per year. The total 
sales of both the companies are expected 
to amount to Rs 6.5 crorcs to Rs 7 crores 
this year against Rs 5.32 crorcs in 1968-69 
and Rs 3.63 crores in 1967-68. Mean¬ 
while the construction of the Cochin factory 
building will commence immediately after 
the monsoon. The Danish plant acquired 
for Colrige Ltd, a subsidiary of the com¬ 
pany, has been installed at Thana and it 
has commenced production. The com¬ 
pany has not yet taken any decisive steps to 
diversify into paper, plastic or any other 
ilcxiblc packaging, pending a clarification 
of government policy in respect of technical 
collaboration. 

MYSORE TOBACCO 
The Mysore Tobacco Co. Ltd, Bangalore, 
has shown sales of Rs 64.64 lakhs for the 
year ended March 31, 1969, against Rs 
53.53 lakhs in the previous year. After 
providing Rs 1.27 lakhs for depreciation 
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and Rs 40,000 for taxation, the company 
lias shown a net profit of Rs 15,487 against 
R$ 1.22 lakhs in the previous year. After 
withdrawing Rs 65,000 from the general 
reserve, the directors have declared an 
•equity dividend of eight per cent. Seasona 1 
conditions in Mysore were unfavourable 
to the tobacco crop in 1968-69. The com¬ 
pany earned Rs 24.37 lakhs by exports 
during the year. 

NATIONAL INSULATED CABLES 
The National Insulated Cable Co. of 
India Ltd has earned a profit of Rs 6.11 
lakhs for the year ended March, 1969, 
against Rs 2.18 lakhs in the previous year 
after providing Rs 6.04 lakhs for deprecia¬ 
tion and Rs 83,000 for developmenf rebate 
reserve. Taking into account Rs 1.80 
lakhs being the excess provision of tax for 
earlier years written back, Rs 4.36 lakhs by 
way of tax transfer of development rebate 
reserve as no longer required and other 
adjustments, there is available a sum of 
Rs 12.37 lakhs. Appropriations include : 
Rs 3 lakhs for taxation, Rs 2 lakhs for 
debenture redemption reserve and Rs I 
lakh for transfer to reserve for bad and 
doubiful debts. The balance of Rs 6.37 
lakhs has been transferred to general re¬ 
serve. The directors have proposed to 
transfer Rs 10.13 lakhs from dividend 
equalisation reserve fund for payment of 
dividend at the rate of 50 paise per share. 
Sales of the company have risen to Rs 
3.82 crores from Rs 3.26 crores. 

CHEMBRA PEAK ESTATES 

Although there was a higher output of 
both tea and coffee, in the Chembra Peak 
Estates Ltd for the year ended March 31, 
1969, the net profit for the year declined 
to Rs 2.79 lakhs against Rs 3.97 lakhs 
earned in the year before. The net profit 
was calculated after providing Rs 35,552 
for managing agents’ commission, Rs 2.35 
lakhs for depreciation and Rs 1.65 lakhs 
for taxation. A sum of Rs 3,116 representing 
excess provision for taxation in prior years 
and refunds has been written back. The fall 
in the profit has necessitated a cut in the 
allocation to the various reserves. Thus, 
the general reserve gets only Rs 50,000, 
development rebate reserve Rs 14,300 and 
development allowance rcsewe Rs 8,500. 
Likewise, the distribution to the share¬ 
holders has been reduced to 10 per cent. 
The dividend absorbs Rs 2.05 lakhs, leav^ 
ing Rs 7,731 to be carried forward against 
Rs 5,080 brought in. 
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It’s the 
^inade lor 
each other’ blend 
that set the 
filter trend! 




flaIMforZO 
30p for 10 


What mak^^ 

WiUs Filter the largest-selling 
filter in aU 
South Asia ? 




Unequalled smoking satisfaction, that's 
what. Such satisfaction results only when 
hand-picked Virginia tobaccos are perfectly 
matched with an up-to-date filter... truly 
made for each other. As in Wills Filter. 
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CHAIRMAN^S SPEECH 

LIFE INSURANCE CORPORATION OF INDIA 


Statement by Shri M. R. Bhide, Cbeirman, at the Hundred and 
Fifty«elghth meeting of the Members of the Life Insurance Corpo¬ 
ration of India held in Bombay on 30th August, 1969 



Shri M. R. BhM* 


The draft of the Annual Report and the Statement of Accounts 
for the period April 1, J968 to March 31, 1969 arc before you for 
consideration. 

During the year, the Board of the Corporation was re¬ 
constituted by the Government of India. Sarvashri A. Bakshi, 
S. N. Desai, Akbar Hydari and S. V. Kanungo, who were 
previously Members of the Board, were re-appointed and 
Smt. Lakshmi N. Menon, Dr. Baljit Singh and Sarvashri 
M. V. Veerappa, A. M. M. Arunachalam, Dilip Bose, G. C. 
Das, C. H. Bhabha, B. D. Garwarc, Maribhai Ranabhai Bhaskar 
and Sardar Santokh Singh were appointed for the first time. I wel¬ 
come them all and look forward to their co-operation and advice. 1 
also wish to place on record my appreciation and thanks to Smt. 
Raksha Sarun and Sarvashri Amarnath Agarw'al, Bhaskar Mitter, 
V. K. Narasimhan, G. V. Puranik, V. R. Thayumanaswamy, 
Kartar Singh Malhotra and R. S. Pande, Members of the Cor¬ 
poration’s Board till 3lst August, 1968, for the co-operation and 
advice, which I received from them during their term. 

Two years ago, the country was faced with an abnormal 
drought, which, along with the strain on our economy resulting 
from the Indo-Pakistan conflict, had retarded our progress. It 
had also resulted in considerable recession in industrial growth. 
I am happy to state that the process of all-round recovery which 
began in 1967-68 continued in 1968-69 as well. Agriculture has 
recorded appreciable improvement and several progressive mea¬ 
sures undertaken by the Central and State Governments are 
expected to lead the country to gradual self-sufficiency in food. 
Though recession in some industries, particularly the engineering 
industry, still continues to a certain extent, there has been a 
marked revival in the country’s industrial output. Exports have 
also gone up substantially during the last year. Prices have been 
more or Jess stable. In the wake of the above, the Corporation 
has made appreciable all-round progress in the year 1968-69. 

New Business 

The most important aspect of our activities is the procuration 
of new business. During 1968-69, we introduced new business 
of Rs 980.15 crores of which 94.8% was completed, resulting in 
a paid-for business of 929.35 crorcs under 14.54 lac policies as 
against Rs 844.47 crores of completed business under 14.28 lac 
policies in 1967-68. 

Firtt Ittsorances 

During 1968-69, 9.'93 lac policies comprising 68.5% of the 


total number of policies issued in India and assuring Rs 547.64 
crores, being 59.5% of the total new sums assured in India were 
sold to persons insuring for the first time—a praiseworthy effort 
for extending the protection of economic security to persons 
needing insurance ! 

Sl7e of Policies 

The average sum assured per policy increased to Rs 6,390 
in 1968-69 as against Rs 5,913 in 1967-68. About 74% of the 
total number of new policies issued in the year were for sums 
between Rs 1000 and Rs 5,000. The corresponding figure for 
1967-68 was about 67.8%. 

Rural Business 

Based on the classification of rural areas as adopted in the 
1961 Census, 4.77 lac policies covering 32.9% of the total number 
of policies issued in 1968-69 in India were issued to people in the 
rural areas. In sum assured this (percentage comes to 25.5, the 
amount of our rural business being Rs 235.12 crores. As against 
this, the total number of new policies issued in the rural areas in 
the previous year was 5.09 lacs, assuring u sum of Rs 235.49 
crores. This, 1 am afraid, does not show any progress and calls 
for special efforts. It will be significant, in this context, to men¬ 
tion that 81.3% of the total number of new policies sold in the 
rural areas were to persons who took insurance for the first time. 
The percentage for urban areas comes to 62.1. 

The sdicme of collection of premia through selected Post* 
Offices in rural areas, where adequate banking facilities do not 
exist, is operating satisfactorily in 14 States and the total amount 
collected in this way during the year amounted to Rs 1.14 crore$» 
as against Rs 1.02 crores in 1967-68. 

Non-medical Business 

During the year, 6.64 lac policies being 45.8% of the total 
number of policies issued in India were issued under the Non¬ 
medical schemes. In value, they amount to Rs 207.96 crores, 
which is 22.6% of the total sum assured in India. 

Salary Savings Scheme 

A$ against 3.33 lac policies assuring Rs 140.50 crorcs issued in 
1967-68, 3.74 lac policies amounting to Rs 164,96 crores were 
issued under the Salary Savings Scheme in 1968-69. The Scheme, 
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which gives the benefit to employees of the facility of deduction 
of premia from their salary, is applicable to a very large number 
of industrial and commercial as well as semi-Govemment organi¬ 
sations. 

The Scheme is operating for employees of 10 out of 17 States 
in the country. It has also been introduced on an experimental 
basis in respect of non-gazeiicd employees in all the Central 
Government Offices located in Bombay, Calcutta, Delhi. New 
Delhi and Madras. 

Corporation’s Business Abroad 

The Corporation continued its activities in Fiji, Hong 
Kong, Kenya, Malaysia, Mauritius, Singapore, Uganda and the 
United Kingdom. During the year the Corporation issued 
4203 policies assuring Rs 8.70 crores in the countries abroad. 
Policies numbering 4663 for Rs 9.07 crores were issued in 1967-68. 

Business in Force 

The total business in force as on March 31, 1969 was Rs 5718 
crores under 134.35 lac policies as against Rs 5240 crores under 
127.59 lac policies as on March 31, 1968. The increase in the 
total sum assured during the year under review was about 10% 
over the performance recorded in 1967-68. 

Lapse Ratio 

The ratio of lapses to mean life insurance business in force 
came down from 7% in 1967-68 to 6.3% during the year under 
review. In 1966-67, the lapse percentage was 7.4. The efforts 
made by the Corporation to conserve business arc reflected in the 
progressive improvement recorded in the last two years. 

Premium and other Income 

The premium income for the year under review went up from 
Rs 213.01 crores in 1967-68 to Rs 234.78 crores in 1968-69. The 
total net income for the year was Rs 306.49 crores as against 
Rs 274.06 crores in the previous year. 

Life Fund 

As on March 31, 1969 the Life Fund of the Corporation 
amounted to Rs 1434,47 crores as against Rs 1260.06 crores in 
the preceding year, thereby registering an increase of Rs 174.41 
crores. 

Total Assets 

Total assets of the Corporation as on 31sl March 1969 
amounted to Rs 1577.33 crores as against Rs 1400.01 crores on 
31st March, 1968. 

Settlement of Claims 

Death and Maturity claims amounting to Rs 66.26 crores 
were paid by the Corporation during 1968-69. Claims which fell 
due for payment during this period were for a total of Rs 69.22 
crores. During the past 13 years, claims for about Rs 540 crores 
have been paid by the Corporation. I am afraid, our efforts 
to settle claims more expeditiously have not been as successful 
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as I would have liked them to be. I am asking each Office to 
devise a phase programme to reduce the outstanding clfaims to 
the barest minimum. 

Investments 

The total book value of the investments of the Corporation 
as at 31st March 1969 was Rs 1358.95 crores thereby recording 
an improvement of Rs 151.79 crores over 1967-68. Of this, 
the total book value of the investments pertaining to Life and 
General business was Rs 1348.87 crores and Rs 10.08 crores 
respectively. Of the total investment, 73.1% was in the Public 
Sector, 8.6% in the Co-operative Sector, 0.5% in the Joint 
Sector and 17.8% in the private sector. The investment reserve 
account amounted to Rs 31.23 crores. The Corporation agreed, 
during the year, to underwrite 95 new issues to the extent of an 
aggregate amount of Rs 34.84 crores. 

m 

While safeguarding the interests of the policyholders, the 
Corporation has continued to play its role in the social and eco¬ 
nomic development of the country. With this end in view, 
substantial amounts have been lent for housing, water works 
and drainage, co-operative sugar factories, industrial estates. 
State Electricity Boards etc. It will be of interest to mention 
that the Corporation’s total contribution to housing development 
alone, in India, by way of loans to State Governments and Co¬ 
operative Housing Finance Societies and loans under other 
schemes etc. amounted to over Rs 211 crores, as on 31-3-1969. 

Financing of Housing Schemes 

The Corporation advanced during 1968-69 a sum of Rs 12.30 
crores to State Governments for financing various housing and 
land acquisition schemes. It also advanced amounts totalling 
to Rs 14.50 crores to Co-operative Housing Finance Societies 
and other authorities for financing housing co-operatives in 
various States. The advance during 1967-68 under these heads 
were Rs 12 crores and Rs 9.55 crores respectively. 

The Corporation’s Own Your Home Scheme was extended 
during the year to 35 more centres thereby bringing the total 
number of centres to 154. It covers all the cities and towns in 
India with a population of 1 lakh and above according to 1961 
census and also some developing centres with a population of less 
than 1 lakh. 

Likewise, the Corporation’s Mortgage Scheme for construction 
of property was extended to 20 more centres during the year, 
thereby bringing the total number of centres to 57. 

During the year, 1022 loans amounting to Rs 2.96 crores were 
sanctioned under both these schemes. 

Income and Rate of Interest 

Income during the year from interest on loans, rents from 
properties and dividends etc. from investments in respect of life 
business, before deduction of income-tax, was Rs ^7.93 crores 
as against Rs 68.21 crores in the preceding year. Income-tax 
deducted at source amounted to Rs 9.99 crores as against 9.19 
crores for 1967-68, 

The gross and net rates of interest realised on the mean life 
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Insurance Fund were 5.94% and 5.M% as against 5.88% and 
5 J8% respectively in the preceding year. 

Expense Ratio 

The overall expense ratio for the year for life business comes 
to 27.54% as against 27.52% in the previous year. The j^cnewal 
expense ratio comes to 15.91 as against 15.90”;, in the previous 
year. Considering the prevailing inflationary conditions and the 
larger payments made to Class I and Class ii employees as a 
result of negotiated settlement, the nominal increase in the expense 
ratio can be considered as satisfactory. 

General lasurance 

During the year, the Corporation secured a gross direct 
premium of Rs 16.20 crorf's as against Rs 12.62 crorcs in the 
previous year. Of this, Rs .1.89 crores was secured under Fire 
Insurance. Rs 6.84 crores under Marine and Rs 5.47 crores 
under Miscellaneous insurance. The total net premium col¬ 
lection during the year amounted to Rs 5.71 crores as against 
Rs 3.99 crores in 1967-68. 

The net claims during the year amounted to Rs 99 lacs under 
Fire, Rs 151 lacs under Marine and Rs 97 lacs under Miscellaneous 
insurance. A sum of Rs 80 lacs has been added to the reserves. 

The Insurance (Amendment) Act 1968 amending the Insiuance 
Act 0938) came into force with cH'ecJ from 1-6-1969, thereby 
introducing social control on General Insurance. This legislation 
is aimed at development of general insurance business in the 
country on sound lines and at providing more elTcctive supervision 
and control. 

Staff 

The Class I emplovecs of the Corporation were sanctioned an 
Adjustment Allowance and also an improvement in the existing 
Rent Allowance Scheme. The Adjustment AHowaitcc is pavahle 
uplo 31 St August 1969 whereafter its continuation and qiianltim 
will be reviewed. 

On the joint reference made to the Central Govcrnmenl by the 
Corporation and the National Federation of Insurance Field 
Workers of India to settle .some of tlie outstanding issues, the 
decision of the Government was given in February 1969 and has 
since been implemented. The Development Ofheers have been 
given an Adjustment Allowance at varying rales, which is payable 
upto 31st August 1969 and is subject to review thereafter. An 
improvement in their House Rent Scheme has also been made. 

The Government of India referred to the National Industrial 
Tribunal on 28th November 1968, the charter of demands of 
Class III and Class IV employees submitted by one of their 
associations. 

The number of employees in the service of the Corporation 
in India w^s 51,667 as at March 31, 1969 as against 52,007 as at 
the end of the previous year. The slight fall in the number on 
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the rolls of the Corporation is mainly due to the reductions in 
Class 1 and Class II employees. 

The gross salary bill per month of the Corporation in India 
has increased from Rs 246.12 lacs in March 1968 to Rs 25,5.85 
lacs in March 1969. 

Electronic Data Processing 

The Bombay F. D. P. Unit has made sizeable progress. Con¬ 
version of policies to computerised servicing is proceeding, apace. 
As from June 1969, a little over 5 lacs policies of Bombay Division 
arc being serviced by the Computer as against about 2.5 lacs 
policies which were being serviced last year. 

The entire work relating to commission billing for agents of 
the Bombay Division is also being done through the computer. 
Possibilities of preparing cheques on the computer are under 
examination. 

In view of tine circumstances now prevailing in Calcutta, a 
decision has been taken by the Corporation to postpone ih© 
installation of a computer system there. 

PuWkIty 

In our vast counti*y, insurance consciousness among the masses 
is still at a low level. Strenuous efforts are needed to make the 
message of insuidiice widely known, particularly in the rural areas. 
The Corporation is continuing its etforis to popularise the message 
of insurance through conventional as well as new methods of 
publicity. In addition to the planned advertisement campaigns 
in a large number of publications including those published in 
the regional languages, cHcctisc outdoor publicity has been 
conducted through publicity vans, dims and by pariicipalion in 
fairs, festivals and exhibitions. Use of media like bus panels, 
hoardings and neon signs was fuilher extended. Puppetry too 
lias been tried as a medium of publicity in the Northern and 
C'cnlral Zones. Likcw'isc, match box label advertising was 
experimented upon in selected plates. With the introduction 
of commercial broadcasting by the All India Radio, spots on life 
insurance were broadcast from ihcir Bombay, Calcutta, Delhi ami 
Madras stations. 

Conclusion 

I take this opportunity to retord my appreciation and thanks 
for the co-operation and advice I have received from the Menihcis 
of the Corporation and my colleagues on the Investment and 
other Committees. 

I ha\'e also great pleasure in recording my appreciation of the 
services rendered by the Oflicers and stalV at all levels and by the 
agents of the Corporation, w tihout whose co-operation and appli¬ 
cation to work, results as stated above would not have been 
possible. I am sure they will continue to excit for the obiective 
of spreading the message of insurance to a still larger number of 
people. Though our performance has been good, much more 
still remains to be done, 

NB :—This docs not purport to be a record of the proceed¬ 
ings of the Annual General Meeting. 
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RECORDS AND STATISTICS 


Annual Plan 1969-70 


A U)fal oiiiliw t'f Rs 227! crores. forming about 15.8 per cent 
of I he fourth Plan oiillay, ii.'vi been allocated for ihc Annual 
Plan for 1969-70. The plan outlay for 1969-70, it is stated, con¬ 
formed to the pattern of outlay and linarcing envisaged in the 
fourth Plan. 

The Annual Plan fur the cui rent year aimed at a rate of growth 
of 5.5 per cent in the national inciune, which was c;vpccled to 
result from a growth of five per cent in net output from agricul¬ 
ture and eight per cent from ojgauised industry and mining. 7hcsc 
observations arc contained in the Annual Plan document fur 
1969-70 which was presented to Pailiainenl on August 29, 1969. 

hlucidating the approach to the Annual Plan for 1969-70 the 
document says that the previous year's Annual Plan had prepared 
the ground in many respects for launchint* (he foiiiih five-year 
Plan. Prices were stabilised around the level reached in 1967-68. 

Indiistiial production re\ivcd and the growth rale expected in 
the Annual Plan for I96.S-69 was realised, bxporis recorded a 
steep lisc : imports declined mainly because of the fall in food im¬ 
ports. As a result the payments situation improved significantly 
in spite of smallci utilisation of foreign aid. 

Foodgrain.s Production 

Production of foodgraius was about the same as in 1967-68 
for (he improvement resulting from the extension of the new stra¬ 
tegy was (Offset bv the fall due to drought and flood in several 
wircas. Sugarcane mitput (giir) registered an appreciable increase 
hut prodii'lion oi cniivm, »Mlsceds and raw'jute declined. 

The Annual Plan for 1969-70 aimed at* 

(1) a step-up in the rate of investment to 12.0 per cent of 
national income from the j^rcMous year’s level of II..3 
per cent ; 

(2) an increase in net fixed investment in the public sector by 
10 per cent over the level in 1968-69 ; 

(3) a growth of .5.5 per cent in the national income through a 
growth of five per cent in net output from agriculture and 
eight per cent in organised industry ; 

(4) stabilising prices around the level reached in 1968-69 by 
a more efficient management of supplies of foodgiains 
and important agricultural raw' materials : and 

(5) limiting payments deficit to about the same level of net 
forcigti aid as in 1968-69 through a further growth of ex¬ 
ports by seven per cent and by re.straining increased uti¬ 
lisation of indigenous capacity. 

The document says that the rale of investment in the economy 
had declined from over 13 per cent in 1965-66 to 11.3 per cent in 
1967-68. In 1968-69 also it was 11.3 per cent. The Annual Plan 
for 1969-70 aimed at raising it to 12 per cent. The step-up in the. 


rate of investment is closely linked with the increase in the rate of 
domc.stic savings cnvi.saged in the plan for 1969-70. 

Ihc proportion of external assistance (net of debt repayment) 
to national income which went down from 3.5 percent in 1967-68 
to 2.5 |Tcr ccni in 1968-69 was estimated to decline to 2.3 percent 
in 1969-70. Ihc rale of domestic savings which improved from 
7.8 per cent in 1967-68 to 8 8 per cent in 1968-69 was expected 
to go up further to 9.7 jicr cent in 1969-70. 

Ax compared to the estimated investment of Rs 1785 crores 
in lived assets during 1968*69, Rs 185 crores more had bc^n pro¬ 
vided in the plan for 1969-70 for fixed investment in the public 
sector projects. The table below gives fiemres for estimated 
expenditure and plan provision for 1969-70 in the public sector : 

(Rs crores) 


Project Estimated Plan pro¬ 

expenditure vision for 



in 1968-69 

1909-70 

Bokaro .Steel 

IIO.O 

170.0 

Ko>n:i ) 



)Aliimi'niuin 

3.0 

•8.8 

Korba ) 



Hiudiistiin Copper 

6.1 

17.0 

Tertiliscr Corponition 

24.3 

50.0 

Gujarat l•ctro-Chcmicals 

I.I 

7.0 

Hindustan Organic Chemicals 

4.0 

6.0 

ONGC . 

22,0 

58.0 

Development of shipyards 

4.6 

6.5 

Development of ports .. 

24.2 

30.3 

Shipping 

17.9 

20.8 

All other projects 

1.567.8 

1,595.6 


The Annual Plan for 1969-70 envisages 5.5 (Tcr cent growth in 
the gross output from agriculture. To attain this, the programme 
of intensive cultivation under the new strategy for agricultural 
production, Sviys the document, was to be further extended. 

Industrial production which started picking up in the last 
quarter of 1967-68 showed significant recovery during 1968-69. 
The growth rate of 6.2 per cent was about the same as the target 
set in the plan for 1968-69. Larger availability of raw materials 
for agriculture-bused industries, increase in demand for consu¬ 
mer goods including some consumer durables following large 
increase in agricultural and other incomes, a big rise in export 
demand for certain engineering items and liberal g^it facilities 
from banking and financial institutions contributed to this recov¬ 
ery. Better utilisation of capacity was confined mainly to inter¬ 
mediate and consumer goods industries. 

As a result of larger availability of raw materials, particularly 
raw jute, raw cotton and groundnut for agriculture-based indus- 
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tries, budyancy In demand for consumer goods arising fVom in¬ 
creased mcdmes, stimulus derived from growth in exports and 
increase In public and private investment, the rate of growth of 
industrial production is expected to improve further to eight per 
cent during 1969-70. 


}862crQres in 1968-69 as compared to Rs 2008 crores la 1967^8 
and Rs 2078 crores in 1966-67. Better availability of fo6dgrai0$ 
from domestic sources led to a sharp fall in food^mports during 
1967-68 and 1968-69. The increase in non-food imports in 
1968*69 was only two per cent over the previous year. 


The document says the Annual Plan for 1968-69 aimed at 
stabilising the index of wholesale prices around the average level 
reached in 1967-68. This objective was realised. The average 
index for 1968-69 was 210.2, as compared with the average index 
of 212.4 in 1967-68. From the beginning of the year the whole¬ 
sale price index remained more or less stable around 205 till July 
1968. Thereafter, a sharp rise in wholesale prices took place 
and the index rose to 222.1 on September 28, 1%8. Three mil¬ 
lion tonnes of foodgrairs from the stock with public authorities 
were released during July-Septcmber 1968. Foodgrain prices 
during the lean season did not reach the peak of J967. The 
level of wholesale prices also remained below the previous peak 
of 224.1 reached on October 14. 1969. 

The downward seasonal trend in wholesale prices started 
towards the end of September 1968 and continued till the middle 
of February, 1969. The post-harvest fall in prices more than 
offset the lean months' rise and brought down the average index 
of whole.salc prices for the year as a whole 1.1 per cent below that 
in the preceding year. A notable feature is that the downward 
trend in post-harvest prices of foodgrains occurred despite the 
fact that kharif harvest was no higher than in the previous year. 
This would seem to support the inference that following the 
building up of adequate stocks in the previous year the demand for 
addition to stocks was .significantly lower. Another noteworthy 
feature was that the falMn the wholesale price index for the year 
occurred despite a sharp increase in the price of raw jute due to 
fall in output and the consequential rise in the price of jute manu¬ 
factures. 

Food Stocks 

The stock of foodgrains with public authorities amounted to 
4.5 million tonnes at the commencement of 1969-70. With a 
comfortable stock position it would be possible to operate in the 
market efTcctively and maintain stability in foodgrain prices. 
Trends in raw jute prices and acreage during the preceding years 
also indicate the need for bulTcr stock operations in that com¬ 
modity to even out fluctuations from year to year or season to 
season. A beginning has been already made with the announce¬ 
ment of the minimum support price and assignment of the res¬ 
ponsibility for support operations to the State Trading Corpora¬ 
tion. 

The Annual Plan for the current year points out that the value 
of exports rose in 1968-69 by 13.5 per cent to Rs 1360 crores. 
The steep rise in exports was partly in traditional exports result¬ 
ing from better availability but mostly in non-traditional exports. 
Non-traditional items accounted for 60 per cent of the increase in 
exports during 1968-69. In pursuance of the aim to achieve a 
compound rate of growth of seven per cent in exports during 
the fourth Flan, the budget for 1969-70 adopted a number of 
nteasures to promote, exports 

While exports registered substantial growth, the declining 
trend in imports continued. The total value of imports was Rs 


This was considered significant in view of over six per cent 
growth in industrial production. This would indicate that a 
part of the decline w'as due to import substitution. Imports of 
250 items or groups of items which could be supplied from dom¬ 
estic sources were banned. Another positive step taken w’as 
that of requiring industrial units wanting to imports plant and, 
equipment exceeding Rs 7.5 lakhs in value and steel castings and 
forgings of the value of Rs 50,000 and above to adwrlisc their 
requirements before applying for import licence. 

Smaller Trade Deficit 

Improvement in exports along with the reduction in imports 
led to a smaller trade deficit. The payments equilibrium could, 
therefore, be maintained despite smaller utilisation of foreign aid 
and higher debt service charges. In fact, it became possible to 
repay to the International Montcary Fund a sum of Rs 59 crores 
and also make an addition of Rs 38 crores to the foreign exchange 
reserves. 

During 1969-70 food imports were likely to go down further 
with increased domestic production. The restraint on increases 
in imports together with a seven per cent growth in exports would 
enable the payments deficit to be so limited as to be balanced by 
about the same level of net foreign aid as in 1968-69. 

The Annual Plan provision for 1969-70 in terms of inve.stment 
component is higher than the corresponding estimated expenditure 
for 1968-69 by Rs 185 crores. Besides the Plan outlay of Rs 
2271 crores, about Rs 210 crores were estimated as “the commit¬ 
ted expenditure*' on development schemes and programmes dur¬ 
ing 1969-70. if committed expenditure on development pro¬ 
grammes were also to be included, the aggregate outlay on a com¬ 
parable basis for 1969-70 on development programmes would be 
higher than the outlay provided in the Annual Plan for 1968-69. 

It is also pointed out that the outlay for the previous year was 
Rs 2356 crores, about Rs 85 crores higher than in the current 
year. This was due to the inclusion of Rs 35 crores in the Annual 
Plan for the last year for meeting cash losses. The outlay for 
J 969-70 did not include any such provision, through it was esti¬ 
mated at about Rs 45 crores. Further, a provision of only Rs 
25 crores had been made in the Plan for 1969-70 for buffer stocks, 
as against Rs 140 crores provided in the previous year’s plan. 
The lower provision in the current year's plan represented margin 
money as it was intended that additions to buffer stocks would be 
financed substantially from the banking system. The outlays 
for the current year and for 1968-69 are not strictly comparable. 

The document also states that in the selection of projects or 
programmes for inclusion in the Annual Plan 1969-70, due weight 
had been given to prior commitments and spill-over expenditure 
from the previous year. Importance had been given to program¬ 
mes designed to secure fuller utilisation of capacity already 
created. Some new projects and programmes had been included 
to ensure continuity of future development. Finally, in design¬ 
ing some of the programmes and determining the allocation of 
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new projccis and programme, consideration had been given to the 
need for wider dispersal of benefits. 

The plan outlay of the states and union territories for 1969-70 
totalled Rs 998 crores. Including the outlay on centrally spon¬ 
sored schemes (which in pursuance of the decision of the Na¬ 
tional Development Council would now be wholly financed by the 
Government of India) the outlay in the states and union territories 
would form about four t>er cent of the total plan outlay for 1969- 
70. The quantum of central assistance of Rs 615 crores to each 
stale had been been worked out on the basis of the criteria evolved 
by the National Development Council. The outlay for various 
states and union territories as approved by the Planning Com¬ 
mission after consultation with the respective slate governments 
and administrations of union territories, along with central assis¬ 
tance (within brackets) were as follows (in lakhs of rupees) : 
Andhra Pradesh 6200, (4290) : Assam 3420 (3310) ; Bihar 6360, 
(6040) ; Gujarat 7500, (2820) ; Haryana 2320, (1400) ; Jammu & 
Kashmir 2350, (2350) ; Kerala 3240, (3110) ; Madhya Pradesh 
4913, (4670) ; Maharashtra 11500, (4380) ; Mysore 5090, (3060) ; 
Nagaland (>(X)(600); Orissa 3220 (2840); Punjab 4493 (1970); 

Rajasthan 4300, (3890) ; Tamil Nadu 7200, (3600) : Uttar Pradesh 
16000, (9400) ; West Bengal 4315, (39.50). Total 93201. (61500). 

The Plan outlay for union territories for 1969-70 was (in lakhs 
of rupees): Andaman and Nicobar Islands 181.69, Chandi¬ 
garh 159.(K), Dadra and Nagar Havcii 40.67, Delhi 2340.32, 
Goa, Daman and Din 668.84, Himachal Pradesh 1550.00, Lac¬ 
cadive, Amindivi and Minicoy Islands 40.08, Manipur 472.00, 
NEFA 372.9.3, Pondicherry 237.00 and Tripura 500.00. 

The outlay for 1969-70 and outlay and expenditure for 1968-69 
by principal heads of development arc given below ; 


(Rs crores) 



Annual plan 1968-69 

Annual 

Head of development 


- - -- 

plan 


Outlay 

Estimated 

1969-70 



expenditure 

outlay 

Agriculture and allied progra- 

inmcs * . 

470.8 

455.85 

332.2 

Irrigation and flood control 

155.9 

163.2 

155.6 

Power 

341.7 

389.2 

367.1 

Industry and minerals .. 

539.7 

494.9 

579.6 

Village and small industries 

42.4 

44.4 

38.5 

Tran.sport and communications 

428.0 

428.5 

447,7 

Education . 

125.3 

129 1 

96.8 

Scientific research 

22.0 

20.1 

21.6 

Health . 

53.1 

55.0 

55.3 

Family planning 

.37.0 

33.4 

41.9 

Water supply and sanitation .. 

35.9 

38.2 

45.7 

Housing and urban development 

23.5 

22.0 

24.1 

Welfare of backward cla.sscs .. 

20.9 

25.9 

19.3 

Social welfare 

4.7 

4.7 

4.4 

Labour welfare and craftsmen 
training . 

13.7 

13.3 

6.3 

Other programmes 

41.8 

42.8 

34.4 

Total . 

2,356.4 

2,360.5 

2,270.5 


•Includes buffer stocks 


The distribution of outlay for centre, states and union terri* 
torics is given below : 


DISTRIBUTION OF OUTLAY 

(Rs crores) 



Annual plan 1968-69 

Annual 

plan 

1^69-70 

Outlay 

Fstimated 

expenditure 

Outlay 

Centre . 

1,207.7 

1 , 111.8 

1,173.9 

Centrally sponsored schemes .. 

112.0 

118.5 

99.0 

States . 

971.3 

1,058.9 

932.0 

Union territories 

65.4 

71.3 

65.6 

Total . 

2,356.4 

2,360.5 

2,270.5 

The outlay for 1969-70 by 

heads of 

development are as 


follows :— 


OUTLAY BY MAJOR HE.ADS OF DEVELOPMENT * 1969-70 

(Rs lakhs) 


Head of development 

Centre 

Central¬ 
ly spon¬ 
sored 

States 

Union 

territo- 

torics 

Total 

Agriculture and all¬ 
ied programmes 

9,673 

1,417 

20,968 

1,158 

33,216 

Irrigation and power 

4,735 

300 

45,509 

1,723 

52,267 

Industry and minerals 

56,891 

122 

4,593 

203 

61,809 

Transport and com- 
miinica lions 

36,629 

426 

6,206 

1,504 

44,765 

Sociah-^rvices 

7,941 

7,615 

14,223 

1,774 

31,553 

Other programmes 

1.515 

20 

1,702 

200 

.3,437 


Tlic synoptic view' of the anticipated physical achievements 
and targets set for 1969-70 along with the achievements during the 
previous two years is given below ; 


SELECTED PHYSICAL TARGETS AND ACHIEVEMENTS 


Item 

(!) 

LI hits 

( 2 ) 

1967-68 

Actuals 

( 2 ) 

1968-69 

Estima¬ 

ted 

(4) 

1969-70 

Antici¬ 

pated 

(5) 

Agriculture and allied 
programmes 





Foodgrains 

Million 

Tonnes 

95.6 

96,0 

101.0 

Oilseeds .. 

Tonnes 

8.2 

6.9 

3.5 

Sugarcane (Gur) 

Tonnes 

1().0 

12.0 

12.5 

Cotton. 

Million 

bales 

5.6 

5.3 

6.0 

Jute . 

Million 

bales 

6.4 

3.1 

6.4 

High-yielding varieties 
programme 

Million 

hectares 

6.0 

8.5 

10.9 

Multiple cropping 

Million 

hectares 

3.7 

6.1 

7.9 

Minor irrigation (addl.) 

Consumption of chemi¬ 
cal fertilisers 

Million 

hectares 

1.2 

1.5 

*r> 

1.4 

(a) Nitrogenous (in 
terms of N) 

Thousand 

tonnes 

1040 

1210 

1700 

( 6 ) Phosphatic (in terms 
ofP. 05 ) 

Thousand 

tonnes 

340 


600 

(r) Potassic (in terms of 
(K.O) 

Thousand 

tonnes 

170 

170 

300 
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1 

2 

3 

4 

5 

Irrigation {major and medium) 




Potential (gross)* 

Million 

hectares 

8.1 

9.0 

9.8 

Utilisation (gross)* 

Million 

hectares 

6.7 

7.4 

8.0 

Power 





Installed capacity 

Million Kw 13.1 

14.2 

15.9 

Pump sets energised .. 

Thousands 

801 

1069 

1181 

Industry and minerals 
Steel ingots 

Million 

tonnes 

6.3 

6.4 

7.5 

Aluminium 

Thousand 

tonnes 

96.3 

119.0 

145.0 

Copper. 

Thousand 

tonnes 

8.9 

9.2 

9.5 

Zinc . 

Thousand 

tonnes 

3.0 

24.4 

32.0 

Agricultural tractors 

Thousand 

numbers 

11.4 

15.4 

20.0 

Thermal-generators and 

Thousand 

9 

40 

80 

turbines 

Kw 




Hydro-generators and 

Thousand 

5 

10 

25 

turbines 

Kw 




Nitrogenous fertilisers (in 

Thousand 

366.8 

542.5 

900.0 

terms of N) 

tonnes 




Phosphatic fertilisers (in 

Thousand 

190.4 

210.2 

340.0 

terms of P|Ob) 

tonnes 




Sulphuric acid .. 

Thousand 

tonnes 

912.9 

1020.0 

1200.0 

Production of crude 

Million 

5.8 

5,9 

7.3 

petroleum 

tonnes 




Refined capacity in terms 

Million 

14.4 

16.1 

18.0 

of crude throughput 

, tonnes 




Machine tools .. 

Rs million 

235 

210 

325 

Commercial vehicles ,. 

Thousand 

Nos. 

31.0 

36.0 

40.0 

Cement. 

Million 

tonnes 

11.5 

12.2 

13.5 

Cotton cloth (mill, sector) 

Million 

metres 

4257 

4313.7 

4500.0 

Sugar . 

Thousand 

tonnes 

2248.0 

3300.0 

3700.0 

Village and small industries 
Production of handloom, 





powerloom and khadi 

Million 

3260 

3400 

3500 

cloth) 

metres 




Raw silk 

Thousand 

kgs. 

2230 

2350 

2400 

Transport and communications 




Railways : traffic origi- 

Mill, tonnes 

196.6 

205.0 

214.0 

ginating 

Major ports : traffic 

Million 

55.7 

55.0 

59.0 

handled 

tonnes 




Education 





Additional enrolment in classes ; 




1-V. 

Thousands 

2160 

2290 

2170 

vi-vrii 

Thousands 

860 

1010 

940 

IX-XI 

Thousands 

460 

500 

530 

Health 

Hospital beds .. 

Nos. 

250200 

255700 : 

261200 

Doctors practising 

Nos. 

96000 

102520 

109700 

*CumuJativc from the plan schemes only 


In conformity with the pattern laid down in the drall fburth flve^ 
year Plan. It had drawn on recent experiences which focussed 
attention on the urgency of augmenting resources for develop-^ 
ment by raising the rate of domestic savings. This was necessary 
if tire tempo of investment was to be accelerated without genera* 
ting inflationary pressures or leaning too heavily on external 
assistance. 

The estimates arrived at, it is stated, were not only based on 
the analysis of data indicating recent trends but also assumed that 
the programmes and policies outlined in the current Plan would 
be effectively implemented, the stipulated growth in real income 
attained, and stability of prices maintained. 

The scheme of financing the Plan outlay in the public sector 
for [969-70, totalling Rs 2271 crores, was as follows : 

FINANCING OF PLAN OUTLAY 
(Public sector only) 

(Rs. erpres) 


Centre States Total 


Budgetary resources other than nego¬ 
tiated loan; from LIC and state en- 


terprises : market borrowings .. 
Loans from LIC and state enterprises’ 

861 

130 

991 

market borrowings (gross) .. 

Total domestic budgetary resources at 
1968-69 rates of taxes, fares, freights. 


65 

65 

tariff's, etc. 

Budgetary receipts corresponding to 

861 

195 

1056 

external assistance (net) 

713 

— 

713 

Additional resource mobilisation 

126 

122 

248 

Deficit financing 

254 

— 

254 

Aggregate resources. 

1954 

317 

2271 

Assistance for state Plans 

-‘-615 

615 

— 

Net resources ^Plan outlay) .. 

1339 

932 

2271 


Thc Annual Plan document has pointed out that the states* 
estimates were based on the discussions held with state govern¬ 
ments during September, 1968-January, 1969. It is further sta¬ 
ted that at 1968-69 rates of taxes, fares, freights, electricity charges 
etc., the central and stale governments’ total domestic budgetary 
resources for 1969-70 were estimated at Rs 1056 crores. Besides^ 
it was estimated that another Rs 248 crores would be raised 
through additional resource mobilisation. The aggregate domes¬ 
tic budgetary resources of the central and state governments were 
thus estimated at Rs 1304 crores, or 57.4 per cent of the total 
Plan outlay. Net budgetary receipts corresponding to external 
assistance were estimated at Rs 713 crores, or 31.4 per cent of the 
Plan outlay. 

The balance of Plan amounting to Rs 254 crores. or 11,2 per 
cent of the total, was to be met by deficit financing. 

The central assistance allocated for state plans for the current 
year was Rs 615 crores, about the same as the expected disburse¬ 
ment in the previous year. 


The Annual Plan for 1969-70 has pointed out that the scheme 
of financing for the current year's development programmes was 


The state governments had budgeted for a total plan outlay 
of Rs 1008 crores in 1969-70. This showed an increase of Rs 76 
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crores over the outlay approved by the Planning Commission. 
Central assistance for state plans taken credit for in the state bud¬ 
gets was R$ 644 crores, or Rs 29 crores more than that allocated 
by the Commission. The states’ budgetary resources for the Plan 
were placed at Rs 240 crores. The scheme of plan financing in¬ 
corporated in the state budgets thus showed a deficit of Rs 124 
crores. With non-plan deficits in certain states estimated at 
another Rs 213 crores, the state budgets showed a total deficit of 
Rs 337 crores for 1969-70. It is proposed to make a reassessment 
of states' resources for 1969-70 as well as the fourth plan period in 
the light of the government’s decisions on the final report of the 
Fifth Finance Commission. 

Measures announced in the central budget for 1969-70 for rai¬ 
sing additional resources were originally expected to yield Rs 
156.7 crores. Allowing for the cost of concession subsequently 
granted, the total yield in 1969-70 from the measures adopted by 
the centre was now estimated at about Rs 152 crores. Of this, 
about Rs 26 crores represented states’ share while the balance 
of Rs 126 crores would accrue to the centre. 

As regards states, the scheme of financing for the Annual 
Plan for 1969-70 envisages additional resource mobilisation of 
Rs 122 crores by them. The measures announced by the state 
governments so far were, however, expected to yield ^in 1969-70 
about Rs 37 crores only. 

Some state governments were still considering the question 
of additional resource mobilisation and some further action in 
this sphere might be expected later. 

External Assistance 

The net budgetary receipts corresponding to external assistance 
estimated for 1969-70 at about Rs 713 crores, after allowing for a 
repayment of Rs 208 crores but not allowing for interest payment 
which has been taken into account in calculating the balance from 
current revenues. 

Net receipts from aid under PL-480 for import of foodgrains 
and other commodities were estimated at Rs 232 crores and 
those from other external assistance at Rs 481 crores. 

The plan document points out that constraint on supplies due 
to bad weather conditions had inhibited exports in 1966-67 io 
spite of the stimulus from devaluation. After the removal of 
this constraint exports picked up during 1967-68. The further 
drive for export promotion and the stimulus provided by the 
enlarged export incentives accelerated the growth of exports dur¬ 
ing 1968-69. 

Exports in the year totalled Rs 1360 crores. This represented 
an increase of 13.5 per cent as compared to 1967-68 and 5.8 per 
cent over the level of exports in the earlier peak year of 1964-65. 
Non-traditional items accounted for 60 per cent of the total in¬ 
crease in exports. The main items which registered increases were 
engineering goods, iron and steel, handicrafts, chemical and allied 
products, paper and paper boards, pearls and precious stones. 
Export performance of some of these items, particularly Iron 
ore, engineering products, chemical and allied products were 
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to tf<md hirther increases in t969-70 in view of the 


orders already secured or in the final phase of negotiations. 

In addition, there should be some improvement in exports 
of tea, jute manufactures and mica under the stimulus of reduc¬ 
tion in export duties announced in the budget. Improvements 
in ports and berthing facilities and in supply of trawlers should 
strengthen the upward trend in the export of iron ore and fisli 
and fish products. Exports of cotton piecegoods might also 
expand because of the larger quota in the European Common 
Market. AU in all, export earnings were expected to increase 
from u level of Rs 1360 crorcs in 1968-69 to about Rs 1450 crorcs 
in 1960-70 —an overall increase of about seven per cent. 

The value of imports amounted to Rs 1852 crorc; in 1968-69. 
Allowing for the likely reduction in foodgrain import due to large r 
domestic supplies and a growth of about five per cent in maintc- 


if9 

nance imports in response to the revival of industrial productiop^ 
total import requirements during the year 1969-70 would hei 
around Rs 1900 crores. 

A trade deficit of the order of Rs 450 crores was thus esti¬ 
mated for 1969-70. Taking into account the net outflow on ac¬ 
count of invisibles, repayments to the International Monetary 
Fund and service charges on externa] debt, the total payments 
deficit for 1969-70 is estimated at about Rs 990 crorcs. 

Indications were that on the basis of the programmes and 
projects incorporated in the Annual Plan for 1969-70, a gross as¬ 
sistance of an equivalent order—Rs 990 crores—including food 
aid as well as project and maintenance aid for the public and pri¬ 
vate sectors would be forthcoming. With a gross aid of this mag¬ 
nitude, or about Rs 600 crorcs of foreign aid, net of payment of 
principal and interest, the external account would be in balance 
in 1969-70. 


Indian Economy : Performance in 1967-68 


A detailed appraisal of performance of the economy in 1967-68 
has indicated that the strains under which it had operated since 
the end of the third five-year Plan, continued till about the middle 
of the year,’but the latter half marked a turning point in the course 
of the economy. The average index for agricultural production 
as a whole recorded a rise of 22.6 per cent to 161.8 in 1967-68 
from 132.0 in 1966-67. The rale of growth of industrial produc¬ 
tion was, however, 0.5 per cent only, as compared to 0.2 per 
cent in 1966-67. This was considered significant in as much as 
the declining trend in thp annual rale of growth of industrial 
production, observed since 1964-65, was reversed. Tlic national 
income in real terms was higher by 8.9 per cent during 1967-68, 
in contrast to a decline of 5.6 per cent in 1965-66 and a marginal 
increase of 0.9 per cent in 1966-67. These observations are made 
in the Annual Plan Progress Report, 1967-68, prepared by the 
Planning Commission, which was presented to Parliament on 
August 29, 1969. 

PLAN OUTLAY & EXPENDITURE 

The document has stated that the total outlay for 1967-68 
was originally fixed at Rs 2246 crorcs, which was slightly in excess 
of the anticipated plan expenditure of Rs 2221 crores in 1966-67. 
Subsequently, the figure was revised to Rs 2240 crorcs, as a result 
of adjustments in the outlays of certain states and union terri¬ 
tories. 

The distribution of plan expenditure of the order of Rs 2090 
crores as between the centre, states and union territories was 
Rs 1030 crorcs for the centre, Rs 1022 crorcs for states and Rs 58 
crorcs for union territories. 

Plan expenditure had declined from a level of Rs 2329 crorcs 
in 1965-66, the last year of the third Plan, to Rs 2165 crorcs by 
7.0 per cent in 1966-67. The year under review witnessed a fur¬ 
ther decline of 3.5 per cent in the actual plan expenditure. 

As in 1966-67, the major part of the outlay proposed for the 
year under review was in respect of continuing schemes, in parti¬ 


cular, .schemes w-hich could be quickly completed and/of those 
seeking to utilise capacities already created. The selection of pro¬ 
jects and programmes continued to be governed in genenil by the 
criteria of export promotion and import substitution. Highest 
priority continued to be given (o agricultural production and 
related programmes, and in the field of social services to family 
planning programme. The plan for 1967-68 also sought to pro¬ 
vide for expansion of infrastructure facilities like pow'cr and trans¬ 
port and communications. In industry and mining sector, provi¬ 
sion was made for consolidation of the industrial base and some 
expansion. 

The distribution of total plan expenditure by major heads 
in 1967-68 (in percentage terms) was agricultural programmes 
11.87; community development and co-operation 3.34; major and 
medium irrigation (including flood control) 6.92; power 18.74; 
industry and mining 22.60; village and small industries 2.10; 
transport and communications 18.83; social services 14.10; and 
other programmes 1.50. 

FINANCING THE PLAN 

With regard to financing of the plan the Progress Report has 
stated that the domestic budgetary resources of central and state 
governments in 1967-68 added up to about Rs 896 crores, or 42.9 
per cent of the total plan outlay in that year. Budgetary receipts 
corresponding to external assistance amounted to Rs 970 crores 
or 46.4 per cent of the plan outlay. The balance of the plan 
outlay amounting to Rs 224 crorcs, or 10.7 percent of the total, 
was met by deficit financing. 

The measures adopted by the centre and the states in 1966-67 
for raising additional resources yielded about Rs 167 crorcs in 
1967-68. 

Further measures announced by the central government and 
railways in 1967-68 were expected, at the time of the formulation 
of the Annual Plan for that year, to yield a total amount of about 
Rs 125 crores in 1967-68 and Rs 151 crores in a full year. The 
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net addftiomii resource mobilisation by the states in 1967-68 was 
R^‘22.6 crores and in 1968-69 Rs 42.6 crones. 

Central assistance originally allocated for state plans in 
1967-68 was Rs 590 crores. With the subsequent additions, the 
total allocation increased to Rs 595 crores. As against this, the 
actual disbursement of central assistance in 1967-68 amounted to 
about Rs 580 crores, representing a shortfall of Rs 15 crores. 
This is attributable mainly to a shortfall in actual expenditure 
under some of the state plans, particularly on agricultural pro¬ 
grammes, for which the assistance was earmarked. The central 
also made available in J967-68 ad hoc loans amounting to Rs 118 
crores to stale governments towards the clearance of their over¬ 
drafts with the Reserve Bank. 

The document points out that good weather conditions in 
almost all parts of the country, coupled with a marked improve¬ 
ment in wheat output under high-yielding varieties programme, 
raised foodgrains production Co a new peak. Substantia] increa¬ 
ses were also registered in the production of commercial crops. 

A moderate revival in industrial production started during the 
later part of the year. The declining trend in the rate of growth 
of industrial production observed during the first three quarters 
of the year was arrested with the revival in the output of industries 
based on agticulturc. In the last quarter, the overall rate of 
growth worked out to a positive figure of 5.8 per cent, as against 
negative figures for the preceding three quarters. 

While those industries which produced inputs for agriculture 
maintained the growth in their output, says the document a 
revival in the production of agriculture-based industries also set in 
with better availability of raw materials from the new crop. 
Industries producing some consumer durables also showed signs 
of recovery but capital goods industry continued to be depressed. 
The declining trend in the rate of growth in industrial production 
observed after 1964-65 was arrested and the rate of growth in 
1967-68 was marginally higher than in 1966-67. 

Pressure on Prices 

Referring to prices, the Progress Report has stated that the 
upward pressure on prices continued up to the middle of October 
1967. This was, however, partially offset by fall in prices after the 
arrival of the new kharif harvest. Prices of rabi foodgrains re¬ 
mained easy during the last quarter of the year in anticipation of a 
bumper harvest. As a result, wholesale prices recorded a smaller 
rise as compared to the preceding year. With better availability 
exports of agricultural and agriculture-based industrial products 
also picked up, while non-traditional exports made further pro¬ 
gress under the stimulus of more intensive promotional efforts. 

Imports, on the other hand, registered a further fall due to the 
continued recession in some industries and further progress in 
import substitution. As a consequence, the payments situation 
became somewhat easier in contrast to the difficult situation in 
earlier months. The rate of growth of national income was 
substantially higher but the rate of domestic savings registered a 
further fall. The rate of investment in the economy slowed down. 

AGRICULTURAL PRODUCTION 

Reviewing the progress of agriculture in 1967-68, the document 
says, that rainfall was timely, adequate and well distributed in 
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almost all parts of the country* The pJanned prograroiiie for 
intensive cultivation under the new strategy of agricultural produc¬ 
tion progressed satisfactorily. About six million hectares were 
covered under the high-yielding variety programme, as against 
1.89 million hectares during the preceding agricultural year. 
About 3.64 million hectares were brought under multiple crop¬ 
ping. The area under irrigation increased by two million hectar¬ 
es. 

Larger imports and an increase in domestic production enabled 
ihc use of nitrogenous fertilisers to be increased by 23 per cent and 
phosphatic fertilisers by 34 per cent over the level reached in the 
preceding year. In terms of nutrients, domestic output of nitro¬ 
genous fertilizers went up from 307,900 tonnes (N) in 1966-67 to 
366,800 tonnes (N) in 1967-68 and that of phosphatic fertilisers 
from 144,900 tonnes (PgOa) to 190,400 tonnes (P*Oa). Import 
of nitrogenous fertilisers increased from 630,000 tonnes in 1966-67 
to 868,000 tonnes in 1967-68 and of phosphatic fertilisers from 
150,000 tonnes to 349,000 tonnes. The area under plant protec¬ 
tion also increased by 48.6 per cent. 

Co-operative Credit 

Referring to credit facilities, it is slated that disbursement of 
short and medium-term credit through co-operatives increased to 
Rs 405 crores from Rs 366 crores in 1966-67 and Rs 342 crores in 
1965-66. Long-term loans from land mortgage banks rose to 
Rs 83 crores in 1967-68 from around Rs 58 crores in each of the 
preceding two years. Farmers’ investment in tractors, pumps and 
other improved agricultural appliances registered substantial! 
increases. There was a marked improvement in their keenness 
to adopt improved methods of farming. 

All this led to substantial improvement in agricultural produc¬ 
tion. Output of foodgrains rose to 95.6 million tonnes and was 

28.8 per cent higher than the previous year’s output of 74.2 million 
tonnes. It surpassed by 7.4 per cent the previous record of 89 
million tonnes reached in 1964-65. The output of major food- 
grains and commercial crops during 1964-65,1966-67 and 1967-68 
was respectively as follows : (Units-million)—foodgrains 89.0, 
74.2, 95.6; rice 39.0, 30.4, 37.9; wheat 12,3, 11.4, 16.6; oil¬ 
seeds 8.5, 6.4, 8.2; sugarcane (gur) 12.0, 9.5, 10.0; cotton (Unit- 
million bales) 5.7, 5.0, 5.6 and jute and mesta 7.6, 6.6, and 7.5. 

The index for foodgrains production rose by 29.1 per cent from 

123.8 in 1966-67 to 159.9 in 1967-68, while for non-foodgrains 
production it registered a rise of 11.6 per cent from 148.5 to 165.7. 

INDUSTRIAL RECOVERY 

The Progress Report, 1967-68 has pointed out that, as in 1966- 
67, the main emphasis in the industrial programme for 1967-68 
was on implementation of projects in hand, in accordance with the 
approved schedules of construction. The new projects which were 
to be taken up during 1967-68 were the three new fertiliser 
projects, namely, Barauni and expansion of Trombay and 
Namrup, the aromatic project in Gujarat, thq^second cable 
project and the Haldia refinery. 

In addition, token provisions were made for a fabrication shop 
for Fenilisers and Chemicals, Travancore (FACT), agricultural 
tractors project, pumps and compressors project and for a news* 



StiJtorab# ti; EASTERN BOONOMIST : ^ 


print paper project. Additions to capacity vvere expected from 

, I",' ■„,; 

|.,. More important of these were the completion of the first stage 
expansion of Bhilai, Rourkela and Durgapur; conversion scheme 
pf Mysore Iron and Steel Company to manufaciiirc alloy steel and 
Attaining of three million tonne stage throughput capacity of 
iCoyali and Barauni /rplincries as well as commissioning of the 
](>urgapur Alloy Steel Plant and the Gorakhpur and Nanirup 
fertiliser projects. 

; The increase in industrial production was to result from the 
iiomplction of these projects and, more importantly, from better 
utilisation of capacities in public and private sector industries. 
Improved capacity utilisation was particularly expected in cement, 
Steel, alloy .steel, aluminium, 7inc, fertilisers, pesticides, agricul¬ 
tural tractors, electrical machinery, motor cars, mcilor cycles and 
itcooters. 

• The progress in impidmenlation of the industria I programme for 
1967-68 has indicated that preliminaries for starting construction 
of Namrup U and Barauni Fertiliser projects \\ere completed. In 
the public sector, major projects completed or commissioned dur¬ 
ing the year were Gorakhpur Fertilisers, Udaipur Zinc Smelter, 
Rishikesh Antibiotics, Hyderabad Synthetic Drugs, Hoshangahad 
Security Paper mill and Cochin Refinery. The Koyali refinery 
attained the three million tonnes capacity. In the case of Barauni 
refnery, the full throughput capacity could not be achieved on 
account of difficulties in the coking unit. Bailadila iron ore 
mine No. 14 was developed. Construction of the high pressure 
boiler plant at 1 iruchi afid the high power equipment plant, as also 
the switch gear unit at Hyderabad, was almost completed. 
Considerable progress was made in the construction of fertiliser 
projects at Madras, Namrup, Durgapur and C'bchin. Construc¬ 
tion work started on Bokaro steel project. 

Private Sector Plant 

In the private sector, the naphtha cracker plant of the National 
Organic C’hemicals Industries was commissioned. Baroda and 
Visakhapatnam fertilisers went into production. The construc¬ 
tion work on the expansion of Ennore Fertiliser was completed. 
Construction of Kota Fertiliser project was in progress while 
arrangements were finalised and construction started on Kanpur 
Fertiliser Proicct. 

The document slates that the Annual Plan for 1967-68 antici¬ 
pated an upward pressure t>n prices to continue during the lean 
months. The need for containing this pressure through a better 
balance between increases in money supply and real output and an 
effleient system of food management was stressed. Significant 
progress was made in both these aspects. 

Food management was also geared to tempering rise in prices 
during lean months. As much as 13.7 million tonnes of food- 
grains were distributed througli public distribution channels of 
ration and fair price shops. In the proce.ss, the entire imports 
of 8.7 million tonnes and dontestically procured foodgrains of 
4.5 million tonnes were used up, and a marginal reduction of 0.5 
million tonnes was made in the stocks of foodgrains with public 
aitthnrities. Hulk of this operation was undertaken during the 
scwOri of J967 mainly to avert famine or scarcity conditions in 


areas of severe drought, particularly eastern Uttai* Pradesht 
Madhya Pradesh and Bihar. 

Despite these cfTorts, the upward pre.ssure on prices during 
these months continued. For the year as a whole, the^average 
index of wholesale pi ice registered a rise of 11 per cent and the 
whole of this rise was caused by the increase in agticultural prices* 
particularly, foodgrains. sugar and cotton which were In short 
supply. This rise, though smaller than in the preceding year, was 
quite substantial and a matter of serious concern as it was on top 
of a 16 per cent rise already registered in 1966-67. 

EXPORTS & IMPORTS 

The strain on balance of payments continued during the year 
1967-68. But for the year as a whole, the payments position 
turned out to be much better than in the the preceding year. 

A smaller trade deficit mainly accounted for the distinctly 
better payments situation in 1967-68. On the basis of castoms 
data, trade deficit amounted to Rs 809 ctorcs in 1967-68, as corn- 
paced to Rs 921 crores in 1966-67. Increase in exports and decline 
in imports both contributed to this improvement. Exports rose by 
Rs 42 crorcs to Rs 1199 crores in 1967-68 in contrast to a fall of 
Rs 112 croro.s to Rs 1157 crores in 1966-67. Tlrerc was thus a 
growth of four per cent in exports during 1967-68 as against a dec¬ 
line of nine per cent in the previous year. Imports, on the other 
hand, registered a further AtII of Rs 70 crores to Rs 2008 crores in 
1967-68 in continuation of a Aill of Ks 140 crores to Rs 2078 
crores in 1966-67. 

The increase in domestic output led to a fall of 20 per cent in 
the value of imports of foodgrains. Raw- Jute imports also re¬ 
gistered a sharp fall in value from Rs 21 crores in 1966-67 to Rs 
2 crorcs in 1967-68. Among capital goods, the value of imports 
of electrical and non-elecirical nwchincry as also their compo¬ 
nents and spares declined by 18 per cent. The sluggish investment 
activity and substitution of imports of certain items by domesti¬ 
cally produced machinery and parts accounted for this decline. 
The fall in the imports of these items was, how^cver, partially made 
up by the incrcitses in imports of transport equipment and industrial 
inputs. The value of impe^rts of transport equipment increased 
by 23 per ceni and of industrial raw materials and intermediate 
by 17 per cent. 

EXTERNAL AID 

Fresh authorisation of non-PL 480 external assistance (inclusive 
of debt relief) amounted to Rs 489 crorcs in 1967-68, as compared 
to Rs 1148 crorcs in the previous year. PL 480 assistance from the 
USA was also lower during 1967-68 and amounted to Rs 243 
crores as against Rs 307 crorcs in 1966-67. 

Debt .servicing (payment of interest and principal) based on 
balance of payments data amounted to Rs 354 crores. Net aid 
utilisation worked out to Rs 836 crores in 1967-68, as against 
Rs 761 crores in 1966-67. 

domestic savings and INVESTMENT 

An analysis of the rale of net domestic savings in the economy 
showed that it further declined from 8.2 per cent in 1966-67 to, 
7.8 per cent during 1967-68, the fall being wholly in the rate qf 
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public savings, which declined from 1.8 per cent in 1966-67 to 

1.3 per cent in 1967-68. 

This was due to increase in current expenditures 
of central and state governments on drought relief, dearness 
allowance to government employees and government purchases of 
commodities at higher prices without corresponding increase in 
revenues. The rate of private savings, on the other hand, increased 
marginally from 6.4 per cent in 1966-67 to 6.5 per cent in 1967-68. 

Externa! assistance, net of debt repayment, though larger in 
absolute amount, formed only 3.5 per cent of national income in 
1967-68 as compared to 3.6 per cent in 1966-67. 

The rate of investment in the economy further slackened to 

11.3 per cent in 1967-68 from 11.8 per cent in the preceding year. 
Here too. the dtxlinc was mainly in the rate of public investment 
which went down from 7.9 per cent in 1966-67 to 6.4 per cent m 
1967-68, due to fall in both public savings as well as draft on pri¬ 
vate savings made by the central and state governments through 
the various forms of borrowings. The rate of private investment, 
on the contrary, registered an improvement from 3.9 per cent in 
1966-67 to 4.9 per cent in 1967-68 mainly arising from replenish- 
ment of food stocks and inventory accumulation in certain 
industries. 


CRBIATION OF ESSENTIAT. OVERHEADS 

Pointing out that the various overheads like power, transport, 
communications etc. were directly linked with progress in the 
field of industry, mining and agriculture, the progress report has 
stated that in 1967-68, additional generating capacity of 1.76 
million Kw was created, taking the aggregate installed capacity in 
the country to 13.13 million Kw. However, achievements of plan 
target fell short by 0.3 million Kw. largely due to delays in com- 
mis.sioning of some projects. 

There was substantial progress in rural electrification. In the 
development of transport, and communications, there was. by and 
large, all round progres.s. except in the case of railways where be¬ 
cause of low tempo of economic activity in the previous year, the 
programme had to be reshaped to meet the declining demand 
for railway transport facilities. 

While the economy showed signs of recovery during the 
latter half of the year, the employment situation remained more or 
less static particularly in the organised sector. According to data 
available from employment market information, there was some 
improvement in the employment under services, trade and com¬ 
merce, electricity, gas. water and sanitation services, but the gam 
was more or less offset by decline in the number employed in 
mining and qua rrying, and construction. Besides fresh job oppor¬ 
tunities generated in the economy as a result of various normal 
developmental activities, some employment was created by relief 
works undertaken during the first haif of ^967-68. specially in those 
states which were affected by drought. 

The total employment provided by relief works in differrat 
states during 1967-68 was roughly estimated at about 376 million 
man-Joys. 
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AN OPEN LEHER TO 

A MINISTER’S CONSCIENCE 


Dear Mr Fakhruddin Ali Ahmed, 

A governmenl may persuade either by performance or by propaganda. 
For some time now the governmenl of which you arc an important member seems 
to have chosen to rely very much on propaganda in its dealings with the public. 
The propaganda war which the Ministry of industrial Development and Com¬ 
pany Affairs, over which you arc privileged to preside, has made it its normal 
means of doing business with the automobile industry is, therefore, quite consistent 
with the general conduct of the central government these days. 

This consistency, however, seems to be the only virtue of the stand taken by 
your ministry vis-a-vis the decision of the manufacturers of Fiat cars to increase 
the price of the vehicle, followed by the decision of the manufacturers of Standard 
Herald cars to raise theirs. Your ministry has been repeatedly employing the ad¬ 
jective '‘unilaterally” in a pejorative sense to describe this act of the automobile 
manufacturers. The intention obviously is to mislead the public into believing 
that the auto-makers concerned have violated some law or the other, unwritten 
if not written, and have thereby become guilty of an act which, even if not illegal, 
may be quite improper. 
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CHAIRMAN'S STATEMENT . 
The Indian Iron and Steel Co. 
Ltd. 

Unit Trust of India. 

RECORDS AND STATISTICS .. 
Import Substitution, 

ANNUAL SUBSCRIPTION 
INLAND : Rs. 85.00 
FOREIGN : £7-0-0 or 117^ 
Airmail & Advertisement Rates 
on Enquir>'. 

BECISTERED OFFICE : 

UCO Bank Building, P. Box 34, 
Parliament Street .New Delhi-1 


You, of all persons, should have been the last, however, to have countenanced 
j the cliarge of “unilateralism”. Public memory may be short, but it cannot be so 
‘ short as to have forgotten the drama played on the eve of the presidential election 
only a few weeks ago. You, of course, were one of the central characters of that 
drama and 1 would like to remind you that, on that occasion, you were promi¬ 
nently among certain lionouniblc men of the central government who claimed the 
right to opt out of their party's plighted word to its oflicial candidate. It is true 
that you demanded of the Congress party's president that he should agree to free 
voting, but he refused to oblige you and even then you went your way and voted 
against your party's official candidate. If this was not “unilateralism”, may 
] know what is? 


In any case, w liat the auto-makers have done cannot, honestly, be described 
I as “unilalcral” in anv deprecatory sense. As you know only too well, the informal 
agreement on prices snbsisling between your ministry and the automobile industry, 
carried no legal or moral obligations which may be said to have been violated by the 
rev ision of prices recently effected by the two auto-makers. The industry's commit¬ 
ment is strictly limited to its consulting with your ministry on such increases in 
prices as may be necessitated by increases in manufacturing costs or other factors. 

' You cannot deny that, on the present occasion, the industry has, so to say, over¬ 
fulfilled this obligation. Not only was due notice given to the government of its 
intention to raise car prices, but the industi^ has been wailing for a very long time 
' indeed for your minisiry to address itself to this matter and react constructively. 

The auto-makers, unfortunately, were forced to wait in vain, and that too indefi- 
j nircly. 

You are aware, no doubt, of the unenviable reputation you have acquired for 
;! silling on Jlles or even going to sleep on them. In this case you have verily done 
a Rip Van Winkle and let the issue drag on and on. The only excuse you may have 
is perhaps the excuse of precedent. It is true that, on a previous occasion, 

;i although a demand for a tariff inquiry was made by the manufacturers in 1951, 

I that demand was conceded actually by the governmenl only in 1957. You may 
no doubt, argue that \ou have remained true to the official record in these matters. 
This, of course, is not a good enough justification. The dilatoriness on the part 
i of the government, which was unreasonable in the ’fifties has become intolerable 
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in the ’sixties, thanks to the cumulative 
strains on the finances of the industry. 

Your ministry had not only been 
deliberately avoiding for years taking 
notice of the auton^obilc industry’s 
ease lor a revision of prices in the light 
of increasing costs, but had been post¬ 
poning taking action even on the re¬ 
commendations of the Tariff Com¬ 
mission to which the issue was referred 
eventually by the government with 
obvious ill grace. Although representa¬ 
tions have been made to your minis¬ 
try over and over again that auto¬ 
makers could not afford to go on pro¬ 
ducing at a loss, its only response had 
been that the industry would have to 
wait on the pleasure of the government 
and not eftect what was gratuitously 
described as a unilateral increase. 

It must be within the knowledge 
of your ministry that there arc no means 
open to the industry of compensating 
itself retrospectively for losses incurrec* 
on past production and that the delibe¬ 
rate delay in the government arriving 
at a decision on car prices would clearly 
amount to condemning auto-makers to 
irreparable Josses indefinitely. In these 
circumsUinces, there is bound to be 
suspicion of the bona fides of your 
ministry’s policy for the automobile 
industry. 

That you personally are full of preju¬ 
dices against this industry has been only 
too evident from your loaded observa¬ 
tions in Parliament or outside on its 
affairs. You have been seldom missing 
an opportunity to exploit grievances 
against the quality of the cars manu¬ 
factured in this country to evade your 
ministry’s rcspKDnsibility for dealing 
rationally with the basic problems of 
this industry or assisting it in correcting 
its deficiencies and improving its econo¬ 
mics and technical performance. 

On the contrary, you have made no 
secret of your purpose to take advantage 
of the defects of this industry to further 
your own pet “small car” project. No 
wonder, then, officially inspired reports 
have been appearing during the last 
few days about your ministry’s inten¬ 
tion of citing the increases in prices 
effected by the auto-makers last week 
as an additional argument in favour of a 
small car project in the public sector. 
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Now that Mr Morarji Desai, who had 
been stoutly opposing this project as an 
unwarranted diversion of investment 
resources, has been forced to quit the 
government, \ou are hopeful, no doubt, 
that you will have less difficulty in selling 
this project to the central cabinet, 
especially as certain very powerful 
mejuhers of this body arc only too- 
cager buyers. The Planning Commis¬ 
sion. it is true, has not so far been 


THb role of finance commissions in 
our Constitution must surely have been 
conceived by some starry-eyed optimist. 
To this august institution of our federal 
Constitution has been given the virtu¬ 
ally impossible task of recommending 
a devolution of revenues or transfer 
otherwise of resources from the centre 
to the states in such a way that, while 
the economically or administratively 
backward state governments are assisted 
in overcoming, in due course, their 
natural and man-made handicaps, 
others which may be better-situated are 
not penalised for the legitimate econo¬ 
mic advantages they enjoy or for their 
efficiency or thrift in managing or hus¬ 
banding their finances. We have had 
so far five finance commissions w'hich 
were charged with the carrying out of 
this assignment to the satisfaction, 
more or less, of everybody concerned. 
The success of their labours has been 
less conspicuous than their sincerity. 
The inherent contradictions of the obli¬ 
gations imposed on them were clearly 
more to blame than any limitations of 
competence or industry in the commis¬ 
sions themselves. 

The report of the fifth (and the latest) 
Finance Commission, which was sub¬ 
mitted recently, making recommenda¬ 
tions for the five financial years ending 
with 1973-74, is therefore entitled to 
have its work evaluated with some 
sympathy. This would remain true 
even if allowance were to be made for 
the fact that its assignment had been 
rendered a little less difficult by circum¬ 
stances for which the Commission itself 
could not take any credit. Thus, 
thanks to the inclusion, for the first 
time, of advance tax collections under 
the Income-Tax Act in the scheme of 
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thinking highly of the sanall car scheme; 
but this should not be an insuperable 
obstacle in your path since Mr D.R. 
Gadgil and Mr R. Venkataraman are 
clearly light weights politically. It is 
true that all people cannot be fooled all 
the lime. It is equally and sadly true, 
that some people can be fooled for 
some time — which, I imagine, is what 
makes life pleasurable and profitable for^ 
certain politicians. 

—EDITOR 


devolution and the growth ip the cen¬ 
tral government's revenues derived from 
taxes on income and central excise, 
which rose from an annual average of 
Rs 725 crores in the third Plan period 
to a figure of Rs 1,470 crores during 
tlic three years from J966-67, the state 
governments collectively will be receiv¬ 
ing, in terms of the fifth Finance Com¬ 
mission's recommendations, a sum 
substantially larger than what had 
accrued to them in pursuance of the 
proposals of the fourth Finance Com¬ 
mission. 

A total of Rs 4,266 crores will thus be 
transferred from the centre to the stales 
in the quinquennium ending 1973-74, 
marking an increase of about 48 per 
cent in the receipts to state govern¬ 
ments from this source over the preced¬ 
ing five-year period. As against this 
flexibility in transferable resources, 
however, the fifth Finance Commission 
had to grapple with the discouraging 
arithmetic of formidable deficits in the 
revenue budgets of state governments 
which, according to the Commission, 
may aggregate to Rs 7,368 crores dur¬ 
ing the relevant five-year period. It 
follows that the fifth Finance Commis¬ 
sion only very partially succeeded in 
what was one of its primary objectives 
of assisting substantially in bridging the 
gap between the non-plan expenditures 
of state governments and the receipts 
available to them for meeting these bills. 
It should, no doubt, borne in mind in 
this context that the anticipatory reve¬ 
nue deficits reported by the state go¬ 
vernments to the Finance Commission 
were, for obvious reasons, inflated to 
some extent and that they may, quite 
possibly, turn out to be of a lower order 
in the event Even so, the fifth Finance 
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ComDQmion hod to reconcile itself to 
the hard fact that it could aspire to do 
no more than mitigate the strains of the 
revenue budgets of state governments. 

Tt would« however, be quite legitimate 
for some of us to refuse to be wholly 
charitable to the fifth Finance Com¬ 
mission in this matter. Given the magni¬ 
tude of the revenue deficits anticipated 
by the state governments, the fifth 
Finance Commission would perhaps 
have been justified in taking a more 
enterprising view than it did of the 
possibilities open to it. For instance, 
its decision to maintain the percentage 
of the proceeds of income-tax devolv¬ 
ing to the state governments at the 
existing level of 75 per cent is con¬ 
ceivably open to criticism. The com¬ 
mission, no doubt, discussed this issue 
at some length, but its decision not to 
alter the status quo docs not allow 
sufficiently for the fact that the sur¬ 
charge on income-tax levied for union 
purposes has now become an enduring 
feature. 

Given the twin facts that the 
elasticity of revenues of state govern¬ 
ments relative to the non-plan expendi¬ 
tures of those governments is becoming 
more and more inadequate and that it 
is by no means certain that the growth 
in the receipts from divisible central 
taxes would continue at the high rates 
seen in recent years, it would have been 
quite reasonable for the Finance Com¬ 
mission to have considered some in¬ 
crease in the states’ share of the income- 
tax. 

It is, no doubt, true that the central 
government as the authority responsible 
for the levy and collection of the in¬ 
come-tax, should have a significant in¬ 
terest in the yield of that tax. This condi¬ 
tion surely is met in part by the central 
government’s entitlement to the entire 
proceeds of the surcharge on income- 
tax and, consequently, it is by no means 
obvious that the centre’s stakes would 
have been unduly weakened had the 
states* share of income-tax been raised 
to, say, 85 per cent. It is perhaps just 
possible that the fifth Finance Com¬ 
mission might have acted differently 
had it not been for the fact that the 
devolutions to state governments 
happened to be augmented by the 
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inclusion of the advance collections of 
income-tax. 

^ II 

Elscwhcjre in the area of its main 
obligations too, the fifth Finance Com¬ 
mission had apparently been disposed 
essentially to let sleeping dogs lie. Thus, 
no effort of sufficient magnitude was 
made by it to deal with the problem of 
disparities in resources among the 
various states. At least one member of 
the Commission was far from satisfied 
with the contribution which this Com¬ 
mission was able to make to the bringing 
about of a reduction in these regional 
imbalances. In a minute appended to 
the report, Mr G. Swaminathan would 
have the instrument of granls-in-aid 
play a larger part than was permitted 
to it by the Commission. The total 
grants under Article 275, as recom¬ 
mended by the Commission, amount 
only to Rs 637.85 crores. This amount 
is appreciably lower than the corres¬ 
ponding total of Rs 703.05 crorcs re¬ 
commended by the fourth Finance 
Commission. 

While the anxiety of the fifth 
Finance Commission to place more 
reliance on devolutions than on grants- 
in-aid and thereby cut down the number 
of states entitled to grants was com¬ 
mendable, it must be recognised that 
this approach has had results which 
run counter to the desirable purpose of 
weighting the transfer of resources in 
favour of the weaker or needier state 
governments. Incidentally, among the 
states which have had their grants re¬ 
duced are Mysore and Kerala, and 
these two states particularly seem to 
have received a raw deal. While the 
aggregate of receipts accruing to 
Kerala under the fifth Finance Com¬ 
mission's recommendations is only 
negligibly higher than what it had re¬ 
ceived as a result of the proposals of 
the fourth, Mysore has fared even 
worse since its receipts are substantially 
less. 

While expressing itself in fa\our of 
larger transfers through grants-in-aid, 
Mr Swaminathan had suggested that 
the additional money needed for the 
purpose could have been found without 
cutting into the centre's resources by 
reducing the states’ share of income- 
tax to 65 per cent. In his view, this 
scheme would have had the advantage, 
incidentally, of reducing devolutions to 


the more resourceful or surplus aUtes, 
We, for our part, had earlier expressed 
the view that the states* share of 
income-tax m'glit have been increased 
from its existing level of 75 per cent 
Perhaps the best course would have 
been for the Commission to have re¬ 
commended the distribution of the 
stales’ share of income-tax entirely 
on the basis of population. 

The Commission has raised the per¬ 
centage of the states' share distributed 
on the basis of population from the 
existing level of 80 per cent to 90 per 
cent, thereby reducing the weightage 
given to I he factor of collection 
on the basis of assessments from 20 to 
10. This move marks a return to the 
position taken by the second Finance 
Commission and is certainly a step in 
the right direction. The fifth Finance 
Commission, however, could very well 
have given up the criterion of collec¬ 
tion altogether and opted for popula¬ 
tion as the sole basis for distribution. 
This would have been to the general 
advantage of the slates which are in an 
inferior economic position and it would 
also have had the incidental effect of 
resulting in a reduction in the number 
of states needing grants-in-aid. It 
follows that the stales which might 
still have needed grants would have 
been enabled thereby to receive larger 
individual shares. 

There has always been more than a 
suspicion that much of the work of 
the finance commissions necessarily 
involves them in making subjective and 
often arbitrary assumptions. This view 
is bound to be strengthened by the 
treatment of the fifth Finance Com¬ 
mission of the problem of distributing 
ihc slates’ share of central excise 
duties. According to the recommenda¬ 
tions of the fourth Finance Commission, 
20 per cent of the net proceeds of the 
basic excise duties was being distri¬ 
buted among the states. Its successor 
proposed no change in the percentage, 

A CORRECTION ' 

In Eastern Economist dated August 15, 
1969, in the article entitled ‘‘Compensation 
for Bank Shares**, in the table on page 
298, under Col. 5, please ignore the 
decimal points between the figures. For 
example, against Central Bank, please read 
259 for 2.59, and so on. The error ts 
regretted. —Kd. 
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but it recommended the inclusion of 
the proceeds of the special excise duties 
in the divisible pool from 1972-73 on¬ 
wards. 

Dealing with the distribution of the 
pooled excise revenue among the states, 
the fifth Finance Commission stuck to 
the scheme of its successor in the main 
but proposed some modifications. 
Eighty per cent of the excise duties in 
the pool will continue to be distributed 
on the basis of the population of the 
respective states. The remaining 20 per 
cent is further divided into two groups, 
two-thirds of which is to be diftributed 
among the stales with per capita in¬ 
comes l>elow the all-India average, while 
the remaining one-third is distributed 
on the basis of the index of backward¬ 
ness. This index is based on a number of 
heterogeneous criteria, such as “popu¬ 
lation of scheduled tribes, number of 
factory workers per 100,000 of popula¬ 
tion, net irrigated area per worker, 
length of railways and surfaced roads 
per 100 s.]. kms, shortfall in the number 
of school-going children as compared 
to those of school-going age and num¬ 
ber of hospital beds per 1,000 popula¬ 
tion'’. 

It is impossible, surely, to imagine a 
more arbitrary jumble of ratios or 
criteria than is to be found in this 
formula. The estimates of per capita 
income being admittedly subject to an 
error of more than 10 per cent, is it 
fair, for instance, to exclude states hav¬ 
ing a marginally higher level of estima¬ 
ted per capita income than the estima¬ 
ted all-India average from the benefits 
of the formula? Incidentally, Mysore’s 
per capita income in 1964-65 was Rs 
420 as against the average for all states 
at Rs 418, and it so happens that 
Mysore is one of those states which 
may feel legitimately aggrieved by the 
deal it has received from the fifth Fi¬ 
nance Commission. Again, the inte¬ 
grated index of backwardness for distri¬ 
buting one-third of the 20 per cent of 
the pool is patently mere mumbo jumbo 
since it is just not possible to assign 
weightages to disparate factors, such as 
irrigated area or length of railways, on 
a comparable basis. An index of this 
kind must bca slaIi.stical outrage which 
must end up in gross anomalies. 

Given the present political climate and 
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the pattern of govemtnents at the 
centre and in the states^ it is no wonder 
that the report of the fifth Finance* 
Commission has aroused more ener¬ 
getic protests from its intended bene¬ 
ficiaries than those of its predecessors. 
This need not necessarily be a reflec¬ 
tion on the labours of this Commission, 
but the fact remains that the central 
government cannot but give serious 
consideration to representations com¬ 
ing from dissatisfied state governments. 


THE draft fourth Plan estimates that 
our annual requirements of coking 
coal by 1973-74 would grow to as 
much as 29.5 million tonnes; nearly 
25.38 million tonnes would be required 
to produce 13.87 million tonnes of hot 
metal and the balance would be needed 
by the Durgapiir and other cokcries. 
In view of the innovations introduced 
ill the recent past in our steel industry— 
these include oil injections, oxygen 
enrichment of blast furnaces, provision 
of high top pressure and sintering and 
ore bedding—and the production of 
steel not progressing according to 
plans, actual demand may not turn 
out lo be as estimated. But there is 
no denying the fact that by the end of 
the fourth Plan period our coking 
coal output will have to be raised 
substantially from the current level of 
about 17 million tonnes. 

As it has taken over u decade to raise 
the coking coal production from about 

12 million tonnes to 17 million tonnes, 
the stepping up of output by another 
11 to 12 million tonnes at least during 
the span of a bare five years will indeed 
be a stupendous task, notwithstanding 
the fact that two new large mechanised 
collieries arc already being developed 
by the public sector undertaking, the 
National Coal Development Corpora¬ 
tion (NCDC). Of the additional nearly 

13 million tonnes of coking coal to be 
produced in 1973-74 in terms of the 
Plan target, the NCOC’s share will be 
5.75 million tonnes. The Tata Iron 
and Steel Company (TISCO) and the 
Indian Iron and Steel Company 
(llSCO)wtll be required to raise their 
outputs by 1.68 and 1.01 million tonnes, 
respectively. The private sector will 
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In the circumstances, the proposal that 
the National Development Council may 
consider the recommendations of 
fifth Finance Commission in the light 
of the reactions of state governments 
is plain practical politics, although it is 
most unlikely indeed that there could 
be any material changes in the scheme as 
recommended by the fifth Finance 
Commission to which the central go¬ 
vernment has already extended its for¬ 
mal acceptance. 


have to boost its output by about 
4.18 million tonnes. 

The major bottleneck in the deve¬ 
lopmental effort is likely to be in the 
private sector. This is primarily be¬ 
cause of the paucity of resources. Of 
the total nearly Rs 81 crores estimated 
investment required lo raise production 
to 29.5 million tonnes, as much as 
Rs 33 crores would be needed in the 
private sector, excluding the investment 
by the TISCO and IfSCO. Will this 
money be available? 

With a view to raising resources for 
the coking coal development programme 
of the fourth Plan, a levy of 75 paise 
per tonne of this type of coal is being 
collected by the government since 
October last. Loans will be made 
to both the public and the private 
sector collieries out of the funds collec¬ 
ted through this levy. But the total 
receipts from the levy up to 1973-74 
will obviously be not more than 
Rs 9/10 crores. Even if this levy 
is doubled or alternatively increased 
marginally along with the imposition 
of a cess at the rate of about 40 paise 
per tonne of non-coking coal, as con¬ 
templated, the total resources thus 
raised may not exceed Rs 20 crores. 
This amount will be sufficient just to 
meet approximately 25 per cent of the 
requirements. Some additional funds, 
of course, may be made available by 
the government, primarily to the NCDC. 
But even then it wilF bo presumptuous 
lo assume that it will be possible to 
finance a major portion of the fourth 
Plaa coking coal development pro¬ 
gramme in this way. 

The industry apparently will have 
to find quite substantial funds from 
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non*govemiQontal sources—Ksommer* 
cW banks, issue of debentures, etc., — 
or from its own internal resources 
(retained earnings) if it has to success¬ 
fully implement its expansion pro¬ 
gramme. This raises the question of iU 
profitability. Thanks to the artificial 
depressing of the prices of coking coal 
for years now, the industry’s capacity 
to generate funds for development has 
been sapped considerably. The in¬ 
crease of Rs 6.75 per tonne allowed 
a couple of years ago, after the so- 
called decontrol of coal prices, is said 
to have been completely wiped out 
by the increase in the wage bill. Over 
and above the increase in wages, re¬ 
sulting from the wage board award, 
there has been an appreciable rise in 
the cost of materials—explosives, wire 
ropes, lime, gypsum, etc.—used by the 
coking coal producers. 

If the industry is to be enabled to 
find funds for its fourth Plan deve¬ 
lopmental programme from non¬ 
governmental sources, it is apparent 
that an increase in the price of its 
product will have to be allowed at an 
early date. The cokii:|g coal producers 
stress that at least an increase of seven 
rupees per tonne is called for to restore 
the health of the industry. Although 
negotiations have been going on bet¬ 
ween them and the government for 
quite some time, they have not yielded 
any result so far. This is despite the 
fact that the Tariff Commission has 
already given its verdict on the issue. 
The Tariff Commission is understood 
to have recommended an upward 
revision in the coking coal prices not 
only with a view to counterbalancing 
the increased wage bill and material 
costs but also in the interest of raising 
production. The government at least 
ought to listen to the advice of its own 
expert body. 

An increase in the price of coking 
coal is also warranted to make the 
production methods scientific. The 
concern of the government over the 
smaller coking coal producers not 
adopting scientific methods of produc¬ 
tion is legitimate for our reserves of 
this type of coal are not unlimited. 
With a view to stopping unscientific 
exploitation of coking coal reserves, 
the government is ponsidering an 
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amendment of the Coal Bearing Areas 
(Acquisition and Development) Act 
of 1957 which will enable it to com¬ 
pulsorily amalgamate smaller collieries 
if the colliery-owners themselves do not 
merge into units viable for scientific 
production. 

The scheme for voluntary amalga¬ 
mation of smaller collieries into 
viable units, introduced around the 
turn of the current decade, following 
the recommendations of the Balwant 
Rai Mehta Committee, is alleged to 
have not succeeded. The primary 
reason for this apparently is the un¬ 
economic price of coking coal; there 
could be no incentive for]j^the bigger 

Too Good 

IN his speech at the annual meeting 
of the State Trading Corporation held 
recently Mr P. L. Tandon, the chair¬ 
man, said that '*oui embassies every¬ 
where show a lively awareness of the 
importance of intcrational trade” and 
that their commercial sections are try¬ 
ing to acquire ''a truly trade outlook”. 
This news seems too good to be true. 
As recently as in May this year, repre¬ 
sentatives of the leading chambers of 
commerce pointed out, at a conference 
of our envoys in north Africa and 
west Asia held at New Delhi, that the 
embassies were not doing all that was 
expected of them to promote our 
foreign trade. It was stated that our 
envoys generally were indifferent to 
problems of trade and economic co¬ 
operation and that their commercial 
sections were doing their job in a 
routine way. Specific suggestions were 
made at this meeting by which the 
embassies could make themselves use¬ 
ful to our country and to businessmen 
in particular in developing our export 
trade and in setting up joint ventures. 

Mr Tandon’s remark seems to show 
that our embassies not only in west 
Asia and north Afiica but also in 
other parts of the world have been 
quick to adjust themselves and have 
started taking a lively interest in our 
foreign trade problems. Such a dra¬ 
matic development is, however, un¬ 
likely to happen because, firstly, our 
envoys and their officers generally do 
not have the necessary business ex- 
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units to take up the UabiUty of numihip 
small mines in their neighbourhood 
for such amalgamations would have 
adversely affected their profitability 
which was already deteriorating. Even 
though the proposed amendment seeks 
to give an opportunity for voluntary 
mergers and adoption of scientific 
methods of production by the merged 
collieries, voluntary mergei-s or amal¬ 
gamations will not take place unless 
the price of coking coal is raised suit¬ 
ably. Having queered the pitch for 
voluntary mergers by keeping the coking 
coal prices artificially depressed, it 
does not behove the government to 
effect compulsory amalgamations under 
the proposed amendment. 

to be True 

pericnce and commercial background. 
Chambers of commerce have been 
suggesting that the government might 
lake on deputation executives from 
business houses to work in our em¬ 
bassies for, say, a period of about 
live years. This procedure would 
surely have helped to impart a practical 
touch to the work of the commercial 
sections of our embassies. The govern¬ 
ment has not accepted this suggestion; 
nor has it given any reasons for not 
doing so. 

Secondly, while some of our em¬ 
bassies as in London arc overstaffed, 
in other countries they are handicapped 
due to paucity of staff. As a result, 
these embassies are not able to answer 
promptly even routine trade enquiries. 
For instance, when an exporter from 



Soviet arms aid to Pakistan is no threat, 
but beware of vested Interests back home. 
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India writes to an embassy for the 
addresses of the importers of a specific 
product, he gets a list of importers of 
miscellaneous goods. Sometimes, the 
c-xportcr finds that many of the firms 
whose addresses have been forwarded 
by the embassy ha\'c ceased to be in 
business several years ago. 

There is an urgent need to strengthen 
our embassies in many countries. But 
New Delhi may not readily agree to 
do so if it is to follow Mr Tandon's 
suggestion in regard to the opening 
of torcign offices by the STC. He has 
said that an ideal office need have no 
more than a manager and an assistant. 
But no embassy can do its commer¬ 
cial work cflcctively if false considera¬ 
tions of economy are allowed to in¬ 
fluence the strength of the staff. 

Mr Tandon says that, as pari of its 
new export strategy, the STC proposes 
to make depth studies of tariffs, restric¬ 
tive practices, trade relations with 
ex-colonies, special trading techniques 
and consumption patterns especially at 
the affluence level. But if the STC’s 
foreign offices are to be staffed accord¬ 
ing to Mr Tandon's ideas of an ideal 
office, how is so much work going to 
be done in regard to various types of 
market studies? It is also pertinent 
to ask why the STC should concentrate 
on such studies while other agneiees 
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such as (he Indian Institute of Foreign 
Trade can perhaps undertake them in 
a more specialised manner. 

Mr Tandon has come out with a' 
new scheme lo develop the markets in 
west Europe. His speech at the STC's 
annual meeting is notable for the casual 
reference he makes to east Europe 
as the ‘"cradle of our export effort where 
we received much encouragement.” 
His emphasis has been almost wholly 
on west Europe. 

It is. of course, iniportant to maximise 
our exports to west Europe but one 
would like to know what precisely is 
the STC going to do with regard to 
east Europe. Much of our diversifi¬ 
cation in our exports to cast Europe 
has been on account of just two or 
three items such as steel aud aluminium 
ingots. We have made little headway 
in introducing on a large scale our 
non-traditional products into the cast 
European countries. 

For example, out of our total engi¬ 
neering exports to Yugoslavia of 
Rs 208.69 lakhs in 1968-69, the value 
of aluminium ingots alone was Rs 137.9 
lakhs. Yugoslavia imports annually 
engineering goods valued at Rs 500 
crores. These include wires and cables 
not insulated, wire netting, cutlery, 
agricultural machinery, pumps and 
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centrifuges, machine toofe, etc, Ha^ 
the STC drawn tip a strategy for a 
breakthrough into Yugoslavia and 
other cast European markets? * 

Mr Tandon has stressed the need 
to spend money on a big scale in order 
to will export markets. He recalled 
that in 19^ Japan launched vigorous 
export promotional efforts in the USA 
for its machine tools, Involving an 
expenditure of over S 600,000 per year 
on advertising alone. But it was only 
in 1963 that the breakthrough fcame. 
We will not be able to spend on the 
same scale as Japan on export promo¬ 
tion. But we should not gfiidge the 
expenditure where if is really necessary 
and justified. 

India at present spends about Rs 10 
crores per year on its 100 missions 
abroad. This is, indeed, a large 
amount but we have not been able to 
derive adequate benefit from this 
expenditure. It is imperative to re¬ 
organise the embassies by increasing 
the staff where necessary, by reducing 
it where there is a surplus, by opening 
new missions where there are none 
(as in most countries of South America) 
by amalgamating two or three missions 
where possible and, above all, by 
creating in our envoys a sense of 
urgency and dedication in tackling our 
problems of foreign trade. 
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Profit from Air Cargo 


if you don’t use Air Cargo because you think its 
expensive you could be cheating yourself. 

Some of your profits could be lost on unnecessary 
inventory* warehousing, packaging, labour and 
insurance. 

Air cargo is not as costly as it first seems, because 
transport costs are Hot realty a true indipation of 
these totel distribution costa.; Aleo; because air cargo; 
gives you faster delivery^ you get a faster sale and a 
faster returlrr on your investment. 

Customers are impressed, further orders are 
encouraged. Suddenly nevv markets are opened to you. 


Now, if your particular product or . 
market won't allow a complete switch 
to air exporting, you Still needn't risk losing orders 
through late deliveries. 

You can take advantage of air cargo's speed 
with BOAC’s Air/Sea Mix Plan. You send the bulk 
by sea. but build an allowance into your costing 
system to use air in emergencies. The extra cost is 
offset by spreading it over every unit you export. 

Discuss the potential of air cargo exporting with 
your local BOAC Cargo Office. 

You owe It to your profits. 



Our strength is in our people as much as in our steef—and in this youngster’s eyes is reflected 
the security of a happy home life, made possible by intelligently planned parenthood. At Jamshedpur^ 
fnnily planning is working. 
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NODERNiSATION OF INDIA 

MANUBHAI SHAH 


ALL developing countries after achieving 
their political independence have formu¬ 
lated plans for the betterment of their 
people. Economic emancipation has to 
follow national freedom. In programmes 
of economic development, both agricul¬ 
ture and industry have to be promoted on 
modern lines. Modem agriculture has to be 
industrialised to feed the grovving popula- 
lation and to produce agricultural raw 
materials for industry and export. Thus 
any isolated emphasis on either agriculture 
or industry would not succeed. It has to 
be on both. It has also been recognised 
that development of agriculture alone 
would not provide a balanced and diversi¬ 
fied base for higher standards of living. 
The need for industrial planning is, there¬ 
fore, obvious. The pattern of industrial¬ 
isation will, however, differ according to 
environmental and other factors. 

The years since World War If 
have witnessed widespread planning of 
economic activity not only in underdevelop¬ 
ed economies but also in capitalist demo¬ 
cracies. Planning seems to be the inevi¬ 
table concomitant of modern society to 
satisfy rising expectations. 

Incomes Policy 

The developed nations which already 
have a large industrial base and a highly 
organized entrepreneurial system, have 
found it necessary to direct not only the 
course of overall economic activity but also 
the division of the national output between 
the productive sectors of the economy 
through an incomes policy. In regard 
to the regulation of overall activity, and 
the channelling of investment funds into 
the different productive sectors of the econo¬ 
my, developed societies have adopted 
poverty programmes, social security mea¬ 
sures, massive defence production program¬ 
mes and central guidance on the basis 
of an overall planned strategy of economic 
growth. The balance of payments cons¬ 
traints have accentuated the area of central 
planning in almost all developed societies 


which arc the bulwark of the free enter¬ 
prise system. 

Industry is an organized system of pro¬ 
duction which includes men, equipment, 
knowledge and institutional identities. In¬ 
dustrial projects lend themselves to pro¬ 
gramme techniques better than projects in 
agriculture, because internal accounting is 
more detailed in industry, and quantitative 
relationships are better known. In addi¬ 
tion, technological requirements per unit 
of output are largely similar throughout 
the world. For these reasons economists 
have built up their inputs, outputs and 
linear programming models primarily on 
modern industrial data. 

Complex Problem 

In developing societies, the problem of 
industrial planning is both complex and 
more important. The major problem is 
the absence of a well-developed entrepre¬ 
neurial class, as well as the overall shortage 
of savings and basic capital, particularly 
risk capital, in the economy, making it 
imperative for the state to formulate a 
consistent and balanced strategy of deve¬ 
lopment. 

It is clear that most of the developing 
countries today (apait from the mineral 
oil producing countries) have neither the 
capital nor the savings nor the technology 
to sustain a high degree of industrialisa¬ 
tion. They are mainly producers of pri¬ 
mary products, living almost at subsis¬ 
tence; level with hardly any .savings which 
could be channelled into productive in¬ 
vestments. Risk capital is scarce. It 
therefore becomes the function of the go¬ 
vernments of these countries to provide 
opportunities to bring the agricultural base 
to a more intensive and diversified level 
and to provide oppoitimities for processing 
primary products, raw materials and agri¬ 
cultural produce which is now exported. 
Thus, a flourishing agriculture along with 
industrialisation is the lirst prerequisite for 
developing countries. 

Developing countries need not be asham¬ 
ed of adopting intermediate technology 


smee the problems of the developed 
the developing oountries ate at variance. 
Industrial planning in developed cotzntries 
ts mainly directed towards making indus¬ 
tries more and more cajintal-iiiteiisive add 
to switch over from simple imnuhictxtipn 
to complicated ones. The transhipiial 
period creates problems in the industrial¬ 
ised countries. In developing countries, 
on the other hand, labour, being siirplus, 
has to be absorbed, and the emphasis has 
to be on the right mixture of up-to-date 
modern technology in the held of complex 
capital-intensive industries and the building 
up of a vast network of infrastructure to¬ 
gether with labour-intensive industries 
wherever decentralisation is practicable. 

It does not mean that a developing coun¬ 
try should not make a beginning in capi¬ 
tal-intensive industries. If only one of the 
above two models is adopted, concentra¬ 
tion on the highly capitalised industries 
with high labour productivity and high 
wage scales will soon dry up local resources 
of investment and credit, without providing 
suffleient employment. On the other 
hand, premature industrial saturation with 
low wage structure factories and hand in¬ 
dustries and primitive agriculture may 
stagnate the whole society. Somewhere in 
between these two extremes there should 
be found an industrial pattern which opti¬ 
mises internal and external economies over 
the long run. India is a model of such 
judicious co-existence, the harmonious 
blend, the mixed economy. 

Capital Formation 

The economic growth of developing na¬ 
tions is primarily a function of the rise in 
capital stock and increase in productivity 
with re.sultant capital formation. The 
“added value'* of labour inputs, the human 
skills, is the basic capital source. The 
magnitude of investment for indastriali- 
sation in the developing countries lias to 
lie large enougli in the early stages of econo¬ 
mic growth, industries arc interlinked and 
interdependent. The input of one depends 
upon the inputs of others and these in turn 
depend upon the inputs of yet others. 
External ccxmomics are realised only when 
synchronous and co-related working of all 
units is established. Morever, for efti- 
cient functioning of a modern industrial 
network, intensive overhead facilities arc 
necessary. Therefore, a high rate of invest¬ 
ment is essential for a dynamic state of 
industrialisation. This high rate has to be 
further stepped up over a long period to 
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establish sclf^sustainable growth at higher 
levels of equilibrium in the economic 
system. 

In countries which have a large export¬ 
able surplus, growing industries may not 
face the acute problems of a foreign ex¬ 
change shortage. Such countries, however* 
arc few. In most of the developing coun¬ 
tries, local resources are inadequate to meet 
the needs of the growing economy. Foreign 
aid plays an important role in accele¬ 
rating the programme of industrialisation 
and in making technical know-how avail¬ 
able. Caution has to he exercised in set¬ 
ting up industries with foreign technical and 
financial collaboration. The speeding up 
of induslrialisalion will not be of much help, 
unless the institutional structure responds 
to the requirements of sectoral interde¬ 
pendence and growth; and it must also 
be able to perceive internal and external 
economics by interlinked investments, 
rather than the possibilities of profits from 
isolated private enterprises. Investment 
decisions, therefore, will have to be 
dynamic and their momentum has to be 
high enough to force the change in outlook 
of the society in general and private in¬ 
vestors in particular. 

Everybody now accepts the need for the 
state to provide the infrastructure, without 
which faster development of the economy 
is not possible. The areas of such invest¬ 
ment have been growing. Whereas in 
eighteenth century England it was deemed 
to be adequate to provide public roads and 
various other facilities to encourage move¬ 
ment of men and resources, the growth of 
technology now calls for extremely large 
investments, not only in transport hut also 
in power generation and transmission, in 
heavy industries and in a number of key 
industries. 

State*! Role 

The need for leadership by the state in 
undertaking investment in basic and key 
industries arises from lack of developed 
capital markets in relatively underdeveloped 
societies. The leadership of the stale in 
the building of infrastructure and in 
large and heavy complexes does not, how¬ 
ever, rule out an active role for the private 
entrepreneur and for free enterprise; in¬ 
deed, if anything, such leadership by the 
slate provides the means for the proi^r 
and fuller development of free and private 
enterprise on a wider basis. 

The problem is also intimately connected 
with resource mobilisation and the role of 
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risk capital in a developing society. As is 
well known savings in a developing 
society are low and inadequate for the 
needs of an expanding industrial economy. 
It is also difiicult to attract the savings for 
industrial investment from new classes of 
savers. A rational and balanced develop¬ 
ment of the economy requires not only 
large resources, but also the distribution of 
these resources in a balanced manner for 
investment in infrastructure indus¬ 
tries, transport and in other forms of 
economic activity. It, therefore, falls on 
the state to take a major share in mobili¬ 
sing resources. The availability of risk 
capital intended for industrial investments 
is limited. The capita] market can more 
easily raise funds for relatively modest 
investments which are simpler, which yield 
quick and reasonable profits, and which 
do not require a long gestation period. 
Investments in infrastructure and in large 
and heavy industrial complexes are low 
profit Jiivcstinents, with long gestation 
periods; and they can be raised only by the 
state, particularly in developing countries. 

Past Expcricnca 

Experience has shown that the rate of 
investment in developing countries cannot 
be raised beyond 10 to 15 per cent. In 
the last decade, in spite of the best efforts 
of governments, the rate of investment was 
between 10 and 15 per cent in India, Cey¬ 
lon, the Philippines, Chile, Mexico and 
other developing countries. This rate of 
investment cannot provide sufficient 
resources for industrial planning. It has 
to be supplemented by foreign aid, loans 
and export earnings. 

To provide the basic prerequisites of 
social overheads and to invest venture capi¬ 
tal in heavy industries with long gestation 
periods, the state has to assume direct 
responsibility in these spheres. These in¬ 
dustries, in fact, act as feeders to the overall 
industrial growth. The American writer, 
Lloyd Musolf, in his recent book Govern* 
ment and ihe Economy, quotes Woodrow 
Wilson as saying, “Government cannot 
take its hands off business. Government 
must regulate business because that is the 
foundation of every other relationship. 
It is futile, therefore, to ha\c the politicians 
take their hands off. They may blunder at 
the business. But they cannot give it 
up”. The American Economic Opportu¬ 
nities Act of 1964 h a pointer to slate inter¬ 
vention in econqmic matters even in the 
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citadel of private enterprise, the United 
States. 

The concept of mixed economy has a 
special and important part to play in our 
development. In a mixed economy, 
the roles of the public and private sectors 
are complementary; they supplement each 
other and promote rapid growth. In a 
mixed economy, the state is required to 
undertake large investments for which 
neither the resources nor the willingness is 
present in the private sector. It is also 
common knowledge that these investments 
are less profitable. They involve risky 
decisions as to the future course of the 
economy — decisions which cannot bo 
taken by any group of individuals, however 
enterprising and skilled they may be. 
They require, moreover, a well ordered 
long-term plan of development which can 
only be formulated by the state; and 
such a plan having once been formulated, 
its success would depend on the extent to 
which essential investments in key industries 
are ensured by the state. 

A very large and increasing field of in¬ 
dustrial investment is not only open to the 
private sector, but investments ^ in infra¬ 
structure and in heavy industrial complexes 
by the state keep opening up new avenues 
of private sector investment. In fact, the 
proper utilisation of resources and the 
achievement of the development potential 
of an economy can only be ensured by in¬ 
numerable investments by private entre¬ 
preneurs in diverse directions. It is only 
the private sector with its strong points of 
individual judgment, care and flexibility 
that cun move into these fields. It is in 
this sen.se that the public and private sectors 
become complementary and both are 
essential for proper and balanced develop¬ 
ment. 

Fainuitic Conclusion 

In his book Asian Drama, Dr Gunnar 
Myrdal has missed the wood for the trees. 
In a sweep of the whole Asian continent 
and the new emerging societies of over two 
billion peoples of Asia, Dr Myrdal has 
come to the fantastic and alarming con¬ 
clusion that Asia is a labyrinth of old 
customs, fossilised .social^trata and a stag¬ 
nant society full of trouble and fi$siparous» 
divisive and mutually hostile dements. 
Dr Myrdal believes that Asian societies are 
totally incapable of absorbing and trans¬ 
forming themselves into modernised 
societies. Because of their feudal past and 
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prevailing deep social prejudices and 
inhibitions, these societies have become 
soft and are incapable of absorbing and 
sustaining technological changes. He has 
erroneously surmised that none of the 
western or American countries which arc 
advanced in industrialisation and economic 
development need waste their money, time 
and energy in assisting these Asian societies 
to modernise and industrialise. This, in 
my view, is historically incorrect, factually 
absurd and a distorted view of the great 
changes that have come about in all socie¬ 
ties through technological progress since 
time immemorial. 

The India of today is a vastly transfor¬ 
med society, which, while retaining the 
basic cultural values of Indian life, is im¬ 
bibing technology and science on a large 
scale. As a matter of fact, Indian industria¬ 
lists, businessmen, managers and tech¬ 
nocrats are second to none. It is futile 
for me to remind Dr Myrdal about the 
massive dams, hydel stations, gigantic 
steel plants and numerous chemical, textile, 
pharmaceutictil, engineering and machine 
tool units, both in the private and public 
sectors in this country, v\hich arc examples 
of the achievements of Indian management 
and technologists. It is true that the pro¬ 
cess of change has been slow in the begin¬ 
ning. But while it is in arithmetical pro¬ 
gression to start with, it will move by 
geometrical progression and have a snow¬ 
balling elfcct. In the smaller countries 
of Asia, due to small local markets and lack 
of adequate social pressures, industrialisa¬ 
tion and social change have been slower. 
But even in pastoral and agricultural coun¬ 
tries of Asia and Africa, sweeping changes 
arc taking place. 

Attitude of Frustration 

Professor Myrdal has obviously been 
disappointed with our progress over the 
last few years. The two severe famines, the 
Chinese and Pakistani aggressions, the 
alarming reports about so-callcd starva¬ 
tion deaths and corruption have demora¬ 
lised many friendly foreign observers. And 
these may have caused Dr Myrdal’s altitu¬ 
dinal change towards this country. But 
vast movements of men and history can¬ 
not be judged over a short time. It re¬ 
quires deeper insight, vision and faith. 

Modem science and technology have 
found tberr home in India and sooner than 
later our ^ society will emerge as an 
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industrialised and technologically advanced 
society. 

Technological changes are taking place 
very rapidly. But science and technology 
have no frontiers — racial, geographical, 
ideological or national. The trend tow'ards 
avoiding foreign technologies as far as 
possible and depending on indigenous 
technical know-how is propitious. How¬ 
ever, we must remember that no country in 
the world has a favourable technological 
balance. Even such advanced countries as 
USA, Japan, West Germany and the Soviet 
Union have to borrow more technical 
know-how than they can give to the rest 
of the world. Therefore, while doing all 
that wc can to develop indigenous technical 
know-how, the doors and windows of our 
mind and thought should remain ever open 
to the technical know-how and technologi¬ 
cal advances that are being made elsewhere 
so that w'C can gain from human knowledge 
abroad as much as we can benefit the rest 
of mankind from our own technical know¬ 
how. 

Import of Technology 

While it is true that turn-key 
jobs and package deals should be avoided, 
we should selectively permit from abroad 
the novel, scientific and technological 
changes which help to produce belter and 
cheaper goods by the application of modern 
tcclmologics. Therefore, in the field of 
technical know-how, the developing coun¬ 
tries will have to lake care that industrial 
planning is based on a judicial blend of 
growing indigenous technical know-how 
and a si/abic draft of essential and desir¬ 
able foicign technical know'-how. This 
has been our policy so far. Dr Myrdal can 
rest assured that all his thesis will prove 
historically false because the ‘Asian Drama’ 
that is being played, particularly in our 
country, is going to break down all the false 
inhibitions and close circuits of a by-gono 
age. India will remain highly Indian and 
yet bo a modem sotiety. 

Less-developed economics are, by de¬ 
finition, lacking not only in capita] but also 
entrepreneurial skills. On the other hand, 
such economies have a large trading sector 
which can flower into a new industrial 
entrepreneurial class given proper encou¬ 
ragement and opportunities. The de¬ 
liberate fostering of medium and small- 
scale industries, must play an important 
part in the development of a less-developed 
society. The setting up of industrial 
estates and the provision of land. 
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equipment, raw materials, pow^ 
other facilities at concessional rates 
to small entrepreneurs, and the reservation 
of certain fields of industrial activity 
for small-scale manufacture, help in 
widening entrepreneurship and spreading 
the gains of development. 

There has been considerable controversy 
in India and abroad about the deliberate 
policy followed in the past by the Govern¬ 
ment of India to encourage medium and 
small-scale industries. Policies predicted 
on economies of scale favour massive com¬ 
plexes and ignore altogether their social 
costs and consequences. It is a familiar 
contention that encouragement of medium 
and small-scale industries leads to increas¬ 
ing inefficiency and to the setting up of 
uneconomic industries. This is an extreme¬ 
ly short-term view of the process of deve¬ 
lopment. A trader who can afford only a 
small amount of risk capital can start only 
a small-scale manufacturing unit, given 
adequate protection and encouragement. 
A small-scale entrepreneur can, with en¬ 
couragement and with widening opportu¬ 
nities, flower into a medium-scale pro¬ 
ducer, attracting new capital and new part¬ 
ners by his success. From this position, 
he can, with time, become the focal point 
of larger savings and larger capital invest¬ 
ments, but this process is one which can 
only take place through a deliberate policy 
of cnci)uragenicnt to medium and small- 
scale industries. Our policy of encouraging 
medium and small-scale industries has paid 
rich dividends in the sense that there arc in 
our country today thousands of small 
industrial entrepreneurs where, before the 
inception of the era of planned develop¬ 
ment, there were only a few well-known 
industrial houses. 

Development of Free Enterprise 

It is this widening base of entrepreneur¬ 
ship which alone can foster the develop¬ 
ment of free enterprise anti of progressive 
industrial development in a ncwly-deveiop- 
ing democratic industrial society. 

Modern industrial societies require a 
large body of professional managers and 
technocrats. In industrially developed 
economies such a class has grown with time 
with the advent of the joint-stock form of 
company management and of the increasing¬ 
ly complex nature of industrial technology. 
But such a body of people is absent in an 
industrially backward society. While the 
growth of small-scale industries automati- 
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cally throws up a new class of people cap¬ 
able of becoming professional managers 
and technocrats, the state has to take a 
hand in deliberately encouraging their 
training. This need arises not only in the 
private sector but also, more importantly, 
in the public sector. Modem industry is 
run by technocrats and professional mana¬ 
gers all over the world, tncreasingly the 
functions of production, of risk capital and 
of management enterprise have been sepa¬ 
rated and industries are today run almost 
entirely by a newly-emerging managerial 
class. Planning of industrial development 
in a hitherto less-developed industrial 
society has, therefore, to take a very care¬ 
ful and deliberate decision to foster the 
development of professional managers and 
technocrats, who would run not only the 
large industrial undertakings in the public 
sector but also the growing range of in¬ 
dustries in the private sector. 

The planning of development in an in¬ 
dustrially less-developed society is thus a 
complex business. A multi-directional and 
balanced policy is necessary so that econo¬ 
mic development can be speeded up. Such 
a policy requires close partnership between 
the public and the private sectors. In 
consultation with the people, the state has 
to formulate a strategy and a plan of de¬ 
velopment to build an infrastructure, to 
up key and basic industries and to mobi- 

The Urban 

KENNETH B. 

MY return to Calcutta after 25 years 
reminds me anew that some of the most 
important problems we face are those of 
environment—the world around us. This 
is particularly true of urban areas. Over¬ 
crowding, poor sanitation and lack of 
adequate services are challenges confron¬ 
ting cities around the world. They arc 
certainly not unique to Calcutta, or to 
India, as any visitor to my native New 
York can tell you. 

Indeed, in my country, the environmental 
problems of life in the cities have become 
an extremely high national priority issue, 
entwined with the basic social fabric of 
our society. We have long known that 
man first shapes his environment, and 
then his environment shapes him. Put 
another way: slums breed crime and social 
turmoil. Poor living conditions spawn 
for law and order. Thwarted 
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lise resources for the balanced development 
of the economy. The private sector has to 
foster the growth of entrepreneurship, to 
diversify production, to improve manage¬ 
ment techniques, to increase production 
so that costs are reduced, to train pro¬ 
fessional managers and technocrats and to 
improve and maintain high quality and 
standard of goods, so that both at home and 
abroad, the image of our goods carries the 
imprint of an advancing modem society, 
giving a fitting reply in action to Prof. 
MyrdaTs Asian Drama, which should be¬ 
come an “Asian Miracle’* with Japan, 
south-east Asia and India being the part¬ 
ners of this “Miracle". 

We have passed the first stage of ac¬ 
quaintance and familiarity with modem 
technology; we have also passed the second 
stage of absorption and assimilation of 
modem technology and now wc arc passing 
through the third stage of adaptation of 
modem technology. In a decade or so 
from now, perhaps earlier than later, when 
our consultancy services and engineering 
and designing talents will have matured 
and our industrial base become more diversi¬ 
fied and expanded, wc will enter Xht final 
stage of technological innovations where 
our indigenous know-how can be 
exchanged with modern know-how from 
abroad. 

Challenge 

KEATING 


These observations of the US Ambassa¬ 
dor to India, who visited Calcutta recently, 
are reiiroduced here by courtesy American 
Reporter, 

Ambassador Keating speaks of the 
fundamentals of “the urban challenge" 
which great cities across the world must 
recognise and deal with if they are to 
survive as the nerve centres of an indus¬ 
trial civilisation. 


ambitions generate revolutionary aspira¬ 
tions. 

The physical problem of urban life—not 
to speak of the even more complex 
social problems—appear overwhelming and 
even insoluble. India has cities populated 
before the automobUe, before electricity, 
before the n^hine age-^now facing up 
to demands for modem ametii^. New 
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York and other US cities are con¬ 
fronting problems of inner-city decay 
and deterioration complicated by a stag¬ 
gering financial burden to pay for needed 
facilities and services. 

But since people are going to continue 
to live in our cities despite their problems, 
a philosophy of despair must be totally 
rejected. Like it or not. we must meet the 
challenges and find solutions to the prob¬ 
lems, because they only promise to grow 
worse if ignored or neglected. 

Central lo the matter, when planners 
and city officials sit down to consider what 
to do, is concern for the total Veil being 
of the individual. 

Felt Needs 

For this reason we cannot focus only 
on one narrow objective, be it water or 
electric supply, roads, food adulteration 
or whatever, without considering the total 
needs of the human beings these things are 
designed to serve. Above all we cannot 
endow any one programme with a purpose 
of its own remote from people’s daily lives 
and their felt needs. 

President Nixon recognised this principle 
recently when he spoke about turning 
more functions of government back to 
local bodies in the United States. Most 
people believe in our country that local 
officials are better able to sense the needs 
and desires of a community, and that 
remote-control projects handed down from 
Washington arc to be avoided if possible. 

When problems of environment cease to 
be local, however, and assume national 
dimensions, there is justification and need 
for national action. Recently in the US, 
we established the Consumer Protection 
and Environmental Health Service to 
provide a national focus for programmes 
protecting citizens from the hazards around 
them. This new service, which includes 
such bodies as the Food and Drug Ad¬ 
ministration and the National Air Pollution 
Control Administration, brings together 
under one umbrella all federal agencies 
working in the field. 

The idea is to make ajnore co-ordinated 
attack on some of our environmental 
problems. These include air and water 
pollution, waste disposal, occupational 
accidents and diseases, dangerous drugs 
and medicines, and contaminated foods 
and chemicals. 

AU of tl^ are concerns that Uansceod 
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city, or state or national boundaries. 
And they are common to both developed 
and developing countries. We are hope¬ 
ful that this all-encompassing approach 
will provide us in the United States with 


the kind of safeguards we need to cope 
with mounting pressures of population 
and mechanization. Ft is an effort by 
government to improve the total health, 
happiness and well-being of its citizens. 


as it is possible to do at present 

The proposal also recognises that strikes 
are one method of putting pressure on the 
parties to settle by reason of the loss th(^ 
cause both to employers and workmen 
and only disputes wliich arc so serious 
that the parties aic willing to incur the 
loss caused by a strike for such a long 
period as a month will have to be adjudica¬ 
ted by the IRC 


N.L.C. REPORT : POINTS OF VIEW—I 

A Policy for Labour 

A SPECIAL CORRESPONDENT 


THE report of the National Labour Com¬ 
mission, made after nearly three years of 
study and labour, contains recommenda¬ 
tions which, in most parts, are balanced 
and sound. Rightly recognising that col¬ 
lective bargaining is the better method of 
resolving industrial disputes, the various 
measures proposed to secure this appear 
to be well contrived. As an essential 
step to promote this, the Commission has 
propt>sed the compulsory recognition of 
the majority union for all undertakings 
employing 100 or more workers or wherein 
capital invested is above a stipulated si/c. 
The majority union will alone be entitled 
to negotiate with the management and 
represent workmen in conciliation and 
adjudication proceedings, the minority 
unions having only rights to take up cases 
of dismissal of their members. This is 
definitely a step in the right direction as 
the present system encourages multiplicity 
of unions. It is diflicult for the manage¬ 
ment, under the existing system, to nego¬ 
tiate and arrive at settlements when there 
are more unions than one representing the 
same workmen each seeking to outdo 
the other in making demands on the 
employers, and each having the right to 
raise industrial disputes. 

Crucial Recommendation 

A crucial recommendation is the pro¬ 
posed appointment of industrial relations 
commissioas (IRC) at national and state 
levels. These will be so constituted as to 
be independent of the executive and will 
have powers of certification of unions, 
conciliation and arbitration. The national 
IRC will deal with disputes of national 
importance, while the stale IRC will have 
jurisdiction to deal with disputes for which 
the state government is the appropriate 
authority. These authorities will replace 
the existing machinery. A merit rightly 
claimed by the Commission for the pro¬ 
posed system is that it would inspire a 
sense of confidence among the parties 
which ,th^ eieisting system does not have 


because of its ac/ hoc character and its 
subservience to government. In the 
context of multi-party governments deve¬ 
loping in some of the states, and possibly 
at the centre in future, it is desirable that 
industrial relations should be insulated 
from political influence. 

Distinct Procedures 

The Commission has proposed a diflerent 
procedure in regard to essential and non- 
essential industries. The distinction is 
based on principle and is not new. The 
existing Industrial Disputes Act also dis¬ 
tinguishes between public utility service 
industries and other industries and there 
arc certain difl'erent provisions. This is in 
recognition of the fact that a strike in a 
public utility sei-vicc causes damage and 
great inconvenience to the public. Under 
the recommendations of the Commission, 
in essential industries, it would be incum¬ 
bent on the IRC to adjudicate if negotia¬ 
tions fail and the parties do not agree to 
arbitration. Strikes ui these units would 
not be permissible. It is, however, difficult 
to believe that this procedure would by 
itself make strikes in essential industries 
redundant. 

Under the existing system, notwith¬ 
standing the readiness of government to 
refer disputes ig public service industries 
to adjudication, the unions have shown 
a readiness to call strikes. Also strikes 
during the pendency of adjudication pro¬ 
ceedings, which under the existing law arc 
illegal arc not unusual, and the penalties 
provided under law for illegal strikes are 
difficult to enforce. In regard to non- 
osseniial industries tlie Commission has 
proposed a 30 days' limit for strikes after 
which the IRC would have to adjudicate. 
This recommendation has received un¬ 
favourable reaction from trade unions as 
impinging on labour‘s right to strike, 
but the recommendation i$ logical and 
sound. It will ensure that frivolous dis¬ 
putes will not be referred to adjudication 


In a democratic country there cannot 
be forced labour and on that theory the 
right of workmen to w'ithhold labour is 
recognised in certain ciix^umstances. It is 
not a wise policy to give workers, in effect, 
an election lietwccn resorting to strike to 
enforce their demands and reference to 
adjudication, whichever course appears 
most advantageous. The proposal of the 
Commission is not an unreasonable res¬ 
triction on the right to strike and marks 
a reorientation of policy which would 
promote settlements by collective bar¬ 
gaining in preference to undue reliance 
on adjudication under the present system. 

In this connection it may be mentioned 
that (he present system of ready availability 
of adjudication has put the responsibility of 
resolving disputes on u third party, vir., 
a government authority rather than, as it 
should be, on the parties themselves. A 
settlement by them, albeit after a resort 
to strike or lockout, is preferable to a 
decision imposed by a third party which, 
in the long run, docs not promote indus¬ 
trial ixrace. 

Proposed Penalties 

It is proposed that if u strike is found 
by the IRC to be unjustifiable the work¬ 
men would be disentitled to wages, and 
conversely if a lock-out is found unjustified 
the workmen would l’>c entitled to full 
w'ages. But such niattci's are seldom 
referred to the decision of industrial autho¬ 
rities and arc usually settled as part of the 
settlement when the main dispute is settled. 
Whether the proposed provisions for 
penalties will discourage resort to strikes 
remains to be seen. 

The recommendation of the majority of 
the Commission that the IRC should be 
empowered to determine the majority union 
in case of dispute either by a secret ballot 
or by verification of membership has been 
strongly dissented by four members of the 
Commission who have expressed the view 
that the balance of advantage is in favour 
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of verified membership and that on this 
matter, by giving a discretion to the IRC, 
the majority of the Commission has failed 
to take a decision on a vital subject ^^hich 
will have a great say in industrial relations 
in the country. There is force in this 
view. 

Under a secret ballot a union which 
in fact has a lower membership can whip 
up agitation at the lime of the ballot, and 
sway the workers. From the point of 
view’ of the employer also it will not be a 
good thing if the union which makes the 
most extravagant promise.s to the work¬ 
men, whether the industry can afford or 
not or which vilifies the employer may 
obtain an advantage. Again the induce¬ 
ment to workers to join union w'ould he 
less if non-members arc given the privilege 
to vote in such a ballot. There is therefore 
much force in the view that verification of 
paid membership is the best method of 
determining the majority union. 

The Commission’s view that a nationu! 
minimum wage is not feasible has been re¬ 
ceived with dissatisfaction by some unions; 
but the view is realistic. A national 
minimum is not feasible if related to con¬ 
ditions in advanced regions and would 
be of little practical benefit if related to 
conditions in less-developed areas. But 
the Commission’s view of fixing minimum 
on regional basis is open to serious criti¬ 
cism in view of the wide disparity in the 
capacity of industries.. 

Unrealistic Measure 

A regional minimum for agricultural 
labour and industrial labour would be 
completely unrealistic. The existing sys¬ 
tem of fixing minimum wages under the 
Minimum Wages Act, on the recommenda¬ 
tion of the committee appointed for the 
purpose in sweated industries or industries 
in which wages are particularly low and 
workmen are not well organised is pre¬ 
ferable. The existing system also ensure.s 
flexibility by providing for different mini- 
mums for unskilled labour and various 
gradations of semi-skilled and skilled 
labour. It would not be feasible to 
fix a regional minimum as skills in 
various industries would differ. 

The Commission's rejection of the pro¬ 
posal for a contmon labour code is also 
realistic. It is not feasible to cast over 
a hundred existing central and state enact¬ 
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ments on various subjects in one uniform 
mould. 

The Commission's views on u number of 
other matters also bespeak rcali.sm and 
robust common sense : for instance, its 
endorsement of the view that ffJicraos arc 
not u legitimate form of union activity. 
Its not tinkering with the bonus formula 
which has been evolved after long labours 
of the Bonus Commission and subsequent 
enactments is wise, as to do otherwise 
would only oi^n the floodgates of ct>ntro- 
versy on this subject without doing any 
good to the workmen or to industry. The 
view that automation should be allowed on 
a selective basis subject to certain safe¬ 
guards is eminently reasonable. 

The Commission has rightly observed 
that wages beyond certain IcveLs 
must reflect productivity, although the 


THERE being necessity of production- 
oriented finance for increased agricultural 
output to serve the teeming millions of 
our country, various methods of finance 
have been evolved for the agriculturists 
providing them opportunities to tap the 
sources and utilise the funds in the field of 
agriculture. To provide assured finance 
for productive purposes, the Agricultural 
Refinance Corporation came into being 
to develop major agricultural projects 
through the land development or 
land mortgage banks. The Corporation 
was given a statutory shape under the 
Agricultural Refinance Corporation Act 
passed on May J, 1963, with an issued 
share capital of five crore^ rupees. The 
major shai*choIders of the Corporation 
are the Reserve Bank of India, the central 
land mortgage banks and the apex co¬ 
operative banks holding 86 per cent of 
shares and the rest are held by the scheduled 
banks and insurance companies. The 
shares of the Corporation arc guaranteed 
by the central government with minimum 
dividend of 41 per cent per annum. The 
government has also granted interest-free 
loans of five crore rupees and the Cor¬ 
poration can raise fUnds through long-term 
deposits and by issue of debentures. 

Like other financial agencies, the Cor¬ 
poration does not involve in direct financing 


application of the principle poses several 
problems because of difficulties in measure¬ 
ment. Recognising that any sustained 
improvement in real wages cannot be 
brought about without increasing produc¬ 
tivity, the role of incentive schemes with 
provisions for a fall-back wage has been 
rightly emphasised. 

The Commission, while sympathising 
with the workers’ claim for a need-based 
wage, has rightly stre.ssed that the capacity 
of the industry is relevant in fixing wages. 
On the other hand, the increase proposed 
by the majority of the Commission of the 
provident fund contribution # under the 
Employees Provident Funds Act from 6f 
per cent to 8 per cent and, in industries 
where it is 8 per cent, to 10 per cent with¬ 
out reference to the capacity of the indus¬ 
try concerned and the benefits of existing 
gratuity schemes is open to objection. 


to the agriculturists but through the 
established long-term financial institutions 
in the co-operative sector. 

The Corporation’s special schemes are 
intended to be implemented within com¬ 
pact areas, with close supervision, economy 
in administration, co-ordination among 
technical and non-technical agencies asso¬ 
ciated with the development programme, 
necessary state assistance, and guarantees. 
All these arc pointed towards deve¬ 
lopment of agriculture in different 
spheres, bringing about a change from 
the orthodox system of land develop¬ 
ment and proper utilisation of loans. 
Agriculture has yet to be accorded 
high priority despite all efforts made 
'in the direction of agricultural development 
in the three Plan periods. The need to 
raise production considerably by land 
improvement and by increased use of 
quality seed, chemical fertilizers, pesticides 
and insecticides along with bringing more 
land into cultivation deserves pointed atten¬ 
tion. Ultimately, the feng-term finance 
given to the agriculturist can help him in 
satisfying the above need so as to stren¬ 
gthen the rural economy of the country. 

One of the basic needs at present is the 
facility of minor irrigation which involves 


Role of Agricultural Refinance Corporation 
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coAstructiOa of opoa welU Md ,insuUa« 
tion of pump*sets. The Agricultural 
ReHnApoe Corporation provides refinance 
facilities for all such schemes formulated 
for the benefit of the farmers. In Maharash¬ 
tra» where such minor irrigation schemes 
are very common, suitable compact areas 
are selected where sufficient water can be 
available from rivers to cover the pro¬ 
posed area. 

gcofioitilc Angle 

Similarly selection of compact areas 
is vital to give irrigation facilities to 
the intending cultivators joining lift irri¬ 
gation schemes. Technical guidance 
and easy availability of electricity are 
certain other factors which can help 
installation of tube-wells, layout of chan¬ 
nels, construction of wells and 
electrification of the projects. To avoid 
technical difficulties, the lift irrigation 
schemes are designed by the concerned 
technical departments such as irrigation 
and power departments of the concerned 
state governments who can determine the 
site after preliminary examination about 
the feasibility of the scheme. 

It has therefore been found desirable 
under the scheme set tip by the Corpora¬ 
tion to cover irrigable area of 100 acres 
within a compact site. The cost of 
development should be such that nor¬ 
mally the cost docs not exceed Rs 1000 
per acre. The lift irriijaticn co-operative 
society so formed in the area can obtain 
loans from the land development bank 
or mortgage bank and the member has to 
offer his land as security for irrigation and 
authorise the society to mortgage the same 
as security for loans for carrying out land 
improvement, purchase of machinery and 
construction of the project. The machi¬ 
nery and the construction work may form 
collateral security for the loan. The central 
land mortgage banks of states will obtain 
the required finance by way of refinance 
facilities from the Corporation and will 
finance it through the primary land mort¬ 
gage banks to the lift irrigation societies. 

Where there is no lift irrigation co-opera¬ 
tive society, the finance can also be made 
available to a group of cultivators prefer¬ 
ably where there is an organisation like a 
co-operative sugar factory to implement the 
scheme. The Corporation, no doubt, lays 
down certain conditions like availability of 
sufficient water for the proposed cropping 
pattern^ availability of construction 
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and supply pf eleo tc icily on 
priority basis, sufficient technical guidance 
and contribution of share capital by govern¬ 
ment in the lift irrigation society to the 
extent of at least 10 per cent of the cost of 
the scheme. 

This is no doubt a good scheme which 
has been taken advantage of by such states 
as Maharashtra where the Corporation has 
sanctioned 13 schemes involving a total 
outlay of Rs 94.03 lakhs and it intends 
to sanction another 25 lift irrigation 
schemes involving Rs 83.80 lakhs. In Orissa, 
the scope of utilisation of resources under 
the lift irrigation schemes is very bright 
on the Mahanadi River at Banki having 
a catchment area of 50,000 sq. miles. The 
population of Banki I & II Blocks is 
more than 1.12 lakhs and the only 
profession of these people is farming. 
There is excellent scope for growing cash 
and other remunerative crops throughout 
the year and also increase the crop yields 
with timely water supply through irrigation 
facilities. 

Benefits to the Cultivator 

The agricultural department has 
worked out a variety of cropping 
patterns to suit the area in different 
seasons. It is calculated that the 
total area to be benefited from the 
scheme will be 4,198 acres, and the crop 
acreage that can be benefited is 10,495. 
Since water is available all round the 
year, the expected agricultural return 
is valued at Rs 148.99 lakhs of which the 
annual expenditure including production 
cost will be Rs 70.86 lakhs, thus leaving a 
benefit to the cultivator to the extent of 
Rs 78.13 lakhs per annum. 

The Corporation has also evolved a 
scheme for tractorisation of agriculture and 
refinance facilities are available from it for 
purchase of tractors. Modernisation of 
agriculture, viz., change over from 
country ploughs to tractors, ensures 
better tilling of soil resulting in better 
soil preparation and giving better 
response to improved techniques of agri¬ 
culture. Multiple cropping is possible 
with sufficient degree of mechanisation of 
farms. It has been experienced that by 
introduction of tractors there is likely 
to be five per cent addition to the cropped 
area with sufficient rise in intensity of cul¬ 
tivation. 

The scheme of tractorisation is in¬ 
tended to allow individual farmers in 
compact areas with large holding of lands 


to possess tractors oi; to enable tiM sery^ 
co-operative societies to imctorafor 
the benefit of their members ^ying small 
holdings. The small cultivators through 
the service co-operative society can obtain 
loans from the central land mortgage bank 
under refinance facilities from the Corpora¬ 
tion for the purchase of tractors and the 
service co-operative society can take up 
ploughing of land of its members on pay¬ 
ment or hire basis. The tractor co-operative 
or service co-operative is to obtain power 
of attorney from the beneficiary cultivators 
authorising the society to mortgage their 
land to the central land mortgage bank 
in consideration of the loan raised for the 
purchase of tractors and the central land 
mortgage bank can float special debentures 
against these mortgages to which the 
Corporation can contribute. 

Like other economic schemes, the 
tractorisation scheme would also insist 
on perennial irrigation facilities, assured 
inputs, multiple cropping and avail¬ 
ability of labour resources for success¬ 
ful implementation of the programme. In 
Orissa, long before the scheme of the ARC 
was thought of, in the lADP district of 
Samba]pur, some of the service co-opera¬ 
tive societies in the irrigated blocks pio¬ 
neered a tractorisation programme for 
the benefit of their members. It will be of 
advantage to both the big land owners of 
such districts as Kalabandi and for small 
holders of other districts to adopt the 
scheme through service co-operatives by 
forming separate tractor societies. 

Plantation Schemes 

The Corporation has also included in its 
programme refinance facilities for spedal 
development schemes for plantations or 
other crops involving large initial outlay 
and preparation of land coming under 
the command of major or medium projects. 
The imponant among the plantation 
schemes are coconut, cashewnut, arecanut, 
coffee, tea and rubber. The Corporation 
gives refinance facilities for new planta¬ 
tion, replantation, vacancy filling, mainte¬ 
nance of immature area, installation of 
processing machineries, construction of farm 
houses required for labourers, purchase 
of irrigation equipment and for repayment 
of old debts incurred for development 
purposes. Like other schemes, every 
plantation scheme must cover a compact 
area having irrigation facilities, phased 
development programme, processing re¬ 
quirement, availabJe technical guidance 
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and supervision and marketing facilities. 
The economics of such schemes will have to 
be drawn up so that the cultivator brought 
under the scheme will be able to maintain 
his family and retain a margin of profit 
after repayment of his loan instalment. 

Oood OrganliaCion 

Orissa has good scope for such prog¬ 
rammes and in fact the scheme of coconut 
plantation has been in operation since 
1966-67 in the coastal districts of Puri, 
Cuttack and Ganjam. It is also proposed 
to cover other areas of coastal districts 
and develop existing districts having facili¬ 
ties of coconut plantation. By June 30, 
1968. loans disbursed by the central land 
mortgage bank under the coconut develop¬ 
ment scheme was Rs 4.7 lakhs. 

The Soil Conservation Organisation of 
the Government of Orissa has proposed 
cashew cultivation in private holdings in 
the coastal belts of Puri, Cuttack, Balasore 
and Ganjam districts in 4,000 acres 
spread over a period of five years involving 
a total loan of Rs 32 lakhs. The Soil 
Conservation Organisation has experienced 
[success in the growth of quality nuts 
in about 3,000 acres of idle government 


EASTERN ECONCM4IST 

land in the coastal districts and its suc¬ 
cess will naturally attract other cultivators 
of similar type of land to undertake such 
plantation. 

Plantation of citrus and guava fruit 
in the Roraput district has also been 
proposed by the Soil Conservation Organi¬ 
sation which may cover 1,500 acres in a 
period of five years. The central land 
mortgage bank can finance their plantation 
schemas with the approval of the Corpora¬ 
tion. 

Great Role 

Tea and coffee are cosily plantations 
and expenses incurred in new planting, 
replanting and vacancy filling may vary 
from Rs 3,000 to Rs 4,000 per acre for 
tea and Rs 2,000 to Rs 2,500 per acre for 
coffee. All these plantations can give a 
return to the farmer after a lapse of 
some years. The Corporation has therefore 
a great role to play for providing loans 
under special terms to these cultivators. 

Besides, the Corporation has also sanc¬ 
tioned refinance facilities for such schemes 
as soil conservation, fisheries and poultry 
farming. There is scope for financing 
piggery and dairy industry thereby giving 
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assistance to multHagricuitural develop¬ 
ment of the country. 

While each scheme of refinance has Us 
own special features, the general problem 
of the Corporation is to ensure utilisation 
of funds for the purpose for which h is 
granted. The responsibility for guiding 
and supervising the implementation of each 
of the development schemes lies with the 
land mortgage banks. There should be 
an effective cell within the central land 
mortgage bank to analyse each situation or 
problem and offer suggestions for clearing 
the bottlenecks. They should also examine 
the adequacy and proper utilisation of 
finance by means of follow-up^action. 

Education of fanners on the proper 
utilisation of loans for development of our 
agriculture needs hardly any emphasis. This 
should be attended to by the agency chan¬ 
nelling the finance. The Corporation can 
go a long way to bring about a revolution, 
in the development of agriculture and 
allied industries in the country, if the 
schemes proposed for implementation are 
rightly understood, promptly attended to^ 
and properly executed by all concerned 
with the programme of agricultural deve¬ 
lopment. 
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Think: 

Is it possible for you—• 
without saving—to make 
expensive purchases 7 
to meet unexpected 
expenses ? to provide for 
your children's education, 
or your own retirement 7 

Think: 

Is it not foolish to try to save 
anything at the end of the 
month—when you may not 
have anything left to save 7 

The proper way to 
save is to put aside, 
reguiariy every 
month, in a Savings 
Bank Account with 
Bank of india, say, 

10% of the income and 
limit the expenses to 
the remainder. 


Bank of India 


• tf jtm bank well with the Bank of India, you can well bank on the Bank of India. 
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WINDOW ON THE WORLD 

MOBILITY OF LABOUR IN EUROPE 

JOSSLEYN HENNESSY 


I 

••FULL EMPLOYMENT** Vi UNEMPLOYMENT 

LONDON: 

FEAR of unemploymcnl has often shut out economic realities. 
Thus when those bom in France after 1946 (following the post¬ 
war rise in the birth rate) entered the labour market, many 
Frenchmen assumed that the number of jobs available was as 
rigidly fixed as the square indcs of French territory and that a 
rise in unomploymmt was therefore inevitable. This was a 
mistake as the multiplication of the number of jobs since the war 
in HoJJand, Switzerland and West Germany bears witness. 
Those who talk about the West Germ in “miracle*' after the 
disasters of 1945 often overlook that the recovery was based on 
the influx of workers (refugees and displaced persons), who were 
exceptionally mobile whether judged from the viewpoint of skills, 
professions, or geographical movement. 

Technological advance and the continuous adaptation of 
the supply of goods and services to the continuous modifica¬ 
tions of demand always implies flexibility of professions or skills 
in the labour force, often accompanied by physical movement 
from one place to another. 

Bat Ic Truth 

When, however, traditions or institutions rigidify the distribu¬ 
tion by skill and/or locality of the labour force, foreign competi¬ 
tion erodes employment and technological progress; unemploy¬ 
ment gradually spreads. This basic truth is almost universally 
overlooked in popular thinking about “full employment*’. 
Readiness to quit one firm for another, to change jobs, professions, 
or residences is one of the essentials for economic and social 
progress. There is, at any rate in the UK, a traditional difference 
in outlook here between the so-called working and middle classes, 
for whereas the working classes tend to look on the changing 
of a job or of a place of abode as at best an inconvenience and 
at worst a hardship, the middle classes regard changes of 
employers and removals to another district, province, country, 
or continent, as normal steps on the path to beticrinent. 

As 1 wrote these words, I paused to count the number of 
changes of job and abode in my own working life. I find that 
between 1925, when I left Oxford, and 1953, when t became 
iself-employcd as an economitst, 1 changed jobs eight times in 
those 28 years. To France, after three years in the UK. To 
New Delhi after nine years and three different jobs in France. 
To the USA after four years in India. Thereafter four years later 
back to India for another spell of seven years, this time in Calcutta. 
Since returning to the UK in 1953, 1 have changed my abode 
only once, but my work involves economic study tours of several 
European countries every year. 

MobUity of latour does not, however, necessarily mean such 
a nomad's life as I have led (and enjoyed): basically it means 
enabUng workers to move to jobs with better prospects or to 


find another if one job comes to an end. That at any rate was 
what William Beveridge maintained in his Full Employment in a 
Free Society (London, 1944) better known as the “Beveridge Plan” 
of postw'ar fame. Whereas too many people in too many countries 
have come to think that they have a right to slay in one job in one 
place ai a steadily (or even rapidly) rising wage all their lives, 
Beveridge stressed how important mobility was. He insisted 
that the aim of a full employmem policy was not to eliminate 
unemployment—which would in fact paralyse the economy by 
freezing the distribution of labour, both in skills and in i(x:aHtics— 
but, without diminishing mobiliiy of labour, to reduce unem¬ 
ployment to brief periods of transition between jobs, including 
possible re-training. 

II 

CHIEF FORMS OF MOBILITY 

The socio-professional distribution of the labour force and 
its physical movements from place to place are relatively recent 
subjects of economic study. Available statistics arc few and far 
between. First rate studies on professional mobility have been 
published in France since 1966, but statistics on geographical 
migration are less accurate and the oldest arc usually by-products 
of administrative surveys carried out for other purposes. 

Because in France it is customary to award a medal to those 
who remain in the same firm (or at most in two firms) for 25, 30, 
or 40 years, some commentators have criticised the French long- 
service medal as an obstacle to labour mobility, or at least as 
a wrong headed propensity to promote immobility. In the report 
on the subject in the latest issue of its Review, the Banque Na- 
tionalc dc Paris suggests that this is not necessarily fair criticism 
because big enterprises usually have several establishments and 
their employees, especially if they aspire to promotion within 
the firm, have, without changing their employer, opportunities 
of changing not only the particular establishment, hut also the 
town and sometimes their profession or skill. 

Changes of appointment within a firm, or from one of its 
establishments to another (available statistics do not distinguish 
between the two), are the most usual type of labour mobility. 
Even in the special case of Japan, where contracts of unlimited 
duration are widespread, changes of jobs within firms arc frequent. 
Until recently the Japanese labour market w^as divided strictly 
into two: there existed, on the one hand, almost perfect job 
security for the staff and specialised workers of big firms, while 
for the majority of the population, signed on for limited periods 
by the big firms or the numerous sub-contraclors, extreme 
mobility was the rule, leading workers to retain their links with 
their villages on which they could fall back in lime of recession. 
The Japanese labour market is, however, now moving towards 
conditions common to most industrialised countries. 

In France, one member of the labour force in every five changep 
his establishment (though not neoessarily his firm) once between 
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1959 and 1964. The rate of intcr-establisbmcm mobility varies 
in different categories or skills of labour. The rate of change is 
above average among employees in commerce and among the 
so-callcd working classes and it is below average among clerical 
workers and higher executive staffs. Tlic rate also varies accor¬ 
ding to the size—the bigger the establishment the lower the rate. 
Finally, the rate is different in French state and private enterprises; 
resignations from the staffs and personnel of state enterprises 
towards private enterprises arc double the numbers recruited. 
If this trend persists, one wonders how long state enterprises 
in France can survive. Perhaps denationalisation will occur 
not by act of the legislature but by natural wastage I 

Changes from one establishment to another are usually accom¬ 
panied by some modification in job content. Two-thirds of 
French workers who changed employers or establishments 
between 1959 and 1964 changed at the same time the content 
of their jobs or the sector of their activity. Furthermore, investi¬ 
gations in the UK and the USA have shown that 20 to 40 per cent 
of changes of profession or skill are made without changing 
employer; stability in the enterprise docs not exclude professional 
stability. The extent of the changes in branch or sector of activity 
and of the changes in skill or professitm obviously raise problems 
of statistical collection and definition, so that international 
comparisons must be treated with caution. 

Inter-Sectoral Mobility 

There is clear evidence of inter-sectoral mobility in France; 
at 20 million the total of the labour force has not changed since 
the beginning of the century. It follows that the profound changes 
in the structure of professions and skills must be due to 
the preference of young people for expanding professions and 
sectors, to the increase in the age of groups in dwindling sectors, 
and to professional mobility. The recent rates of inlcr-scctoral 
mobility (the percentage of the labour force employed in a sector 
in 1959 and which has left that sector for another between 1959 
and 1964) averaged between 13 and 14 per cent in France; the 
rates are higher in domestic personnel (women) and in agricultural 
and food industries (men) and lowest in state administrations 
(women) and in the building industry (men). On the whole, 
inter-sectoral movements appear to be still more frequent in 
West Germany. 

The changes in the distribution of the labour force between 
the big socio-profcssional groups emerge clearly over longer 
periods: thus between 1900 and 1960 tJie percentage of unskilled 
workers, day labourers and house servants in the total population 
fell from 29 to 6 per cent in the USA, while the percentage of 
staff employees, technicians and professional employees rose from 
28 to 46 per cent and of skilled workers from 43 to 48 per cent. 
It is difficult to dig out more detailed facts because the classifica¬ 
tions of professions or skills are apt to be broad and, within enter¬ 
prises, changes in categories often go unnoticed. A recent in¬ 
vestigation ascertained that about 80 percent of salaried employ¬ 
ees in the UK did not change their profession betwen 1953 and 
1963. In France, the professions where the greatest stability 
is found arc those of engineers, the legal professions, and those 
which arc concerned with health (the rate of change runs from 2 
lo 5 per cent); the strongest propensity to change (between 25 
and 30 per cent) is found in the textile and electrical industries; 


in these industries, however, the most mobile workers are young 
w'omcn who seek only temporary employment. 

Geographical mobility is both less frequent and more dijfftcult 
to measure than professional mobility. If foreign workers are 
excluded, agricultural workers make up the majority of migrants. 
But surpluses of agricultural labour are on the way out in all 
industrial countries. For example, the percentage of the labour 
force employed in agriculture in the UK already down to 8 
per cent in 1911, had fallen to 6 per e'en! by 1931 and to 4 per cent 
by 1965. This percentage has fallen more slowly in the USA 
(from 25 per cent in 1939 to 6 per cent in 1965), in West Germany 
(30 per cent in 1926,10 per cent in 1967), in France (36 per cent 
in 1931, 16 per cent in 1967) and in Italy (48 per cent in 1936, 
24 per cent in 1966). 

Professional Rogroupmant 

In France, the fall in the agricultural labour force, from eight 
million in 1862 to less than three million in 1962, has 
come about by both professional and geographical regroupment: 
40 per cent of those who left agriculture between 1959 and 1964 
also changed thc/r place of residence. But even in a country such 
as the USA, which has a reputation for exceptional labour 
mobility, geographical removals are less frequent than those 
between sectors of activity. As in France, migrations arc generally 
limited; the trend is for progre.ssive increases in small rural centres 
of activities connected with agriculture followed by increases in 
the nearest zones of industrial or urban population, often extending 
over several generations. 

Two kinds of statistics of internal migrations exist in France: 
the net balance in migrations between the 21 regions arc probably 
more significant of the geographical mobility than the statistics 
of movements between parishes. Between 1954 and 1962 the 
regions of Paris (plus 13.8 per cent), of Provence Cotes d'Azur 
(plus 11.6 per cent), and Rhone-Alpes (plus 7.6 per cent) expe¬ 
rienced big increases in salaried employees because of their favour¬ 
able balances between inter-regional migrations and because of 
the arrival of numerous Algerian repatriates, whereas 
Basse-Normandie (minus 9.7 per cent) and Bretagne (minus 9.9 
per cent) experienced losses. The regions in which the urban 
cross-section of job opportunities is greater, as in Alsace and in 
Rhone-Alpcs, experience most internal mobility, and this is why 
mobility is relatively limited in such regions at Piccardy, the 
Centre, Burgundy, and Bassc-Normandie, which, in addition, 
also suffer from the pull of the heavily industrialised and populated 
region of Paris. 

Ill 

PROMOTING LABOUR MOBILITY 

State intervention to facilitate the mobility of the labour force 
and to counter any consequent hardships for the workers has 
increased in all countries. One type of measuif seeks to promote 
the “transparency** of the market, another seeks to reduce 
“stickiness”. 

Market transparency is improved by centralisation and pub* 
lication of information conoeming Jobs offered and sought. In 
France, from the beginning of the 18th century workers* mutual 
friendly societies sought to supply theh members, classified by 
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$kl)l and by locality, with information to find jobs more rapidly 
and to compare the advantages and disadvantages of different 
jobs. Labour exchanges were first set up in the most important 
cent! cs between 1887 and 1901. 

The need for the organisation of a single national labour 
exchange was only fell in France when the need arose to redistri¬ 
bute 800,000 workers repatriated from Algeria throughout the 
whole country. A national labour exchange was provisionally 
inaugurated in Marseilles in 1962 and this was the forerunner of 
the present national exchange which, beginning work in the 
Parisian region, has progressively covered job opportunities and 
job seekers throughout France. A similar national labour 
exchange has been created in Italy where the need was specially 
great because of the chronic underemployment in the Mezzogiomo 
(South Italy); the Italian Labour Exchange not only collects 
information concerning vacancies in Italy but covers labour 
markets throughout Europe which attract several hundred 
thousand Italian workers for longer or shoiler periods. 

In Sweden, techniques aimed at making the market transparent 
have achieved high efficiency. By maintaining permanent contacts 
with all employers, a tripartite national bureau, the AMS (cove¬ 
ring the state, employers, and wage and salary earners), working 
through regional and local offices has close and detailed knowle¬ 
dge of the labour market both by sector and by locality. Informa¬ 
tion concerning job opportunities is publicised not only through 
the newspapers but also through the regional bulletins of the 
AMS and by radio and television. Numerous facilities also en¬ 
courage labour mobility, such as retraining and rehabilitation 
courses, grants in aid of travel and removal of household effects. 

Aversion to Change 

The average worker in all countries is averse to changing 
skills, enterprises, or places of abode. Governments have deve¬ 
loped various measures to facilitate mobility. Where institutional 
obstacles to moves from one place to another exist, the public 
authorities or professional bodies have sometimes taken powers 
to modify institutional rules which prevent workers from changing 
their cipployment. The modification or even the prohibition of 
the corporate rules which govern certain professions should be 
more widely tackled. The institution by the state of an inter¬ 
professional and national system of social security has rendered 
obsolete the traditional need to spend a great number of years 
in apprenticeship to a particular firm or craft in order to qualify 
for insurance, family allowance, or pensions. The signature by 
the representatives of French employers and salaried workers 
of inlcr-profcssional agreements on unemployment in 1968, 
and on security of employment in 1969, has helped to reduce 
hardships resulting from economic recessions or the closing dow'ii 
of enterprises. 

It is above all by developing professional or vocational educa¬ 
tion, especially by prolonging the period of compulsory education, 
and in multiplying the possibilities of adult education, retraining, 
and rehabilitation, that governments can promote labour mobility. 
Practical on-the-job training without officially recognised codes 
or standards may reduce mobility because it is frequently in¬ 
complete and in any case docs not enable a job-seeker adequately 
to specify his skills. 

Certain regions or localities cannot recruit workers which they 
ficed unless they can provide satisfactory lodgings or housing. 


The converse of tlii.s is w hen ownership or use of lodging or housing 
makes the worker reluctant to leave a locality or even a particular 
establishment, Thus, on the one hand, by promoting the building 
of housing in regions lacking workers ihc authorities eliminate 
one of the chief obstacles to the geographical mobility of workers, 
on the other hand, the procedure whereby a house or lodging 
furnished by an enterprise is acquired tends to slow down changes 
of abode and consequently of employment. Problems arising 
over the education of children can also hinder mobility. They 
occur when an enterprise is decentralising its operations and 
especially concern requirements for secondary education. Finally 
the needs of women workers arc often overlooked. A wife who 
accompanies her husband to a new place of work frequently 
is herself in need of a part-time job to help balance the family 
budget; innumerable workers willing to move from one place to 
another arc in reality seeking not one job but two, one for them¬ 
selves and one for their wives. 

A Vital Factor 

Professional and geographical mobility of labour is a vital 
factor in economic growth because it boosts productivity. The 
movement of workers from one place to another is usually towards 
establishments which, because they are more efficiently organised, 
or have more modern equipment or a more suitable site, can 
offer above average material or financial advantages : higher pa; 
better conditions of work, prospects of promotion, job security, 
or housing facilities. It follows that the migrations of professional 
or skilled workers from one place to another arc usually as 
beneficial for the individual as they are for the economy. 

It nevertheless remains true that the migration of workers 
does raise serious problems, as much for the individual as for the 
economy. On the one hand, it imposes sacrifices, or at least 
temporary inconveniences, on the individual both from the pro¬ 
fessional and family viewpoints. On the other hand, by allowing 
concentrations of population on privileged centres of development, 
labour migration can sometimes lead to heavy increases in the 
costs of the public services and the infrastructure generally and, 

^a.5t&tn Hconomiit 25 l^ea.t6 

SEPTEMBER 22. 1944 

Strangely enough, the most damning indictment of the economic 
policy of the Government of India in the war period is provided by the 
Report of the Re.serve Bank on Currency and Finance for 1943-44 
which is just published. The survey it makes of the economic war 
effort of other countries record facts which cannot but compel a 
contrast with the miserable tale of missed opportunities in tJiis 

country. We shall quote facts and figures. In the U.S.A., there 

was a phenomenal expansion of output. The physical volume of total 
industrial production (base 1935-39-100) reached a new high level 
in December 1943 at 241 as against 223 and 176 respectively in 1942 
and 1941; income payments during December 1943 stood at 224.8 as 
compared w ith 193.4 and 153.9 at the end of 1942 and 1941; and the 

national income is estimated at SI35 billion for 1943 as against $ 

117 billion in 1942. Altliough nearly half of the production is devoted 
to war purposes, the increase in production has been so great that 
the standard of living in America has risen above the pre-war level, 
in marked contrast to the position in every other country in the world 
at present, whether belligerent or neutral. The position of the Uiutcd 
Kingdom is also quite comfortable. 
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in !hc zones whicli are losiiTj* workers, they can lead to the under¬ 
employment of the public ser\ ices and to the waste of public plant 
nnd equipment which may still have many years of life. This 
suggests the need for a national labour mobility policy to lake 
into account appropiiate social measures and planning for balan¬ 
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ced regional redeployment of labour. 

Sources and Acknowfedgement : The foregoing is based upon 
a report in the latest issue of the Review (published in French) of 
the Banque Nationale de Paris but tHV bank is not responsible 
for my interpretation or comments based on a variety of sources. 


THE BALANCING ACT 

E. B. BROOK 


VIIVNNA : 

IN about a fortnight one of the most momentous annual 
meetings of the International Monctaiy bund will begin in 
Washington. It will be momentous because it seems possible that 
a lead may be given to the monetary world of which it has been 
in need for over two years and most urgently since the near- 
disastrous meeting of finance ministers in Bonn ten n\onths ago. 
There is a possibility that the United Stales will take an initiative 
towards setting up a more flexible exchange rate. 

This project has. of course, been under review in various 
guises ever since financial crises beset the exchanges, ever since 
the rigidity of the prcseiil exchange system and the weakness of 
several leading nations* resources combined to place the value i>l 
everybody's money at the dubious meicy of sijeculators and of 
large corporations nervously seeking shelter for their capital in 
the currently mi'si Viiluablc and safest currency. 

There ha\e been runs into the US dollar, the Kicnch franc 
and the West German mark at various times with weaker curren¬ 
cies such as the pound, the Danish kroner and, finally, the Prcnch 
franc struggling to maintain (heir values by running down na¬ 
tional resources and finally succumbing to devaluation. 

^'Crawling Peg” 

The nervous strain on all who handle national, corporational 
and even personal finance has been immense and almost conti¬ 
nuous. The academic economists Jiave been called on for ideas 
and have pri>duccd them in plenty. The generally most acceptable 
has been the oddly and rather nastily named “crawling peg*' 
concept of monetary values being allowed to move freely within 
a wider, but still fairly narrow, margin. 

The essential point of the American pioposaI which is likely 
to come bclV>rc the (Mb annual meeting in Washington in the 
cautious form of a proposal for its study, appears to be a version 
of this “crawling peg" idea combined with a suggestion of less 
financial passivity in wailing for crises to hapi-ien and more 
energy in maintaining what som: ivcoplc are beginning to call 
“dynamic parity." 

The economic and financial woilds are certainly full of new 
and striking phrases but the accent will almost certainly remain 
on fundaineniai caution. The new idea, if it is pul forward, will 
probably l>c submitted for sludv either by IMP expens or by the 
Group of Ten. Nolliine will cmerg; from any such studies this 
year: no fiii.incial saUation plan will be ready till next year and 
may not be put into action before 1^71. 

Ihc Am.'iicaiis would certainly not ha\e come to the point 
of proposing that varieties of (he “crawling peg thesis" be studied 
unless they had receixed encouragement in this project from 
final cial inmistrie.s and central bank officials in IUiro|x:. The 


French, the West Germans and the Italians have given varying 
degrees of supiiort to the idea. Oddly, it is the British, whose 
pound would be protected most by a “crawling peg" exchange 
fvitc as its competitive position declinc.s, who are least warm in 
support. This lack of support of remedial proposals is beginning 
to put the British a little out in the cold in intcrnutiort^l offieiaf 
financial circles. 

A number of factors have helped to make adjustment in the 
foreign exchange system less difficult. Ratification and agreement 
to activate the International Monetary Fund's Special Drawing 
Rights up to £3,960 million over the next three years have pro¬ 
vided for liquidity expansion and given a badly needed and most 
valuable example of co-otwration and what can be achieved by it 
in international finance. 

Two-Tier System 

Another area of progress has been the success of the two-tier 
gold price system A third constructive event was the devaluation 
of the French franc and the ski I fulness of its accomplishment 
in contrast to the clumsy movements in Britain nearly two years 
ago Now it remains, once their election is out of the way, for the 
West Germans finally to clear the way for long-term financial 
reconstruction by raising the value of their mark. Until current 
values arc all realistic it would be incautious to pul cxtKiiments 
even into the stage of serious expert examination. 

It is to he hoi-ied that the British will not be over-intimidated 
by their continuing imbalance of payments from taking part as 
fully as possible in the IMF discussions. To he impeded by 
present difficulties from taking part in initial consideration of a 
great experiment designed to make exchanges freer would be a 
short-sighted mistake. 

The problem facing the major industrial countries in Europe 
and America is that balance of payment imbalances arc very 
large and show no signs of growing smaller. The combined 
surplus on cm rent account last year of West Germany. Japan 
and Italy was nearly £2,710 million, a six-fold growth -since the 
early sixties. By conira.st, the combined position of the 
United States. Britain and France showed a current account 
deficit of some £ 850 million, compared to a surplus of £ l,5(K> 
million in the early si\lic.s, a loss of over £ 2,000 million. 

There is no sign of this direction of surpluses and deficits 
changing and attempts to correct the imbalances by manipiilaling 
capital movements are no answer to the problem. 

By fur die most preferable solution would bc1fo use the me¬ 
chanism of exchange rate adjustments already laid down by the 
IMl'^ and to control domestic demand. If competitive devalua¬ 
tion is to be avoided, exchange rates will have to be made symme¬ 
trical. Surplus countries must assist by periodically revaluing 
their currencies, a process that would be made easier and more 
acceptable to governments and |M:oplcs if the greater exchange 
flexibility of the “crawling peg" type wcie in existence. 
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THE notorious‘‘unity’* resolution of the Cong¬ 


ress Working Coininittcc lias proved to be as 
brittle as the ceasefire in the Suez Canal zone. 
Side by side with the vigorous regrouping of 
forces, leaders of the warring camps are ex¬ 
changing allegations and challenges across the 
barricades. The Prime Minister has declared 
that she has assigned to herself the Gandhian 
mtssion of cleansing the Congress of the Phari¬ 
sees. She has also made it known that, while 
she is quite able and willing to carry on this 
crusade,#single-handed, if need be, she is not 
entirely averse to availing herself of the sympa¬ 
thy and support of that famous 95 per cent 
of the Indian people who, as we all know, 
arc prepared to follow the “Leader". 

Not that Mrs Gandhi has not had enough 
provocation. Mr Kamaraj, that man usually 
of few words, has been almost eloquent in dis¬ 
puting Mrs Gandhi's claim that bank nationali¬ 
sation is the child of her Immaculate Concep¬ 
tion. This ex-president of the Congress has 
been firmly insisting on his share of the pro¬ 
nouncedly plural parenthood of this progeny. 
Simultaneously, the present president of the 
Congress keeps asserting^ the claims of “dis¬ 
cipline" as against the claims of “conscience". 
That three-time loser in the political game, 
Mr Morarji Desai, has donned the mantle of 
the prophets of the Old Testament and called 
upon Mrs Gandhi to confess her sms in public. 
Mr Jagjivan Ram, kept waiting for his reward, 
is naturally working overtime at his current role 
of the White Knight of Camelot. Mr Fakhruddin 
AIL Ahmed, wise man that he is, has however 
managed to find time for visiting his home stale 
w here he, no doubt, has his political and other 
zamindaris to mind or mend. In contrast, the 
irrepressible Mrs Tarkeshwari Sinha cannot 
resist the temptation to be where the action 
is and one must admire her terrier-like tenacity 
as much as one may deplore her promiseqous 
indulgence in the treacherous temptations ol 
the English language. 

The verbal fireworks, however, arc only 
the more superficial aspect of the continuing 
power-struggle in the Congress party. Despite 
appearances to the contrary, Mrs Gandhi's 
hold on the prime minkstership is only as firm 
as the advantage which the actual posses.sion 
of the office gives her. Nine-tenths, however, 
could be tantalisingly less than ten-tenths. 
Hence, the Prime Minister's liberal use of the 
tax-payer's lime and money for her current 
jravcls across the land. It is obvious that Mrs 
Gandhi is resolved to split the Congress party 
in every ‘prndesh' so that the organisational 
support for her opponent.s could be under¬ 
mined as extensively as possible. Her itinerary 
plainly suggests that she has expectations 
everywhere. 

It is cqualjx apparent that she i,s determined 
not to take chances. Tlius. Dr Jivrai Mehta 


lias been rc.surrcclcd to make trouble for Mr 
Morarji De.sai in Gujarat. Even Mr Chavan 
is not being left in peace and there are rumblings 
in the Congress organisation in Maharashtra 
which indicate that the Home Minister may 
well be in need of all those skills of survival 
attributed by history or legend to an earlier-day 
Shivaji. Nor is the position of Mr Kamaraj 
less uncomfortable Every dog has his day and 
Mr C. Subramaniam, for one, has undoubtedly 
been biding his time. Mrs Gandhi, presumably, 
has now given Iiim his green signal. 
As against the Prime Minister’s massive cam¬ 
paign of propaganda and persuasion, powered 
by the resources of government, the Congress 
president and his Light Brigade arc at an evident 
disadvantage. Nor arc their prospecis im¬ 
proved by the fact that this particular Light 
Brigade seems disposed to charge simultaneously 
in all directions. Before Mr Nijalingappa may 
hope to impose discipline with a capital 
on the Congress organisation, he should try to 
ensure that there is at least discipline 
with a small **d" in his own camp. 

Whether the mucli-advcriiscd polarisation 
of the Congress p<iriy actually takes place or 
not, several other poliiieal parties have started 
showing unmistakable signs of being infected 
with the virus. The Jana Sangh and the 
SSP appear to be coming apart at the seams, 
and as for the Swatantia Party, it has never been 
coherent enough to be even able to disinleg- 
rate. Phe saving grace, of course, is that 
the communist movement in the country too 
appears to be in no mood to forgo the luxury of 
fratricidal confrontation. There may be some¬ 
thing to be said after all for that alleged trait 
of the Indian characier, vi/., the itch to agree 
to disagree. 


While commenting on a newspaper carlot>n. 
which she did not iiiul particularly palatable, 
the Prime Minister some time ago unburdened 
herself of the sapient observation that one's 
height did not diminish with the whims of onc*'» 
critics. Her colleague, the Minister for F.\- 
ternal Affairs, is no douhl equally aware, per¬ 
haps painfully, of this truth that a person's 
height is not easy to change. Hence, evidently, 
his constant efton lo stand, metaphorically 
speaking, on his toes. Mr Dinesh Singh, how¬ 
ever, would do well lo become wise lo the 
fact that inexpert use of his ministry's 
publicity machinery may lower his stature 
rather than raise u. 

The build-up given to his talks in Kathmandu 
promptly brought diseojntilurc not only lo 
him but to the Cunernmeni of India. The 
lc.sson, unforiunaiely N'as not learnt by him oi 
his ministry. There uas a repetition im¬ 


prudent publicity when a mission from Nepal 
was recently here to discuss delicate and sensi¬ 
tive issues in 1ndo-Nepale.se relations. As a 
result, the damage done in Kathmandu w'as not 
only not repaired in New Delhi but was aggra¬ 
vated. Once again, the moral was lost on Mr 
Dinesh Singh and the Mini.stry of External 
Affairs. On the eve of hi.s departure to 
Hanoi to attend the funeral of the late Presi¬ 
dent Ho, the wildest speculations were en¬ 
couraged in the press in order that Mr Dinesh 
Singh's formal exercise in protocol might be 
arlificiaily boosted into a mission of great 
significance for war and peace. 

It was indicated that the minister had higli 
expectations of what he could accomplish dur¬ 
ing his sojourn in thecapitol of North Vietnajn. 
The possibility of his ma.sicr-minding a formula 
for the settlement of the Vietnam war which 
would enable President Nixon to redeem his 
election pledge to the US public was broadly 
hinted at. There was also a rather coy referen¬ 
ce to the probability of our Minister for 
External Affairs succeeding in button-holing 
Mr Chou En-Iai at Hanoi and converting him, 
in this Gandhi centenary year, to the practice 
of non-violence in China's relations with our 
country. It seems to me that it would be 
sensible and safe for certain ministries of the 
government, of which the Ministry of External 
Affairs is one, to be seen or heard as rarely os 
possible. 


The disposition lo play ihc Big Hroihcr seems 
to be growing stronger day by day in Mrs 
Gandhi’s government. Mr Bhanu Prakash 
Singh, Deputy Minister in the Mini.stry of In¬ 
dustrial Development, has reacted to the deci¬ 
sion of the manufacturers of I'iat cars to in¬ 
crease the price of the vehicle by posing the 
rhetorical question : “Whose fiat runs in India 
the government's or the industrialists’?" 
It IS perhaps not very relevant to remind the 
deputy minister that puns arc not rated high 
as a form of w it since ministers arc not obliged 
lo display literary excellence in Ihc course of 
I heir avcKations. But it is certainly valid lo 
inquire of him whether he is not aware of the 
impression of government high-handedness 
which his observation creates. Perhaps Mr 
Bhanu Prakash Singh has allowed himself to 
be carried away by the rising tide of socialist 
conscience in certain sections of the Congrc.ss 
parly- in which ease, it would be legitimate lo 
ask whether he has given up his privy purse in 
the spirit of the Ifl-point programme without 
waiting for the letter of a formal edict of aboli¬ 
tion which Ihc Prime Minister may perhaps 
issue when she has exhausted easier means of 
sustaining the enrhusiasm of her favourite “95 
per cent". 

V.B. 
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Trade Winds 


INDUSTRIALISTS’ MEET 
THE Planning Commission will mccl im¬ 
portant industiial organisations and promi¬ 
nent industrialists on September 24, 1969, 
to discuss policy issues and programmes 
relating to industrial development in the 
fourth Plan -1969-74. Some of the issues 
to be discussed at the meeting arc approach, 
objectives and programmes of industrial 
development which have been detailed in 
the draft plan document, 

CAR PRICES 

Premier Automobiles, the manutacturers 
of Fiat car, decided to raise the price of its 
car with clTcct from September 8 by Rs 
2,312. It is understood that Standard 
Motors Company has written to the go¬ 
vernment that it proposes to mark up the 
price of Standard Herald with immediate 
effect by Rs 1,267 per passenger car. The 
government has described the price increase 
as wholly unjustified. The Premier Auto- 
raobilics Ltd has pointed out that taking 
1957 as base year the cost of manufacture 
has increased substantially. It has stated 
that dearness allowance has increased 
manifold; similarly the index of prices 
of sheets, flats and alloy steel have 
increased to 257, 188 and 280 respectively 
in 1969 with 1957 as 100. The index of 
wholesale prices stands around 239 in 1969 
as against 100 in 1957. The company has 
pointed out that price increases allowed 
between 1957 and 1969 were excise duty on 
built up cars Rs 1.688, state sales tax 
increase Rs 641, customs and excise duty 
Rs 1,909, impact of devaluation Rs 1,093, 
overseas increase on components including 
freight Rs 243, increase due to import 
substitution Rs 412 and increase in lyre 
prices Rs 94. This means a total increase 
of Rs 6,080. The company has stated that 
it has been requesting the government since 
1965 to allow it to raise the price in line 
with the rising cost of production. Had 
these requests been granted by the govern¬ 
ment the price increase would have been 
gradually spread over a period of four 
ycais, it states. 

ASIAN STATISTICAL INSTITUTE 
An agreement for the establishment 
of an Asian Statistical Institute was signed 


at UN headquarters recently by Japan 
and the United Nations Development 
Programme (UNDP). This new regional 
institute, to be located in Tokyo, is the 
result of joint efforts of countries in Asia 
and the UNDP. The new institute is to 
train official statisticians of the Economic 
Commission for Asia and the Far East 
(ECAFE) region to help improve the stalis- 
tical services of their governments. 

BANKING DEPARTMENT 

The newly-created Banking Depart¬ 
ment in the Finance Ministry, besides 
looking after matters relating to banking 
in the country, will be in charge of the 
administration of all statutes, regulations 
and other laws connected with banking. 
Details of the presidential order, creating 
the Banking Department carved out of the 
existing Department of Economic Affairs, 
show that the Banking Department will 
deal with ail matters relating to the Reserve 
Bank of India, except those which arc 
directly the concern of the Economic 
Affairs Department. There will now be 
four departments in the Ministry of Fina¬ 
nce. namely. Banking, Economic Affairs, 
Expenditure, and Revenue and Insurance. 
The Department of Banking will look 
after : all Indian banks, all foreign banks 
so far as their operations in India arc con¬ 
cerned; all matters relating to the Reserve 
Bank of India except those which remain 
directly the concern of the Economic 
Affairs Department; all matters relating 
to co-operative banking which are the 
concern of the Ministry of Finance; all 
long-term financial institutions excluding 
the Life Insurance Corporation and the 
Unit Trust of India, chit funds and other 
non-banking companies accepting deposits; 
other mailers relating to banking in India 
and administration of all statutes, regula¬ 
tions and other laws connected with items 
stated above. The Department of Econo¬ 
mic Affairs will look after, among others, 
administration of Foreign Exchange Regu¬ 
lations Act, other than enforcement work 
mentioned under the Department of Reve¬ 
nue and Insurance; foreign exchange 
budgeting; control of the foreign exchange 
resources including scrutiny of proposals 


for imports from the foreign exchange point 
of view; foreign investment; and import 
and export of gold and silver. It will also 
look after currentry and coinage, that is 
questions related to security press and the 
mints. The departments of Expenditure 
and Revenue and Insurance will continue 
to handle the subjects they had been looking 
after so far. 

YOUNG ENTREPRENEURS’ ALLIANCE 

The National Alliance of Young Entre¬ 
preneurs has decided to create a trust of 
Rs 10 lakhs to promote the development of 
backward areas in the country. The 
schemes will be put into operation first in 
Assam w'here the National Alliance has 
already conducted a lechno-cconomic siu*- 
vey for setting up new industries making 
use of the state's natural resources. De¬ 
tails of the scheme were discussed by the 
Alliance with the Assam Minister for 
Industries recently. 

GWALIOR RAYON STRIKE ENDS 

Operations of the staple fibre division 
of the Gwalior Rayon plant at Nagda were 
resumed from September 9 following a 
settlement of the partial strike by the 
workers of the spinning and auxiliary de¬ 
partments since August 12. 

ANDAMAN HARBOUR FACILITIES 

The government has sanctioned the 
construction of a break water at Hut Bay 
in Little Andaman Island at an estimated 
cost of Rs 228 lakhs, including a foreign 
exchange component of about Rs 8 lakhs. 
Little Andaman Island with an area of 
about 300 square miles is a part of the 
Andaman group of islands and is rich in 
commercial timber. Due to inhospitable 
coastline and absence of harbour and jetty 
facilities, the island lacks adequate commu¬ 
nication facilities. During the north-east 
monsoon, the bay is unapproachable. 
The protection of the bay by a break water 
has, therefore, been planned so that 
the harbour can be used throughout the 
year to afford facilities for berthing along¬ 
side the jetty and for rafting and loading 
of logs in the moorings. To establish har¬ 
bour facilities, the first stage contemplates 
temporary landing facilities at Hut Bay of 
Little Andaman. The new project will 
also include a permanent jetty with the 
d6pth of four fathoms for alongside berth¬ 
ing of inter^sland ships and mooring of 
ships inside the break water for loading of 
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timber in mid-stream with the depth of 
six fathoms. 

PUBLIC ENTERPRISE SEMINAR 
The Institute of Public Enterprise, 
Hyderabad, organised a thrcc-day seminar 
of the chief executives and financial ad¬ 
visers of public enterprises at Bangalore 
to discuss the important questions of pric¬ 
ing, investment and capitalisation in public 
enterprises from September 13 to 15. The 
seminar was inaugurated by Mr R. Venka- 
taraman. Member, Planning Commission. 
Working papers presented by Prof. V.V. 
Ramanadham, Prof. Laxmi Narain and 
several public enterprise chief executives 
were discussed. 

FERTILIZER SEMINAR 
A national seminar of the Fertiliser 
Association of India on ‘"Fertiliser Produc- 
duction and Technology” will be held in 
Delhi during December 14 to 16, 1969. 
There will be one keynote session and four 
technical sessions. The keynote session 
will cover subjects of general interest and 
the technical sessions will deal with four 
subjects, namely, ammonia production, 
urea production, phosphoric acid produc¬ 
tion and complex festiliser production. 
The Association proposes to invite eminent 
persons in the field to present papers in 
each session. 

HEDGE TRADING IN TURMERIC 
The Forward Markets Commission has 
granted permission to the Spices and Oil¬ 
seeds Exchange Ltd, Sangli, to commence 
trading in the December, 1969, hedge de¬ 
livery contract in turmeric from such date 
as may be fixed by the chairman of the 
exchange. Trading in the aforesaid de¬ 
livery is subject to restrictions regarding 
ceiling on prices, limit on open position 
and payment of margins by longs and 
shorts at prescribed lines and rates with 
suitable exemptions for exporters of tur¬ 
meric. 

VIZAG ZINC SMELTER 
A contract was signed at New Delhi 
on September B, 1969, between Hindustan 
Zinc Limited, a Government of India 
undertaking, and M/s Centrozap, a Polish 
government organisation, for completion 
of the detailed protect report for the Vizag 
zinc smelter project. The project will 
have an annual production capacity of 
30,000 tonnes of zinc metal, 40,000 tonnes 
of sulphuric acid and 70,100 tonnes of 
cadmiuny motai. It will also include facili¬ 
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ties for making special high-grade zinc 
metal which is needed primarily for zinc 
die-casting alloys used extensively in in¬ 
dustries. The project report is expected 
to be ready by March-April 1970. 

PHILIPS DEALERS' CONVENTION 

About 900 Philips radio and light dealers 
met in New Delhi from September 10 to 12 
in an all-India convention which was held 
in the wake of a decade of spectacular 
developments in the fields of lighting 
technology and electronics. Philips India 
has kept pwioe with these developments in 
a loose collaboration with the world-wide 
Philips organisation. 

An exhibition of Philips products was 
arranged along with the convention. It 
explained the organisation’s philosophy 
of integrated development and the ctTorts 
made by it during the four decades of its 
operations in India at import substitution. 
The exhibition also highlighted the role 
that small-scale industries we'-c playing 
in the economy in association with Philips. 
A host of new sophisticated products which 
Philips could take up for manufacture in 
this country weie also exhibited. These 
included portable tape-recorders, oscillos¬ 
copes, pulse generators, mob«Jophones. 
multi-channel recorders and a number of 
other highly intricate electronic instruments. 
The expansion of Philips India's produc¬ 
tion of lamps and lamp components alone 
is expected to help in saving annually foreign 
exchange worth one crorc of rupees. 

W. GERMAN BANK RATE UP 

The Bank rate m West Germany has 
been ra'sed recently by one per cent, from 
five to six per cent. This is the third 
raise in the interest rate this year. The last 
increase was on June 19, when the Bank 
rate was raised from four to five per cent 

HINDUSTAN MOTORS EXPORTS 

Hindustan Motors has recently tcceived 
sizable export orders, which indicate the 
growing popularity of its products over¬ 
seas. Starting just a few years ago with 
the despatch of top centre pivot axle box 
castings to Malaysia, the company is now 
supplying commercial vehicles, cranes and 
excavators to a number of countries as 
widely apart as Ceylon, the UAR, New 
Zealand and the USA . The company 
entered the field of commercial vehicle 
export with the supply of Hindustan Bed¬ 
ford trucks to Ceylon last year. A large 
number of such trucks has already been cx- 
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ported and further consignments are being 
sent to countries in west Asia and ^uth* 
east Asia. Htnd-Marion excavators, 
manufactured by Hindustan Motors, are 
also gaining popularity abroad. The 
company supplied Hind-Marion shovels 
to Iraq last March. 

JUTE OUTPUT AND S.T.C 

Production of jute and mc'^ta in the 
country this year has been estimated at 
7.8 m'llion bales as against last year's 
crop of 4.25 million bales. Announcing 
this, Mr. S.P. Mukherjee, Jute Commis¬ 
sioner, stated that as a result of this bumper 
crop, the State Trading Corporation would 
enter the market straightaway in a big way 
to imp*ement the government’s price 
support operations. Arrangements in this 
connection had been completed and the 
STC will buy any quantity olTcrcd to it in 
any market at the minimum prxe fixed 
by the government. 

AGRICULTURAL CREDIT 

The Governor of the Reserve Bank. Mr 
L.K. Jha, has const'tuted an expert group 
with Mr R.K. Talwar, Chairman of the 
State Bank of India, as chairman, to review 
state enactments such as tenancy and debt 
relief acts having a bearing on commercial 
banks' lending to agriculliirc and suggest 
measures to facilitate such lending. Re¬ 
commendations lo constitute such a review 
group were made by a Reserve Bank semi¬ 
nar on agricultural financing by commercial 
banks last December and also by a study 
group on area-project approach in imple¬ 
menting schemes for extending commercial 
bank credit to agricultuie, including 
commercially viable projects in the rural 
electrification and minor irrigation fields. 

Mr J. R. D. TATA 

Mr J.R.D. Tata has been invited by the 
Nobel Foundation to participate in a 
symposium organised by the Foundation at 
Stockholm, Sweden, from September 15 
to 20. Entitled “'flie Place of Value in a 
World of Facts”, the symposium will 
concern itself with a reappraisal of human 
aims and values at a lime when, according 
to the Nobel Foundation, man’s new-found 
powers are creating immense dangers and 
opportunities for the world. Forty emi¬ 
nent leaders of science, literature, the arts 
and industry from the cast and the west 
will meet at Stockholm to formulate, 
in the words of the Foundation, “a strategy 
for human survival’'in the shape of a collec¬ 
tive declaration. 
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Company Affairs 

ORITjNT paper 200.79 lakhs during the year ended March 


ORIENT Paper Mills Ltd has shown 
improved results with sales going up to Rs 
23.49 cTorcs during the year ended March 
31, 1969, against Rs 22.06 crorcs during 
the previous year. After meeting all 
charges, including Rs 1.96 for depre¬ 

ciation, the company has made a prolil of 
Rs 1.77 crorcs against Rs 1.23 crorcs. 
Writing back Rs 15 50 lakhs from develop¬ 
ment rebate reserve no longer required, 
the directors have transferred Rs 1.40 
crores to general reserve and Rs 50.91 
lakhs to dividend cqualisiuion reserve. 
The carry-forward is Rs 1.62 lakhs against 
Rs 12,454 brought in. The directors have 
repeated the previous year’s dividend on 
ordinary shares at 10 per cent, absorbing 
Rs 38.17 lakhs, on first preference shares 
at 7.86 per cent absorbing Rs 9.43 lakhs 
and on second preference shares at 5.5 per 
cent absorbing Rs 3.30 lakhs and making 
a total of Rs 50.91 lakhs which has been 
appropriated from the dividend equalisa¬ 
tion reserve as in the previous year. The 
company has obtained a refund of Rs 
22,260 on income-tax on 30.39 per cent 
of the dividend paid on preference shares 
for the year ended March 31, I960. 

The directors report that the upward 
trend in the cost of raw materials, power, 
fuel, chemicals, stores and spvares as well 
as other expenses has continued and the 
the Amlai mills had to pay heavy electricity 
charges for the extra power supply during 
the overhauling of the po'vcr plant. Efforts 
arc being made for the renewal of the 
forest lease at reasonable royally rates. The 
directors have reported that the output of 
paper was around 126,000 tonnes during 
the year as against 129,000 tonnes in the 
previous year. The Brajranagar mills could 
not work for some time due to shortage of 
water in the river. During the year the 
company has exported paper worth Rs 
92 lakhs against Rs ID lakhs in the previous 
year with orders in hand worth over one 
crore rupees now. Most of the balancing 
equipment for Brajranagar mills have been 
received. 

RATNAKAR SHIPPING 
The freight earnings of Ratnakar Shipp¬ 
ing Co. Ltd on charter hire were around Rs 


31, 1969. The company has earned a 
profit of Rs 12.75 lakhs out of which 
development rebate reserve gels Rs 3.35 
lakhs and the general reserve Rs 11 lakhs. 
The amount carried forward is Rs 16,708 
against Rs 14,743 brought in. The pro¬ 
posed dividend at the previous year's rate 
of 10 per cent will be paid out of the general 
reserve, absorbing Rs 5.06 lakhs. The 
total tonnage of the company stands at 
104,039 tonnes. The company's applica¬ 
tion for building two new vessels was sanc¬ 
tioned in December 1968, almost 18 months 
after its submission. In the meantime the 
credit arrangement with Yugoslavia, where 
the vessels arc proposed to be built, has 
lapsed. A revival of the credit is still under 
negotiation between the two governments; 
meanwhile the company is making enquiries 
with various Euroi>ean shipyards. 

JAY ENGINEERING 

The .lay Engineering Works Ltd recorded 
sale proceeds of Rs 14.55 crores during 
the year ended March 31, 1969. showing an 
increase of about 16.2 per cent over the 
previous year. Gross profit was Rs 1.05 
crores, 61.5 percent more than in 1967-68. 
The company has been able to declare a 
higher dividend at 10 per cent. 

The improved profit for the year has 
been the result of generally higher pro¬ 
duction in all units of the company and 
strict cost control measures. Bui for the 
sudden deterioration in operations in 
Calcutta since February this year on 
account of the prevailing labour 
situation, the results could have been still 
better. Production at the sewing machine 
factory at Calcutta showed improvement 
during the year, but has .suffered since 
February. The financial performance of 
this unit continues to be a matter of con¬ 
cern, which has been further aggravated 
by the current labour situation referred 
to above. The labour problems of this 
factory have now begun to affect adversely 
even its exports. The Hyderabad unit, 
which made losses till the previous year, 
has returned a maiden profit this year. 
Current year’s operatloos are expected to 
show still better results. The afliliaie 
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company in Ceylon had another year of 
record production and profit and current 
operations arc maintaining an upward 
trend. The company has entered into a 
licensing-cum-tcchnical assistance agree¬ 
ment w ith a firm in Sudan which will manii- 
faciurc fans in that country under the 
Usha brand name. Similar arrangements 
are contemplated in certain other coun¬ 
tries. 

The company is also setting up a plant 
for fans at Agra. With this plant going 
into production during the current financial 
year, and with better performance at 
Hyderabad, and increased pri'Juction in 
Calcutta, should labour situation permit it, 
in the year 1969-70 promises to be still 
better for the company. It is the largest 
exporter of fans and sewing machines and 
its exports increased by 16.8 per cent 
during the year under review. 

SHREE DIGVIJAYA 

Shree Digvijaya Woollen Mills Ltd has 
earned a gross profit of Rs 39.90 lakhs 
during the year ended March 31,^ 1969, 
as against Rs 18.36 lakhs in the previous 
year. The net profit amounts to Rs 12.63 
lakhs after providing Rs 8.89 lakhs for 
depreciation, Rs 18,000 for development 
rebaic reserve and Rs 18 lakhs for taxation. 
Sales have been higher at Rs 231.92 lakhs 
as against Rs 215.38 lakhs in the previous 
year. The directors have proposed a 
highcrcquiiydividendof7.5percent which 
will absorb Rs 4.50 lakhs, against 6 per 
cent paid in the previous year. A sum 
of Rs 6.64 lakhs has been transferred to 
the general reserve, while a sum of Rs 
2.50 lakhs had been drawn from this re¬ 
serve in the preceding year. After adjust¬ 
ments, a sum of Rs 5,196 is carried for¬ 
ward. The company has received good 
orders for the export of fabrics to Europe. 

A substantial quantity of goods has 
already been shipped against these orders. 

The directors hope to maintain the 
working of the mill at a satisfactory 
level during the current year. 

INDIAN STANDARD W^GON 

Though there has been considerable 
improvement in the working results of the 
Indian Standard Wagon Co. Ltd, the direc¬ 
tors have been unable to recommend any 
dividMid both on ordinary and preference 
shares in view of ^ntinuous losses. After 
charging depreciation at Rs 5.06 lakhs and 
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Par mammoth off-the-higiiirMy Jobi in dumping or 
■hovel loading on roughest terrain. 

JUMBO OlIMPKB is designed for a gross rating of 
2K tonnes and a load carrying capacity of tonnes, 
the scow ended body being fully reinforced to 
withstand shock loading. 


I itted with POWER-PLUS AL 680. 180 H.P.(L8.) 
diesel engine which produces a torque of 67.5 kg./ra. < 
at 1200 r.p.m. Heavy-duty gear-box with nine for- ' 
ward and two reverse speeds. Fully floating twin ^ 
roar urIcs. And full air-pressure brakes on all wheelf.*^ 
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Don’t let figures 
drive you crazy, 
\lust fe«l them 
Into these 
business 
machines. 

(They're simply 

erazy about them!) ^ 




The nicest thing's happened ^ 
these machines I They've gone and : 
put electronics Into them. Now these 
machines literally devour figures. 
And compute them at electronic speed. 

Let's install them for you. You'll 
soon agree they are the nicest things 
that happened to your business. 
And ADDED the kind of SPEED. 
EFFICIENCY and SAVINGS you'd 
always wanted.. 

> ' 

Whatever your accounting 
needs, our experts will 
programme these modern 
machines to suit them. 
Call today for detailed; 
1^. information on Adding, j 

Calculating, invoicing.' 
Accounting Machines. i 
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all other outgoings and after transferring 
Rs 2.75 lakhs to retiring gratuity reserve 
and Rs 1.43 hikhs to development rebate 
reserve, the company has incurred a loss 
of Rs 58.23 lakhs. After transferring Rs 
3.19 lakhs from general reserve, and writ¬ 
ing back Rs 8.41 lakhs as provision for 
taxation made in the previous year no 
longer required together with Rs 6.29 
lakhs written back as provision for liability 
no longer required, a debit balance of Rs 
41.88 lakhs has been carried forward. 
Though labour is more disciplined, 
now, inter-union rivalry resulted in a 
loss of production. The output has, 
therefore, been unsatisfactory. On the 
other hand the Railway Board has further 
reduced the prices ignoring the request of 
wagon builders that an expert body should 
be set up to examine and decide a fair price 
for the wagon industry. 

LYNX MACHINERY 

Lynx Machinery Ltd has reported a 
profit of Rs 2.74 lakhs for the year ended 
March 31, 1969, after providing Rs 4.20 
lakhs for depreciation. Last year the 
company made a loss of Rs 78,409. After 
adjusting the profit against the accumu¬ 
lated loss of Rs 14.38 lakhs there is a net 
loss of Rs 11.64 lakhs which is being carried 
forward to next account. The company's 
turnover during the year was better at Rs 
92.66 lakhs against Rs 84.82 lakhs. The 
company’s factories were affected by the 
abnormal conditions prevailing in West 
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Bengal. Woikers of the Taratalla factory 
were on strike for nearly four months. In 
spite of this the working results have been 
better mainly because of further economies 
and better sales realisation. The company 
has made further progress in the comple¬ 
tion of the iron ore handling plant at 
Daitari. The diesel scheme has made fur¬ 
ther progress during the year as some 
consignments have arrived. The com¬ 
pany hopes to commence production soon. 

EAST ANGLIA PLASTICS 

The production of plasticizers at East 
Anglia Plastics (India) Ltd during the 
year ended March 31, 1969, has shown a 
rise to 2,523 tonnes from 782 tonnes and 
PVC to 422 tonnes from 246 tonnes al¬ 
though that of CAMG is shown lower at 
516 tonnes against 710 tonnes as the de¬ 
mand has tended to be static. Sales for 
the year have risen by 36.82 per cent to 
Rs 231.24 lakhs, while the net profit, after 
depreciation, works out to as much as Rs 
11.26 lakhs against Rs 3.38 lakhs for the 
preceding year. Depreciation is lowered 
to Rs 4.45 lakhs from Rs 6.38 lakhs, while 
development reserve has been raised to 
Rs 1.90 lakhs from Rs 48,000. The 
directors have proposed a dividend of six 
per cent as against five per cent paid previ¬ 
ously. In view of the application of the 
income-tax holiday, it is estimated that 
about 59 per cent of the dividend pay¬ 
ment to shareholders will not be subject 
to deduction of tax at source. The grossed- 
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up value of the net dividend will thus be 
equivalent to a dividend of seven per cent, 
if it had been fully taxed, In the hands of 
the shareholders. The directors have 
pointed out that the plasticizer unit has 
now an annual production capacity of 5,(X)0 
tonnes. The company has registered pro¬ 
gress in the films, foils and laminates pro¬ 
ject, with the installation of certain indi¬ 
genous equipment. 

MAFATLAL 

Sales of cloth of the Mafatlal Fine 
Spinning Mfg. Co. Ltd in the first five 
months of the current year (April to August) 
amounted to Rs 8.49 crorcs against Rs 
7.79 crorcs in the corresponding period of 
last year. Its sales of chemicals were high¬ 
er at Rs 1.18 crores against Rs 79 lakhs. 
The chairman of the company stated re¬ 
cently that sales of cloth for the whole of 
the current year were expected to show a 
definite improvement over that in the last 
year. The outlook for the company's chemi- 
cal plant operations was also reasonably 
good although the plant had remained 
closed for a few weeks due to the delay ia 
receipt of certain imported raw material.. 
The company has no plans to issue bonus, 
shares in the near future in view of the- 
need to reduce its borrowing. The com¬ 
pany also docs not propose to undertake 
any further major diversification for an¬ 
other three or four years. The company, 
which has already diversified its activity 
sufficiently, now plans to consolidate its 
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RECENT INCREASE IN FIAT CAR PRICE BRINGS IT TO 
THE LEVEL OF ITS COST OF MANUFACTURE 

To you. dear customer, the price has increased. But we had to, to remain in the industry, to 
serve you. 

Because of the informal control imposed by the Government of India on the price of motor cars, 
we have been requesting Government, since 1965 to allow us to raise the price in line with the rising cost 
of production. Had these requests been granted by the Government to us, the price increase would 
have been gradual, spread over a period of 4 years. A Fiat Car production cost was Rs. 2,200 more than 
the price we received for it. Taking 1957 as a base year, here are a few indices of cost increases to 
illustrate how the cost of production has increased since then. 



If it was 

Now it is 


in 1957 

in 1969 

Dearness allowance (Average) 

Daily rated 

100 

257 

Monthly rated 

100 

420 

Raw Material (Per K.G.) 

Sheets 

100 

257 

Flats 

100 

188 

Alloy Stee’ 

100 

280 

Economic Index 

Index of wholesale price 

100 

239 

Food Articles 

100 

274 

Fuel, Power, Light, Lubricants 

100 

208 

Bought out components : 

Batteries 

103 

146 

Steering Gear 

100 

240 

Wheels 

100 

158 

Starter Motors 

100 

196 

Carburettor 

100 

165 

Steering Wheel 

100 

188 

Oil Pump 

100 

190 

Instrument 

100 

140 

and many others 


For these rising costs of production, we have not been permitted to increase the price at ail. This 
is strange but true! The price increases allowed between 1957 and 1969 were ; 



Rs. 

Excise Duty on Built-up car 

1,688 

State Sales Tax (Increase) 

641 

Customs and Excise duty 

1,909 

Impact of Devaluation 

1,093 

Overseas increases on components including freight 

243 

Increase due to import substitution 

412 

increase in Tyre Price 

94 


6,080 


* Fiat car is the finest car in the country. 

* We are conscious of our duty to you and ate maintaining and improving the quality of products 

which go in the car whether they are made by us or bought out from local sources. * 

* We pledge to serve you to your satisfaction. 


THE PREMIER AUTOMOBILES LIMITED 

BOMBAY. 



position. The company, however, pro¬ 
poses to complete its existing expansion 
and diversification programmes. It has 
recently received a letter of intent for rais¬ 
ing the capacity of the chemical division. 
The delayed expansion of the chlorine plant 
is expected to be completed by the end of 
1971. The company also plans to instal 
more automatic looms in the textile divi¬ 
sion. The company’s exports of cloth 
amounted to Rs 77.35 lakhs in the first 
five months of the current year against Rs 
1.51 crores for the whole of last year. 

TITAGHUR PAPER 

Following an increase in sales from Rs 
12.83 crores to Rs 14.75 crores and in 
mi,scellaneous receipts from Rs 5.82 lakhs 
to Rs 7.03 lakhs, the Titaghiir Paper 
Mills Company Ltd has reported a profit 
of Rs 16.65 lakhs after providing Rs 
57,000 for directors’ and managing agents’ 
commission, Rs 56.83 lakhs for deprecia¬ 
tion and Rs 3,572 for taxation on invest¬ 
ment income. Though the company has 
again skipped the ordinary dividend, it 
has paid dividend on preference shares 
and preferred ordinary shares absorbing 
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Rs 2.64 lakhs. A sum of Rs 37.49 lakhs 
has been transferred from statutory de¬ 
velopment rebate reserve against Rs 2.03 
crores from sundry accounts. General 
reserve gets Rs 34.85 lakhs and Rs 5,000 
are carried forward. The total output of 
paper increased by 4,518 tonnes over the 
comparable levels for the previous year to 
69,166 tonnes. The improvement in the 
trading results has been ascribed to higher 
production by the optimum utilisation of 
the available facilities and better product- 
mix together with higher price-realisations. 
In the sphere of exports, the company has 
already exported more than 400 tonnes of 
paper to west Asian countries. Negotia¬ 
tions arc also being finalised for the export 
of about 200 tonnes of paper on a monthly 
basiji to west Asia. Despite the substantial 
loss sustained in pursuing the export drive, 
the company proposes to continue its 
efforts in the sphere to help the industry 
achieve its export target. 

CALCUTTA STEEL 

Sales of Calcutta Steel Co. Ltd improved 
during the year ended March 31, 1969. 
Meeting all charges and providing Rs 
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7.84 lakhs for depreciation, the contp^ 
has earned a profit of Rs 1.36 lakhs for the 
year ended March 31, 1969, against Rs 
27.04 lakhs in the previous year. Trans¬ 
ferring Rs i .22 lakhs to development rebate 
reserve, there is a surplus of Rs 14,373 
against Rs 13.96 lakhs. Bringing in Rs 
11,294 from the previous year’s balance, 
the disposable surplus has amounted to 
Rs 25,667 against Rs 15.11 lakhs in the 
previous year. This entire amount has 
been carried over. The dividend has been 
skipped because of adverse working results 
against 12.5 per cent paid in the previous 
year. The working results have been ad¬ 
versely affected owing to inadequate supply 
of billets as a result of which the pro¬ 
duction dropped to 47,641 tonnes from 
52,767 tonnes. Increase in cost of raw 
materials and manufacturing expenses 
has also affected the working results. 
Owing to recession in the internal and ex¬ 
port markets, prices of the company’s pro* 
ducts have become unrcmunerativc. But 
the export market is now considered steady 
and the company hopes to realise better 
prices after outstanding shipments against 
old contracts have been completed. 


ASSURANCE TO OUR CUSTOMERS 


With regard to increase in the price of Fiat 1100 cars effected by us from 8th Sept. 1969, the 
Ministry of Industrial Development has issued a press note which may cause confusion in the 
minds of customers, ' 

We have had legal advice that at present there is no price control and if the statutory price control 
is to be imposed by Govt, it must provide a fair price to the manufacturers and it should cover the 
manufacturing cost and provide a minimum margin of 10 %. The price that we have now fixed just 
covers our manufacturing cost and does not even provide the minimum 10/^ margin. 

This margin is not profit, as out of it has to be provided income-tax (corporate-tax), bonus, 
interest charges, repayment of loans, reserve for modernisation, expansion and improvement of plant 
and equipment and a modest dividend to shareholders. 

We assure the customers that in the event of a final lawful decision reducing the price now fixed 
by us, we shall refund to each customer the difference. 

THE PREMIER AUTOMOBILES LIMITED, BOMBAY 
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CHAIRMAN’S STATEMENT 


September 19, 1969 


THE INDIAN IRON AND STEEL 
COMPANY LIMITED 

The following statement by SIR BIREN MOOKERJEE, Chairman of the Indian Iron & Steel Company Ltd.* 
dealing with Company's working for the year ended 31st March, 1969 has been issued to shareholders* The 
Annual General Meeting of the Company will be held on Tuesday the 23rd September, 1969 at 3 P.M. at the 
Registered Office of the Company, 12, Mission Row, Calcutta-!. « 


Ladies and Gentlemen, 

This is the last Annual General Meeting at which 1 will address 
you as a nominated representative of the Managing Agents on the 
Board of the Company. Although the Managing Agency system 
isabouiiobeliquidatedjtisinmy view, a much abused but little 
understood method of delegated professional mauagement. Des¬ 
pite my being associated with the Managing Agents and the Ma¬ 
naging Agents being associated with the various companies which 
now form your Company sinc*e 1892, Icannot in all fairness, follow 
the prevalent fashion of condemning them outright. Any system 
of management is capable of being operated in an inefficient or 
corrrupt manner just as it can be made to function honestly and 
efficiently. There is sufficient legislation existing today to enable 
the Government to control or eliminate corrupt managements. 
Rather than expend the necessary effort and diligence required to 
identify corrupt managements, the Government has thought fit 
to abolish the entire system without bothering lo enquire into the 
merits of each individual case. This seems to be a case of giving 
a dog a bad name and hanging it. In the case of your Company, 
from small beginnings, the Managing Agents have assisted in and 
nurtured the growth which has enabled it to now become the 
second largest company in the Private Sector. During this period 
of nearly 80 years, the Company has passed through many vicis¬ 
situdes, weathered two major world depressions and is now with¬ 
drawing from the doldrums of a recession. Much praise and 
some blame (since you cannot have bouquets without brickbats) 
have been showered on your Managing Agents throiighouc 
this long period of association. Just as a good marriage is 
interspersed with tears and laughter, and both are remembered 
with aftcction in retrospect, now that a bill of divorcement has 
been published. I hope we will all carry happy memories 
of the past. 

The Directors in their Report have indicated that labour troub¬ 
les which had receded during the year under review have once 
again engulfed your Works in flames of bitter violence. 

Bloody encounters between groups of workmen have taken 
place within and without the Company’s premises, 

A significant change in the method of labour agitation has 
become evident since the close of the last financial year. Alth¬ 
ough Charters of Demand covering all direct and indirect pay¬ 


ments to labour are being almost daily submitted and conciliated 
upon a new direction has been given to the specific demands on 
which go-slow, work stoppages and ghcraos arc based : some of 
these are so blatantly unreasonable that I wonder how 
workmen can really expect them to be conceded. Therefore, I 
strongly believe that workmen arc resorting to this form of agita¬ 
tion on totally untenable pretexts merely to sustain an atmosphere 
of unrest within the Works, until such time as any one of the po¬ 
litically affiliated Unions operating at your Works is able to esta¬ 
blish a primacy. It is necessary for me to briefly describe some of 
these frivolous demands, for example, the demand for “in-placc ” 
overtime. The demand encompasses the payment of overtime to 
a workman during his normal period of work and for doing the 
work for which he is in any case paid a wage. 

Workmen often refuse to carry out instructions during their 
shift hours unless they are promised in advance a certain amount 
of overtime hours as reward. It is not as if actual overtime hours 
are worked ; the workmen merely expect to receive 12 or 14 
hours pay for being on duty for eight hours. A variant of this 
device is to refuse to vacate work places at the close of normal 
duty hours if the relieving workmen are absent for any reason. 
The normal practice in the Company is for the senior man to offi¬ 
ciate during the absence of any workmen for which the officiating 
workman is paid the higher grade. This is not only a fair practice 
because it enables the workman next in line of seniority a Jegiri- 
matc chance to earn better wages but is also beneficial to him in 
his trade as it enables him to acquire higher skills so that he may 
eventually occupy superior positions thereby bettering his career. 
The workmen are now resisting the practice to the detriment of 
their fellow workers. While workmen are certainly entitled by legi¬ 
timate means to augment their earnings by greater productivity, 
resort to illegal means such as described above is thoroughly 
reprehensible. Traditionally, the skilled Indian worker has been 
proud of his craft, and has always offered his talent for hire. Ho 
has obtained contentment and satisfaction from completing a task 
with all the skills at his command. As a mafter craftsman, bo 
secured the respect and admiration of other workers whom be 
taught their trade for this reward alone. All this appears to have 
changed and the attitude of skilled workers seems no different 
from those of unskilled labourers. In the context of statewide 
demands and the quanta thereof put forward by the workers in the 
jute, tea, textiles and engineering industries in State of West 
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Bengafv it will be of interest to shareholders if I were to tabulate 
the average earnings both direct and indirect, of typical grades and 
classes of workers at the Company’s Steel Plant. 1 should men¬ 
tion that these arc average rates only and many workmen in the 
dilTerent categories listed below earn substantially more than the 


figures appended. 

Category Rupees per 

month 

Sweeper—(Female). 3()l .00 

Sweeper—(Male) . 346.00 

Khalasi 349,00 

Chaprasi, peon, etc. . 416. (K) 

Watchman-(Durwan) . 451 .(K) 

Maintenance— 

Labour (Senior) . 687.00 

Production— 

(Labour) (Senior) . 580.00 

Driver 872.00 

Maintenance Worker (Middle) . 1054.00 

Maintenance Worker (Senior) . 1462.00 

Production Worker (Middle) 1206.00 

Production Worker (Senior) 1256.00 

Clerical (Junior) 873.00 

Clerical (Senior) 1156.00 


Even a cursory perusal of the tabulated figures will demons¬ 
trate beyond any doubt the tremendous cost of labour to your 
Company when viewed in the perspective of national income 
levels obtaining in the country as a whole. I often wonder if po¬ 
liticians and labour leaders can seriously continue to make de¬ 
mands for wage increases when their so-called followers are very 
much better off than they are themselves ! When qualified en¬ 
gineers find it difficult to secure employment at Rs. 350^- per 
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month, a sweeper at your Company’s. Works earns the same re¬ 
muneration. 

Ideally, under socialistic conditions one could perluips not 
find fault with this comparison of remuneration. Unfortunately 
in our special conditions there is remuneration without 
responsibility, there is income w'ithout productivity, there is 
reward without effort. 

No industry, least of all a basic one can afford at the same time 
the luxury of overemployment and labour rates which arc far 
above the national median of prevailing wages. 

Furthermore, while the manning at your Company’s Burnpur 
Works has remained constant over the years, the labour cost has 
increased by 66 per cent during the period 1963-64 to 1968-69, 
with no increase in productivity. On the contrary it will be evi¬ 
dent from the charts reproduced that there has been a decline in 
productivity during this period. The figures and charts will show' 
more clearly than any reasoned argument, the huge disparity bet- 
w'cen earnings and productivity at your Company’s Works and its 
obvious effect on the Company's results. “Earnings must march 
w^ith productivity.” 

It will be apparent lo you that demands for further increases in 
emoluments are not only unjustified but that their extraction will 
impose a crippling incubus on the Company unless the manning 
of the Plant is brought to internationally accepted standards. 
Three independent authorities, namely, the Russians, the British 
and the Germans, who have assisted in the creation of three 
Steel Plants in India, have independently estimated that in local 
conditions the standard manning of a one million tonne Plant, 
such as your Company’s, would be less than seven thousand men. 
Your Company employs over twenty-two thousand men at its 
Burnpur Works. In view of the income levels which have been 
tabulated above, f feel that the renew^aJ of labour indiscipline at 
your Works cannot be connected with any genuine economic grie¬ 
vances; their genesis must therefore derive from political causes 
which in this case is inter Union rivalry. Key sections of Works 
personnel are brought under the influence of different Unions 
owing allegiance to different political parties. The result is that 
even after agreements have been arrived at between the Manage¬ 
ment, the majority of the Unions and the State Labour Directorate. 
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a single group of workmen comprising of just a few men, such as 
locomotive or crane drivers, can at the behest of a particular 
political party create total stoppage of production. Although 
bc^ih the West Bengal State Government and the Central Govern¬ 
ment are aware of this malady and appreciate the genuine diffi¬ 
culties being experienced b> the Management there is little that 
they have been able to achieve in assisting the Company to main¬ 
tain production at desired levels in the national interest. 

The gradual emergence of the economy from recessionary 
conditions during 1968 was evidenced in the case of the Steel In¬ 
dustry by a revival of demand. This, coupled with stable labour 
relations during 1968 and early 1969, raised hopes that your com¬ 
pany would recover earlier than expected, from the nadir of acti¬ 
vity it had reached during the fateful months of 1967 when undilu¬ 
ted anarchy reigned supreme at your Company's Works. Unfor¬ 
tunately the trend of events during the current financial year as 
represented by a reduction of production, decline of despatches 
and resurgence of labour unrest, would appear to belie the expec¬ 
tations raised earlier. Having recovered from one year of severe 
economic and labour crisis, the intervening one year period of 
reprieve for recuperation will be inadequate if conditions prevail¬ 
ing in 1967, arc reintroduced during the current year. Despite 
the fact that the Company had obtained mandatory orders from 
the High Court, prohibiting acts of wanton indiscipline w ith con¬ 
sequent danger of destruction of Plant and human life, protracted 
gheraos and other intimidatory illegal activities are daily being 
indulged in by groups of workmen in the paralysed presence of 
the minions of law and order represented by the Police Force 
of the State. If the orders of the High Court can be flouted with 
such impunity and total disregard of one’s bounden duty, what 
other remedy is available to (he citizens of the State to carry out 
tlteir normal peaceful avocations ? 

It IS my personal conviction that if your Company's Works 
were not obliterated during 1967 it was by an act of chance and 
not of will. Every day of the current year brings us nearer 
that date of disaster from which your Company providentially 
escaped two years ago. 

After forty years of uniemiUing effort thatl have expended 
in thecau.se of the Company, I am now convened into an ineffec¬ 
tual figurehead unable to issue effective directions to supervisory 
personnel since 1 cannot protect their persons and their homes 
from intimidation and attack for attempting to carry out their 
duties. 

As 1 have mentioned earlier, the West Bengal Government is 
fully seized of the situation, not only from information regularly 
furnished to them by the Company but through their own sources. 

1 have stated also that they appreciate the hazardous nature of the 
situation. In these circumstances I wonder why they arc unable 
to restore a feeling of confidence so necessai^ for the ultimate 
welfare of the State and the Nation. 1 am sure if they take the 
trouble to scrutini.se the tabulation of wages paid at Burnpur which 
appears above, 1 do not sec how they could arrive at any coneJu- 
don other than that labour indiscipline is locally unjustified on 
economic grounds. If it is, as has been avowed, the intention of 
(he State Government to modify the existing procedure for Union 
recognition, let them introduce a system of secret ballotting with 
all expedition. Let not factional conflicts destroy an Industry of 


which the State can be justly proud, for, if inter Union rivalry » 
permitted to continue unchecked, and if the Management is 
required to deal simultaneously with a multitude of Unions 
holding divergent views on identical issues, a situation will rapidly 
develop under which the plant cannot be operated with the limits 
of safety prescribed for high temperature chemical operations. 
The only means then available to protect your Plant will entail 
controlled and complete stoppage of production and that moment 
is not far distant. Unfortimately even such a programme of 
phased shutting down will require an atmosphere of security with 
which the Works is not at present provided. 

crollferies Development Project 

I visit ChasnaIJa as often as I can, not because I relish descend¬ 
ing one thousand feet into the bowels of the earth in a make¬ 
shift cage being splashed all the while by gallons of subterranean 
water, but because I consider the Chasnalla Project to be the key 
to your Company's future prospects and the morale of the men 
working below must be kept at the highest pitch. Availability of 
the required quality of coking coal necessary for use in blast fur¬ 
naces to ensure the best operational results is, as you are aware, 
limited. Therefore ensuring a regular supply of washed coking 
coal with its consequently lower ash content is of prime importance 
to your Company as a means not only of improving output but 
of reducing cost. I am happy to be able to inform you that much 
progress has been made on the Collieries Development Project 
since I last addressed you; coal, albeit in small quantities is being 
raised and transported on the Company’s own feeder ropeway 
from its Jitpur Collieries to ChasnaIJa where after lavigation it is 
transhipped by aerial ropeway directly for consumption at your 
Burnpur Works. In addition to coal raised from your Jitpur 
Collieries, and pending the commencement of mining operations 
at Chasnalla, Jitpur coal is augmented by some quantity of pur¬ 
chased coal which is similarly washed and transferred by ropeway 
to Burnpur. Most large washeries in India have experienced 
considerable initial trouble in reaching the required performance 
levels. Fortunately, almost from the very date of commissioning, 
your washery has achieved the desired efficiency. I hope that 
the success which is now attending our operations in the Chasnalla 
complex is a harbinger of better fortune on this project which has 
been beset by so many difficult problems. 

Balancing of Plant Project : 

Import Licenc'es for most of the units of imported plant have 
now been received from the Government of India and it is hoped 
that orders for this equipment can be placed without further delay. 
The desirability of progressing rapidly with this project has been 
further enhanced by the need for increased production in an effort 
to reduce import of steel into the country. 

The most attractive feature of your Company’s Balancing of 
Plant Project is the fact that despite the delay i |2 its imp1ementa> 
tion and the consequent increase in project costs, and despite the 
devaluation of the Rupee intervening, it is still a remarkably cheap 
project in terms of rupees per Ingot tonne of extra capacity in the 
country. 

Technologically and economically the project is not only in 
the national interest but is sound op all counts. To what extent 
labour conditions will permit the.utilisation of this additional 
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capacity is a matter on which I would not like to hazard a 
definite answer. 

Jr 

Finniiclal Problems 

The Dnancial problems with which your Company was confron¬ 
ted last year still remain unsolved. Having embarked on two 
major capital intensive projects with Govemment*s blessings, first¬ 
ly to develop the coking coal resources of the nation and secondly 
to augment steel making capacity, the means of obtaining the 
wherewithal to translate plans into plant are being denied to your 
Company for reasons which are difficult to fathom. When 
schemes were submitted to Government and lending agencies for 
approval, the sources from which the necessary funds would be 
made available were also indicated. Financial projections pre¬ 
pared from time to time showed that after payment of a reasonable 
dividend, the Company would still retain sufficient earnings after 
tax to finance the Rupee capital expenditure envisaged by the pro¬ 
jects. 1 had explained to you in detail last year how these pro¬ 
jections have all come to nought. The only means by which the 
Company can generate cash is firstly from its depreciation allow¬ 
ance and secondly ffom undistributed profits. Tn the case of the 
latter, the Government s pricing policy is so inconsistent and ar¬ 
bitrary that profit margins are insufficient for the creation of ade¬ 
quate taxed resources. 

It was in the context of this pricing policy that it was decided 
to approach Government^(and the World Bank also) for a re¬ 
scheduling, and not a remission, of their loans. Almost a year 
has passed but no decision has been received one way or the other. 
In view of the accelerated expenditure that will now be necessary 
on your projects because of earlier delays, the location of funds is 
a matter of great concern. The projects are too far advanced to 
be abandoned, apart from the question of infructuous waste of 
large funds already invested. Many shareholders might baulk at 
the idea of raising fresh capital : f too consider that this course 
should be adopted only if absolutely necessary. Nevertheless, I 
would like to remind shareholders that this is one sure means of 
protecting the investment they have already made in the 
Company. As the projects email heavy fixed capital expenditure, 
short term borrowings with or without security, even if permitted 
in excess of the levels already arranged for, will not be an 
approved form of raising resources. 

The officers and other employees who are wholeheartedly assis¬ 
ting In the Company's operation deserve much more than our 
thanks ; they deserve our sincere sympathy for reasons I have al¬ 
ready explained. 

BIREN MOOKCRJEE 

Calcutta, 

Dated, 5th September, 1969. 

Note :—^Thc above statement is not a document purporting to 
be a report of the proceedings of the Annual General Meeting. 
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UNIT TRUST OF INDIA 

Statement of Shri R. S, Bbatt, Chairman, Unit Trust of India, 
to the Contributors to the Initial Capital and Unit Holders 
of the Trust for the year Ended June 30, 1969 


Tlie Unit Trust of India completed its fifth year of operations 
on Jine 30, 1969 and its accounts for this year have now been 

audit<‘rd and published. The Board of Trustees have, as usual, 
desired me to present a brief review of the Trust's operations for 
your information. Accordingly, I have great pleasure in reviewing 
the main features of the Trust's working during the year. 

2. The Trust has declared an income distribution to unit 
holders who were on the Register of the Trust as on June 30, 

. 1969 at the rate of 71 paise per unit i.c., 7.1 per cent—marginally 
' higher than the rate of 7 percent maintained in the past three years. 
As you may be well awaie. this income distribution upto Rs. 1,000 
in the hands of individual unit holders is free of income tax, irres^ 
pective of their other income. The income distribution to the 
initial capital contributors is 3.5 per cent. 

3. During the year under review there was a further increase in 
the income of the Trust to Rs, 4.83 crores (inclusive of profit 
from sale of securities of Rs. 12.89 lakhs) from Rs. 3.67 crores 
in the preceding year. Total expenses, including expenses on 
administration, provision for sundry liabilitic.s etc., rose to Rs. 
58.02 lakhs from Rs. 50.53 lakhs in the preceding year. Tlie 
increase in expenditure during the year is mainly accounted for by 
payment of arrears of adjustment allowances to officers and super¬ 
visory stall', besides normal annual increments in salaries paid to 
the staff and higher commission paid to the approved agents on the 
relatively higher proportion of business canvassed by them during 
the year. In terms of Section 24 of the Unit Trust of India Act, 
1963 (as amended), ihe shaic of the Trust’s income allocated to 
Unit Capital worked out to Rs. 443.46 lakhs and that to initial 
Capital to Rs. 39.14 lakhs in line with the ratio of Unit Capital to 
Initial Capital as of June 30. 1969. Under Section 25(2) of the 
Act, a maxiiniim of only 5 per cent of the income allocated to the 
Unit Capital can be charged to the Unit Capital towards expenses 
of the Trust, the rest of the expenses being required to be charged 
to the income allocated to the Initial Capital. Accordingly, the 
share of expenses allocated to the Unit Capital and Initial Capital 
amounted to Rs. 22.17 lakhs and Rs. 14.69 lakhs respectively, after 
setting off Rs. 21.17 lakhs (as against Rs. 12.27 lakhs in the 
preceding year) representing recoveries towards management ex¬ 
penses. After deduction of expenses, in the manner 
indicated above, the income allocated to unit holders 

amounted to Rs. 421.29 lakhs. This, together with the 
balance of Rs. 16.96 lakhs in the Unit Capital Appropriation 
Account—in all Rs. 438.25 lakhs—is available for distribution to 
the unit holders whose names were on the Register of the Trust as 
of June 30, 1969. Although, with the recovery in industrial out¬ 
put, there has been a measure of improvement generally in the 
working of companies, there were enterprises whose operations 
continued to be depressed. The Board of Trustees have therefore 
considered it prudent to continue to pursue a policy of caution in 


regard to income distribution to unit holders. Consistent with 
this policy, the Board have decided, as stated already, to increase 
nominally income distribution to the unit holders to 71 paise 
per unit i.e. 7.1 per cent (as against 7 per cent in the preceding 
year) which will absorb Rs. 402.23 lakhs. leaving a balance of Rs. 
36.02 lakh.s. The income allocated to the initial capital contri¬ 
butors, after deduction of their share of expenses, worked out 
to Rs. 24,45 lakhs. This, together with the balance of Rs. 1.74 
lakhs in the Initial Capital Appropriation Account— in all Rs. 
26.19 lakhs—is available for distribution. Of this, the Board 
have decided to make an income distribution to the initial capital 
contributors at the rate of 3.5 per cent, which will absorb Rs. 
17.5 lakhs, leaving a balance of Rs. 8.69 lakhs. Out of the un¬ 
distributed income, namely, Rs, 36.02 lakhs, in the ease of unit 
holders and Rs. 8.69 lakhs in the case of initia I capital contributors, 
it is proposed to transfer to General Reserve, Rs. 11.85 lakhs and 
Rs. 1.04 lakhs, in proportion to their respective shares. Tlie 
aggregate transfer to General Reserve thus amountsto Rs. 12.89 
lakhs, which also equals the profits realised on sale of Securities 
during the year. This willleaveRs. 24.17 lakhsandRs. 7.65 lakhs 
to be carried forward in the respective Appropriation Accounts. 

4. The total amount invested in units during the year registered 
a further ri.se to Rs. 17,16.17 lakhs from Rs. 15,33.52 lakhs in 
the previous year. Individuals continued to be the principal in¬ 
vestors, institutional purcha.scs being rather small. The amount 
invested by individuals amounted to Rs. 17,03,93 lakhs, the balance 
being accounted for by institutions. The aggregate number of 
applications received by the Trust during the year was 58,439, 
of which the number of applications from individuals accounted 
for 58,365. The further increase in the sale of units during the 
year, coming as it did on top of the substantial rise recorded 
in the previous year indicated that a growing cross-section of the 
population was becoming aware of the advantages of investing in 
units. 

5. During the year, response to units from non-residents 
also was better than in the preceding year. The number of appli¬ 
cations from non-residents was 323, the amount subscribed being 
Rs. 24.20 lakhs. In the preceding year, there were 213 applica¬ 
tions for Rs. 17.27 lakhs. Allowing for repurchases, units sold to 
and outstanding with non-residents as of June 30, 1969 amounted 
to Rs, 74.15 lakhs. With a view to popularising units among non¬ 
residents, particularly Indian nationals abroad, special promotional 
efforts have been initiated by the Trust (v/c/e paragraph 14). 

6. Repurchase of units by the Trust during the year amounted 
to R^. 167.11 lakhs under 8,217 applications as against Rs. 
121.93 lakhs under 7,828 applications in the preceding year. Re¬ 
purchases during the year worked out to 2.9 per cent of the aggre¬ 
gate funds invested by unit holders. 

7. Total investments of the Trust as on June 30,1969 amounted 
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to Rs. 65.4 croTcs. The distribution of the investments among the 
diflferont categories of securities and percentage thereof to total 
investments* as of this date, arc given below : 



Rs. 

Per 


crores 

cent 

Ordinary shares . 

24.0 

36.66 

Preference shares. 

9.3 

14.26 

IJebentures . 

26.9 

41.03 

Bonds of public corporations and Govt. 



securities . 

1.3 

2.02 

Advance deposits in respect of purchase of 



debentures and preference shares 

3.1 

4.81 

Advance Cal! Deposits. 

0.6 

0.90 

Application money . 

♦ 

0.05 

Treasury Bills 

0.2 

0.27 

Total. 

65.4 

100.(X) 


* Less than Rs. 5 lakhs. 

8. The pattern of investments of the Trust remained virtually 
unchanged during the year and reflected the overall investment 
objectives of the Unit Scheme, J964, namely, safely of capital 
and regular and growing income. The main guidelines for invest¬ 
ment continued to lay emphasis on securities of well-cstabhshed 
and sound companies providing safety coupled with good yield. 

9. There was a further rise in the Trust’s underwriting oi>era- 
tions which continued to be in the nature of firm commitments to 
invest uplo the amounts underwritten with respect to issues 
floated by old and established companies. During the year the 
Trust participated in the underwriting of M issues to the extent 
of R.S. 8.78 crores as against 36 issues totalling Rs. 7.56 crorcs 
in the preceding year. Debentures accounted for the bulk of 
the underwriting being Rs. 725.79 lakhs. The balance comprised 
preference shares (Rs. 100.50 lakhs) and ordinary shares (Rs. 
52 lakhs). 

10. The recovery in industrial output which bad started b> the 
beginning of 1968, and to which \ had referred in my previous 
Statement, gathered momentum during the year under review. 
The general index of industrial Production for the period July 
1968 to March 1969 recorded an increase of 6,8 per cent over that 
for the corresponding period of the previous year. The factors 
contributing to the industrial recovery included continued im¬ 
provement in the supply of raw materials, revival in demand for 
consumer goods in certain lines and the various measures taken 
by Govcrnmcni to stimulate industrial production and exports 
(vide last year’s Statement). Further steps initiated by Govern¬ 
ment towards assisting production and exports included extension 
of the tax holiday period for new industrial units and categorisa¬ 
tion of cotton and jute textiles as priority industries etc. Industries 
which recorded significant, increases in production included ferti¬ 
lisers, non-ferfous metals, iron ahd steel and among consumer 
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industries, cotton textiles, sugar, paper and paper products, cernent 
etc. Among capital goods industries, boilers and motor vehicles 
recorded significant improvement. However, in certain lines of 
engineering indu.slry. such as manufacture of wires, machinery, 
components and accessories, electrical equipments, cables etc., 
which had been severely affected by the recession in the previous 
year, there were further declines in output although at a slower 
pace. A bright spot in this sector was the notable export per¬ 
formance recorded by several units. 

II. In the capital market, new issue activity continued to re¬ 
main sluggish. Stock markets ruled steady during the first half 
of the year reflecting mainly the scarcity of floating stocks of good 
scrips in the context of increased volume of investibic funds. With 
the turn of the new year, namely, 1969, the market turned distinctly 
bullish, leading to an unhealthy spurt in share prices as the year 
progressed, necessitating the imposition of a ban on forward 
trading on June 28,1969. The index number of prices of variable 
dividend industrial securities, which had remained more or less 
steady in the first half of the year under review, shot upto 99.29 
by the end of June 1969 from 80.70 at the end of December 1968. 
Over the year as a whole, the index showed a net rise of as much 
as 22.5 per cent as against a modest increase of 3.5 per cent in 
the preceding year (y/de tabic below). 

RESERVE BANK OF INDIA INDEX NUMBERS OF 
SECURITY PRICES : ALL-INDIA 

(Base : 1961-62-100) 


Monthly average Variations over the year 

for June (per cent) 



1966 

1967 

1968 

1969 

1966-67 

1967-68 

1968-69 

Ordinary 

shams 

80.6 

78.1 

80.8 

99.0 

-3.1 

-f3.5 

—22.5 

Preference 

shares 

91.0 

88.1 

85.9 

88.3 

-3.2 

-2.5 

4-2.8 

Debentures 

91.9 

91.5 

91.9 

93.4 

- 0.4 

4-0.4 

4-1.6 


12. Thanks to the firmness in the stock market prices, the mar¬ 
ket value of the Trust’s invesimenls in relation to their book value 
as of June 30, 1969 showed, for the first time, an appreciation 
amounting to 8.9 per cent—in contrast to the depreciation of one 
per cent as at the end of June 1968. As is to be expected, the 
appreciation in the portfolio was mainly accounted for by ordinary 
shares. Taking into account the appreciation in its investments, 
the net value of the assets of the Trust as on June 30.1969 amoun¬ 
ted to Rs. 67,82,96.608. 

13, During the year under I'Cview, 15 companies whose securi¬ 
ties are in the Trust’s portfolio issued bonus shares. The ratio 
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of bonus shares to existing shares ranged from I for 10 shares to as 
high as 2 for I. 

14. Sales promotion efTorfs of the Tru.st continued to lay 
emphasis on spix‘ading the message of the Trust in the country 
side. During the year, the network of approved agents was con¬ 
siderably expanded. The number of agents, at the end of the 
year, stood at 1,775 as compared with 1,181 in the previous year. 
The number of approved brokers was also higher at 286 as against 
266 a year ago. Besides the Trust's various offices, units continued 
to be on sale at over 7,000 branches of the banks which have contri¬ 
buted to the Initial Capital of the Trust and at over 15,000 post 
offices throughout the country. The Trust is grateful to the banks, 
the Posts and Telegraphs Board and the National Savings 
Commissioner's Organisation for their continued assistance and 
co-operation. The Trust's publicity continued to be organised 
under the general supervision of the Inter-Departmental Commit¬ 
tee of the Ministry of Finance, Government of India. The 
Government of India sanctioned a grant of Rs. 9 lakhs for the 
financial year 1968-69 as against Rs. 12 lakhs for the previous 
year for the Trust's publicity. I may add here that Government’s 
grant towards publicity is being progressively marked down; it was 
as much as Rs. 25 lakhs in the year in which the Trust was estab¬ 
lished (1964). In addition to the funds thus made available by 
the Government, the Trust spent during the year from its revenue 
an amount exceeding Rs. 50,000 towards publicity. Apart from 
making use of the usual media of publicity, the Trust sent over 
10,000 personalised letters along with a .specially prepared booklet 
to Indian nationals resident in the U.S.A. to popularise the sale 
of units on a remittance basis. The Trust also addressed over 
50,000 personalised letters to various Government employees all 
over the country drawing a salary' of Rs. 500 and above. 

15. The Rciiivesimcnt Plan 1966 continued to make good pro¬ 
gress. The total amount reinvested during the year with respect 
to income distribution relating to the year ended June 1968 amoun¬ 
ted to Rs. 22.17 lakhs, the number of applications being 8,082. 
In the previous year, the amount reinvested had been Rs. 15.66 
lakhs, under 6,502 applications. With respect to the income distri¬ 
bution for the year ended June 30, 1969, the number of new appli¬ 
cations for reinvestment under the Plan received by the Trust 
aggregated 5,151 involving 19,55,010 units. 

16. In furtherance of one of its basic objectives, namely, pro¬ 
motion of thrift, especially among the medium and small income 
groups of the community, the Trust introduced the Voluntary 
Savings Plan 1969, which came into operation from 1st July 
1969. The plan provides a facility whereby a person of even re¬ 
latively small means can regularly invest in units. Through 
regular contributions made once in a quarter, a member partici¬ 
pating in the Plan can accumulate his units gradually and enjoy' 
benefit of capita] accumulation over a period of time. Income / 
distribution on the units allotted under the Plan is reinvested 


automatically so that there is acceleration In the accumulation of 
capital. After an initial contribution of not less than Rs. 110 
(existing unit holders desiring participation in the Plan arc exemp¬ 
ted from this if they so choose), quarterly contributions can be as 
little as Rs. 30. An important feature of the Plan is that the 
maximum number of single units that the contributions would 
fetch at the ruling price will be allotted to the members. Tn other 
words, the stipulation governing the sale of units outside the Plan, 
namely that imits should be purchased only in multiples of 10 will 
not apply to the units under this Plan. A member can withdraw 
from the Plan any lime he chooses. He can also withdraw part 
of his investment provided he has more than 50 units to his credit. 
I hope that investors, especially those from the relatively small 
and medium income groups, will take advantage of the ftan. 

17. Details of operations of a Savings-cum-Insurance Plan in 
co-operation with the Life-Insurance Corporation (vide last year’s 
Statement) are being worked out through discussions with the 
Corporation and it is hoped that a suitable Plan would be initiated 
by the Trust soon. 

18. The Trust is also formulating a Children’s Gift Plan. The 
Plan would provide a facility whereby donors including parents 
and dose relatives of a minor child can make investment in units 
for the benefit of the child. Till the child attains the age of 21, 
the income on units purchased would be automatically reinvested 
in further units. Thus, when the child reaches the age of 21, 
capital in the form of units would have been conveniently aa*umu- 
lated in favour of the child for needs such as education, marriage 
etc. 

19. Before I conclude, I may perhaps refer to an event of 
considerable significance to the economy. This is the promulga¬ 
tion by the Government of India, on July 19, 1969, of the Banking 
Companies (Acquisition and Transfer of Undertakings) Ordinance 
1969, in terms of which the undertakings of 14 leading Indian 
banks have been acquired and transferred to corresponding new 
banks, whose entire capital has been vested and allotted to the 
Central Government. This measure has been taken “in order to 
serve better the needs of development of the economy in confor¬ 
mity with national policy and objectives”. The Ordinance has 
since been replaced by an Act of the Parliament. The implications 
of this measure for the Trust’s investment portfolio, to the extent 
it has shares of the banks concerned and consequential measures 
called for arc engaging the attention of the Board of Trustees. 

20. The Trust is grateful to the Reserve Bank of India for the 
various facilities and the personnel the Bank continued to make 
available to it. It also wishes to place on record its deep apprecia¬ 
tion of the co-operation and assistance it has continued to receive 
from the State Banlc of India, apd its subsidiarieaand other commer¬ 
cial banks and ihc l,ife Insuraiic^ jCorponiticm of India. 
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MEETING THE OBJECTIVES 

Three new branches 

every two weeks! 

More than half 
in rural areas 



A major objective of the State Bank 
has been to extend banking 
facilities, particularly in the rural and 
semi-urban areas. The State Bank 
of India Act stipulated that a 
minimum of 400 Branches were 
to be opened within 5 years of the 
Bank’s inception. The target was 
exceeded within the stipulated period. 

Today the State Bank has 1,569 
banking offices spread all over the 
country, 893 of them in areas with 
population below 25,000. 

The State Bank Group including 
the seven Subsidiaries has 2,462 offices, 
roughly a third of all scheduled 
banks’ offices. Of the Group’s ,* 
offices, 60% are in the rural and 
semi-urban areas. 


STATE BANK- the biggest bank serves the smallest man 
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RECORDS AND STATISTICS 

IMPORT SUBSTITUTION 


IN its report, “Import Substitution and its Impacts”, the Directo¬ 
rate General of Technical Development (DGTD) has made u study 
of the savings of foreign exchange either due to impon sub¬ 
stitution or by the increase of production of the much-needed 
goods during the period 1960-67. Extracts of the stmly arc 
reproduced below. 

The concept of imports substitution is one of the many facets of 
‘import saving’ which aims at achieving the maximum possible 
degree of self-sufficiency in the industrial field by augmenting the 
foreign exchange resources on the one hand and stretching the 
available foreign exchange for ensuring the maximum rate of 
industrial growth on the other. This has always been the primary 
objective of industrial development and, perhaps, the most impor¬ 
tant function of the DGTD particularly in the recent years. 
As a measure of success achieved, it may be stated that during the 
years 1961-67, the index of industrial production increased 
from 112.5 to 219.4 for the engineering and from 118.8 to 193.1 
for the chemical industries (ba.se year 196() equal to 100), dc.spite 
the progressive reduction in foreign exchange expenditure as re¬ 
lated to production, amounting to about 40 |?er cent during the 
seven-year period. That this has been possible even though in 
the earlier stages of the phased manufacturing programmes the 
import contents were sizably higher is a tribute to the conccrlcd 
efforts on the part of the industry and the DGTD. 

Aspects of Substitution 

It has been possible to pursue imports substitution in one or 
more of the following:— 

(i) Substitution of imported raw materials, components and 
spare parts with indigenously manufactured materials and compo¬ 
nents of same specifications or of comparable specifications and 
according priority to their rapid development : 

(ii) reduction in the consumption of imported raw materials 
and components per unit of production; 

(iii) change-over of production of chemicals and chemical 
products from intermediates to their production from basic raw' 
materials; 

(iv) .substitution of imported raw materials or components by 
suitable alternatives with consequential changes in the specifica¬ 
tions of the end-products; and' 

(v) acceleration of the phased manufacturing programmes to 
achieve greater indigenous content in the shortest possible time. 

From the point of view of long-term objective that our pro¬ 
ducts should be in no way inferior to international standards and 
farther having regard to fostering exports, k has been desirable 
that our production should be of international standards. Thus, 
it became all the more necessary that the substitutes for Imported 
raw materials and components should be produced to identical 
or similar specifications. In other words (i), (ii) and (v) above 


have been the more important areas for imporis substitution and 
towards this direction the working of the DGTD has been more 
specifically oriented. 

The purpose of this study is to assess the progress made since 
1960 in the aforesaid directions and identification of areas in which 
import substitution is to be pursued more vigorously during the 
coming years. It is obviously not feasible to isolate the above 
factors from each otlier to work out the savings in foreign exchange 
expenditure due to each bccaase of the inevitable overlapping. 
Nevertheless, an attempt has been made in this study to show the 
savings of foreign exchange due to import substitution as a whole, 
and also by increasing production of the much-needed goods. 

Chemical Engineering 

For the various chemical engineering industries looked after 
by the DGTD, the value of production in 1960 was of the prdcr 
of Rs 6,875 million (Rs 687.50 crorcs) involving a foreign exchange 
expenditure of about Rs. 1,500 million (Rs 150.00 crorcs) i.c., 
about 22 per cent of the value of production. Taking into 
account the devaluation of rupee in mid-1966 for purposes of. 
comparison, the foreign exchange expenditure of Rs 1,500 million 
(Rs 150.00 crorcs) tantamounts to Rs 2,400 million (Rs 240.00 
crores), i.e. 30 p)er cent of the value of production obtaining iir 
1960, considering also the corresponding increase in the value of 
production to the extent of devaluation i.c., by about 13 per cent 
of the value of production. 

Over the F>criod i.e., 1961-67, the value of production increased 
about two and half times to Rs 16840 million (Rs 1684.0 crores) 
in 1967. However, the foreign exchange expenditure was sub¬ 
stantially less at Rs 3,110 million (Rs 311.00 crores) which works 
out at 18.4 per cent of the production value as against 30 per cent 
in 1960 i.c. less by about 40 per cent. Thus, due to the factors of 
reduction in the consumption of imported raw materials and com¬ 
ponents and acceleration of phased manufacturing programmes 
alone, the saving in foreign exchange over the seven-year period 
comes to about Rs 2,108 million (Rs 210*8 crores). 

In other words, ignoring the savings in foreign exchange on 
commercial imports and foreign trade due to more than doubling 
the country’s production, the foreign exchange component itself 
has come down substantially by about 40 per cent. However, an 
account must be taken of the very sizable increase in production 
without which our overall imports bill would have gone up 
substantially for the essential goods at least to the extent of 70 
per cent if not the full increase in production. In fact, for several 
essentia] goods like industria i machinery, c.g., cement, and sugar 
making machinery, tractors, boilers, machine tools, fertilizers, 
heavy and fine chemicals etc., the import requirements would have 
been much higher. It would thus be in order to take a modest 
figure of 70 per cent for this purpose. On this basis, the saving in 
foreign exchange due to increase in production over the seven- 
year period comes to Rs 5848.5 million (Rs 584.85 crates) i.e., 
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THE GWAUOR BAYON SILK MF6. (WVG.) CO., LTD. 

(Pulp Division) 

_ • 

Birlakootam—Mavoor—Kozhikode 

saves 

enormous foreign exchange for National Development 

by 

manufacturing Rayon-grade Dissolving Pulp out of 
bamboo eucalyptus and wood 

Gram ; ‘WOODPULP’, Calicut. Phono : 3971-74 

Mg. Agents : Birla (Gwalior) Pte. Ltd. Calcutta 
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Ks ^35 mitlion (Rs. 33,50 chores) per annum. On the Artl value 
of the increase m' prodia^tion, the corresponding figures 
would be Rs 8,335 million (R« 835.50 crorcs) for the entire period 
i,c., about Rs 1,200 million. (Rs 120.00 crorcs) per uimum. 

In making the above estimates, it has been assumed that the 
value of production has corresponded to the c.i.f. value of the 
imported counterpart and if there was no increase in production, 
imports at least to the extent of 70 per cent (of the increase in do¬ 
mestic production) would have been inescapable. It is generally 
known that our production is about 30 per cent higher in cost than 
the c.i.f. value of the imported counterpart. Talcing this aspect 
into consideration, our savings in foreign exchange due to the very 
essential increase in production and reduced to the c.i.f. value 
comes to about Rs 4,094 million (Rs 409.4 crorcs) about Rs 585 
million (Rs 58.5 crorcs) per annum. 

Foreign Exchange Earning 

In the present study it has been further assumed that the allo¬ 
cation of foreign exchange made to the industries in a given year 
has equalled the consumption of foreign exchange in that year. 
While this might not be strictly correct on the year-to-year basis, 
yet if wc take the seven-year period together any variation between 
the allocation and consumption of foreign exchange would be 
largely ironed out if the opening stocks in 1960 could be taken to 
equal the closing stocks in 1967. In the intervening period the 
position was rather erratic and there have been periods of shorUiges 
of foreign exchange allocations as well as of liberal allocations, 
the latter particularly for the priority and IDA sector industries, 
and this would not, therefore, throw any useful light on the study. 
An attempt has been made to correlate ihc foreign e.xchange allo¬ 
cations with the value of production in the year 1960 and similarly 
in 1967 to show the progress made in the seven-year period. A 
comparison of the foreign exchange allocation/consumption for 
the various industries as obtaining in 1960 with that obtaining in 
1967 as given in Table I (page 569) would show the position of 
the various industries individually. 

The fall in the incidence of foreign exchange expenditure as a 
result of accelerating the phased manufacturing programmes has 
been more pronounced in the engineering industries, particularly 
railway wagons, cranes, welding electrodes, agricultural tractors, 
diesel engines, power-driven pumps, industrial machinery inclu¬ 
ding sugar and cement mill machinery, boilers, LP gas cylinders, 
building and construction machinery, aluminium foils, trans¬ 
formers, electric motors, switch-gears, cables and wires, refrigera¬ 
tion equipment and scientific and other instruments. In the chemi¬ 
cal industries, on the other hand, the saving in foreign exchange 
expenditure has been more on account of the increase in production 
ofessentia I goods such as paper and paper products, tyres and tubes, 
fertilisers, refractories, drugs and pharmaceuticals, dyes 
and dyestuffs., baby foods, heavy and hne chemicals and diversi¬ 
fication of production, as well as basing production on primary raw 
materials instead of intermediates. This has followed a rational 
course, which was but natural, because in the chemical industry, 
there cannot be any question of phased manufacturing programme 
as ft is commonly understood. If wc produce an item, such raw 
materials as cannot be produced w'ould require to be imported for 
its production : if on the other hand wc do not produce an item, 
that item itself need to bie irttported at a much higher expenditure 


of exchange. For example, if a tyre footory comes iiflO 

existence, imported rubber will have to be supplkxl tp it aitft the 
real savings will not be in the form of savings of imported 
materials or componenu but due to the increase in production of 
the tyres and the resulting saving in their imports. Similar is the 
position of many other chemical industries. It was only In the 
pharmaceutical industry and some of the dye.stuffs where the 
production of intermediates and raw materials was taken up and 
coasidcrablc savings were achieved. It is because of this somewhat 
different nature of the chemical industry that savings in foreign 
exchange directly due to import substitution may not appear 
to be as pronounced as in the field of engineering 
industries. 

As wc proceed towards production of mo.st sophisticated pro¬ 
ducts comparable to the ones produced in the industrially advanced 
countries, a complete import substitution where the entire require¬ 
ments of raw materials including special steel and components is 
met from indigenous sources, is obviously not possible, be it for 
interna I market or exports. For several years to come the demands 
for some of the special steels, components and raw materials 
would remain too small to plan their economic production. Yet 
for many products such as sugar and cement making machinery, 
drilling equipments, conveyors, L.P. gus cylinders, chemical and 
pharmaceutical machinery, weighing machines, tea machinery, 
diesel engines, air-conditioning and refrigeration equipment, lifts, 
several types of cranes, steel structures, steel ca.sting and forging, 
the import content presently is 10 per cent or less, in many cases 
substantially Jess as shown in Tabic II (page 568). This would be 
further improved when the proposed steps have shown results. 
Several of the products such as sewing machines, bicycles, radio 
receivers, electric fans, railway wagons, transmission light towers, 
etc. which have sizable export market also fall in this 
category. 

Reduction In Import Content 

Apart from the large increase in production during the said 
seven-year period and substantial reduction in the import content, 
an equally remarkable achievement has been towards production 
of several new' items and new ranges of production established by 
the indigenous industries from year to year which were needed for 
supporting the economic and industrial growth of the country, 
without which the commercial import bill would have been pro¬ 
hibitively heavy. This would have caused a serious situation of 
shortages of the very essential goods and the country's economy 
would have been very adversely aftected. The important 
ones produced more recently, i.c., during 1965-67 arc sophisticated 
machine tools, precision dies, silicon traiisistois, tungsten 
carbide cores, scientilic and surgical instiuincnts, ion ex¬ 
change, insulin, fibre glass industrial furnaces, some basic 
and activated dyes, edible gcllatin, certain types of food processing 
equipment, industrial weighing machines, drugs and pharmaceuti¬ 
cals including D-2 and D-3 vitamins, stiepiocylinc, wattle extracts 
etc. 

It is now proposed to lay special emphasis on the products in 
which import content presently is of somewhat high order with a 
view to taking steps to reduce this suhsfantially. Seme of these 
products arc data processing and calculating machines, auto leave 
springs and coil springs, industrial cranes, boilers, coal mining 
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anci coal washer/ machines, automobileancllliaries, agricultural 
tractors, cables and wires, transformers and steel wire ropes. 

To'sum up, the following : 

1960 1967 


A, Value of production 


Rs crores . 

687.5 

1684.0 

B. Foreign xchange cal local ion- 

Rs crores . 

150.0 

311.0 

C. Mark up of foreign exchange allo¬ 
cation because of devaluation 

Rs crores . 

240.0 

311.0 

D. Mark up value of production because 
of devaluation— 

Rs crores . 

777.5 

1684,0 

M. Foreign exchange component 
i.e, C as percentage of D 

30 

18.4 


F. Fall in foreign exchange component 
as related to production during the 

period about 40 per cent 

G. Savings in foreign exchange expendi- 
diture during the period : 

By direct import substitution and acceleration of phased manu¬ 
facturing programme. 

(/) Foreign exchange requirement for the 1967 production 
on the basis of foreign exchange expenditure in 1960. 

240.0 

-X 1684.0—Rs 521.8 crores 

774.5 

(//) Actual expenditure Rs 311.0 crores 
Savings Rs 210.8 crores 

Percentage of saving about 40 per cent 

H. Savings in foreign exchange expenditure 
due to increased production ; 

(/) At full value of increased production 

(u) Increase in production during the 
period from (Col. D) Rs 906.5 crores 

(b) Increase in foreign exchange allocation 

during the period from (Col. C) 311.0 —240.0==* 

Rs 71.0 crores 

(c) Foreign exchange savings due to in¬ 
creased production (a - b) Rs 835.5 crores 

(<7) At 70 per cent of the value of in¬ 
creased production representing only 
the more essential goods Rs 584.85 crores 

(iU) (//) above at the estimated c.i.f. value Rs 409.40 crores 

During the last year, i.c. 1968, the rate of growth of chemical 
and engineering industries looked after by the DGTD was more 
than 10 per cent and about five per cent respectively. This was 
achieved with a substantially less expenditure of foreign exchange 
than in the previous years. 

There has been of late some criticism of the outcome of import 
substitution having contributed to a high-cost economy. It is 
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pointed out that on an average the indigenously producedgoods are 
30 to 40 per cent higher in cost than the imported goods. While 
this might be true in a narrow sense, the broader objectives and 
gains attained through import substitution cannot be ignored, and 
there can be no denying the fact that more we move towards self- 
sufficiency, the better will we be in a position to create healthy 
competition so essential for bringing down prices. During the 
earlier periods of development, there is always the inevitable handi¬ 
cap of foreign exchange shortages and high prices obtaining in a 
“sheltered” or sellers* market. Now that we arc nearing self- 
sufficiency, greater emphasis would need to be placed on creating 
additional capacity in selected fields to bring down the prices and 
on higher scales of production to reduce the production costs. 
The wide dispersal of industrial enterprises throughout the country, 
many of them operating at lower scales than what is internationally 
accepted us economical, has also contributed to high evsts. 

The fact that a strong industrial base has been created and we 
have reached the take-off stage in many industrial fields which 
have stood us in good stead during the recent emergencies, is indi¬ 
cative of the good achievement in the past and bright potential 
for future growth, ft is hoped to tackle this problems of high cost 
economy more cft'ectively in the coming years-having reached 
the starting point for such a development. 

TABUt 11 

IMPORT COMPONENT FOR SOME ENGINEERING 
INDUSTRIES 


Percentage of 

Item import 

component 


Trucks and buses 

.. 4.0 

Cars (Fiat) 

.. 1.0 

Jeeps 

.. 3.0 

3-WheeIers 

.. 5.0 ^ 

Cars (Ambassador) 

1.5 

Vespa scooter 

5.0 

Lambretta scooter 

6.0 

Railway wagons 

1.0 

Passenger and goods lifts 

1.0 

Transmission line tower 

4.0 

Power driven pumps 

.. 1.0 

Diesel engines other than vehicular 

5.0 

Sugar mill machinery 

8.0 

Cement machinery 

8.0 

Building and construction machinery 

5.0 

Air-conditioning and refrigeration 

.. 10.0 

Radio receivers 

2.0 

Bicycles 

.. Nil 

Sewing Machines 

.* m 
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FOREIGN EXCHANGE SAVINGS DUE TO PRODUCTION IN SOME MAJOR INDUSTRIES. 


(Rs. lakhs) 



Name of industry Production 

Foreign 

Net saving 

Pjoduction 

Foreign 

Net saving 

Saving 

Average 


value 

e;cchange 

in foreign 

value 

exchange 

in f(>reign 

achieved 

increase 



expenditure 

exchange 


expenditure 

exchange 

in seven 

in saving 




due to 



due to 

years 

per year 




production 



prouuetitin CV)! 7 minus 

progressively 




in I960 



in 1967 

Col. 4. 

Col. 8 
divided by 









seven 

1 

2 

3 

4 

5 

6 

7 

8 

9 

Watches & time-pieces 

9.04 

1.35 

7,69 

141.00 

17.45 

123 55 

115.86 

16.55 

Bali & roller bearings 
Calculating and data pro- 

151 .3.3 

36.30 

115.03 

682 70 

256.70 

426.00 

310.97 

44.42 

cessing machines 

64.30 

16.96 

47.34 

328.89 

73.90 

2.54.99 

207.65 

29.66 

Typewriters 

168.14 

43.70 

124.44 

332.16 

47.00 

285.16 

160.72 

23.00 

Sewing machines 

336.00 

25.50 

310.50 

405.38 

28 00 

377.38 

66 8R 

9.55 

Bicycles and bicycle parts 
Automobile and coil 

1,838.00 

370.23 

1,467 77 

3,797.00 

446.74 

3,350.26 

1.882.49 

268.93 

springs 

262.00 

107. Wl 

154.40 

632.00 

54.70 

577.30 

422.90 

60.41 

Railways wagons 

3,650.00 

730. (X) 

2,920. (X) 

4,6(X).00 

46.00 

4.554.(30 

1/>.14.(K) 

233.43 

Steel wire ropes 

100 00 

50.00 

50.00 

410.00 

164.00 

246.110 

196 (X) 

28.00 

Passenger and goods lifts 
Cranes (other than mobile,") 

IIO.(X) 

11.00 

99.00 

255.00 

25.(K) 

230.00 

131.00 

18.71 

truck/crav^ ler mountedt j- 

150 00 

30.00 

120.00 

589 00 

60 00 

529. (X) 

409 00 

58.43 

Hlectric/Air hoist block J 
Steel pipes and tubes 

1,440.00 

147.00 

1,293.00 

4.('80 00 

376.00 

3,704.00 

2,411.00 

344.43 

Welding electrodes 

330.00 

130.(K) 

2(X) <X) 

687.00 

158.00 

529.00 

329.00 

47.00 

Bright bars 

Commercial vehicles iiiclu-^ 
ding cars and jeeps j 

96.00 

19.00 

77.00 

616.00 

78.00 

538.00 

461 00 

65 86 

711.91 

15.020.00 

3,273.40 

11,746.60 

19,670.00 

2,940.00 

16.730.00 

4,983.40 

Motor cycle, scooters, mc»- f 
peds and scooterettes. J 
Automobile anciilaries 
Wheeled agricultural trac- 

1,200.00 

328.20 

871 80 

6,520.00 

1.640 00 

4.880.00 

4,008.20 

817.80 

572.60 

116.83 

tors 

32.60 

29.00 

3.60 

1,368.40 

547. (X) 

821.40 

Diesel engines (other than 







1,895.05 


vehicular) 

535.60 

214.30 

321.30 

2,333.00 

1 \ 6 65 

2.216.35 

270.72 

Power-driven pumps 

132.(H) 

13 20 

118.80 

684 II 

6.84 

677.27 

558 47 

79.78 

Sugar mill machinery 

419 

191 .6 

227 A 

1.058 

45 6 

1,012 4 

785 0 

112 0 

Cement mill niachincr\- 

64 

4.6 

59.4 

658 

150 4 

.507.6 

448 2 

64.0 

Boilers 

53 

16 4 

36.6 

470 

157. I 

312.9 

276.3 

39.4 

Drilling equipment 

2 

9.5 

7 5 

286 

60 5 

225 5 

218.0 

31.0 

Conveyors 

26 

4.9 

21 I 

560 

18 1 

541 .9 

520.8 

74.4 

Gas cylinders (L.P.) 

27 

16 0 

n .0 

171 

2.1 

168.9 

157.9 

22.5 

Reduction gears 

9 

2.2 

6.S 

160 

28.7 

131 3 

124.5 

17.7 

Pulp and paper making ma- 
diinery 

Chemical and pharm. ma¬ 

2 

1.0 

1 .0 

235 

63.3 

171.7 

810.4 

170.7 

710.4 

24.4 

101.4 

chinery 

145 

45.0 

1(K).0 

900 

89.6 

Bldg, and Constn. Ma¬ 
chinery 

D 17 machinery 

104 

17 

16.4 

17 

87.6 

172 

96 

4.0 

5.0 

168.0 

91 0 

80.4 

91.0 

11.4 

13.0 

Cables ami Wires 









Power cables 

174.00 

130.00 

44.00 

2,025.tK) 

1,000.00 

1,025.00 

981.00 

140.14 

VJR/PVC cables 
ACSR/ARC conductors 
Telephone cables 

Winding wires and strips 
Electric motors 

Switchgear 

Storage batteries 

Dry cells 

Electric lamps 
Air-conditioning and re¬ 

750.00 
844.00 
163.00 
327.00 
682, (K^ 
400.00 
504.00 
761.00 
411.00 

485.00 

549.00 

115.00 

245.00 

240.00 

200.00 

200.00 

225.00 

80.00 

265.00 
295.00 
48.00 
82. (X) 
442.00 
200.00 
304.00 
536.(X) 
331.00 

1,851.00 

4,284.00 

814.00 

2,475.00 

2,650.00 

3,240.00 

1,062.00 

1,200.00 

1,074.00 

740.00 

1,935.00 

450.00 

1,632.(X) 

320.00 

650.00 

212.00 

240.00 

100.00 

l,lll.(K) 

2,349.00 

364.00 

843.00 

2,330.00 

2,590.00 

850.00 

960.00 

974.00 

846.00 
2,054.00 
316.0(.) 
761.00 
1,888.00 
2,390.00 
546.00 
424.00 
643.00 

120.86 

293.43 
45.14 

108.71 

269.71 

341.43 
78.00 
60.57 
91.86 

frigeration (Both domes¬ 
tic and industrial) 

Electric fhm 

468.00 

1,568.00 

188.00 

300.00 

280.00 

1.268.00 

1,825.00 

2,042.00 

185.00 

200.00 

1,640.00 

1,842.00 

1.360.00 

574.00 

194.29 

82.00 
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3 

4 

5 

6 

7 

S 

9 

I'l.ish light eases 

146.00 

22.00 

124.00 

386.00 

7.00 

379.00 

255.00 

.36.43 

Fra ns formers 

Scientific and Surveying 

437.00 

260.00 

177.00 

3.310.00 

1 ,000.00 

2,310.00 

2,133.00 

394.71 

Instruments* 

B ra ss/C o p pc r • A1 ii m i n i u i n 
sheets/circIcs/St ri ps Coi U/ 

280. (X) 

90.00 

I90.(X) 

1,385 46 

215.(M) 

1,170.46 

980.46 

140.06 

Rolling 

I:\lriidcd brass'Copper 

1.480.00 

9(K).0() 

580.00 

1,9.35.30 

1 ,100.00 

835.30 

255.30 

36.47 

solids ^hollows 

Rolled zinc sheets Strips for 
printing and other non- 

138.50 

85.(K) 

53.50 

862.60 

425. (X) 

437.60 

384.10 

54.87 

electrical uses 

Industrial brass^Bron/e 

0 IK) 

.1 00 

3.00 

26.50 

11.00 

15 50 

12.50 

1.80 

rods/wires 

Non-fenous alloys C'u. /n. 

19 (K1 

15.00 

4 00 

60 30 

45.00 

15.30 

11.30 

. 1.60 

Rb. Sn, Al. based 


460. (X) 

140.00 

2,8I6.(K) 

2,070.00 

746. (K) 

606.00 

86.57 

Lead pipes and tiilscs 

7 00 

3.70 

3.30 

8 00 

3.80 

4.20 

0.90 

0.13 

Lead sheets 

Za ri / N on -e leci nca 1 c( i p pc r 

3.80 

2.60 

1.20 

33.0 

19.(K) 

14.00 

12.80 

1.83 

wires 

22 00 

S.CK) 

14.00 

35.00 

18.00 

17.00 

3.00 

0.43 

Nickel anodes 

Aluminium foiK/coiuainer 

12.50 

9 50 

3.00 

45.50 

27.00 

18.50 

15.50 

2.20 

sheets 

231 .(K) 

90.00 

141.00 

525.00 

22 . <K) 

503.00 

362.00 

51.71 

Sintered parts 

0 75 

0.30 

0.45 

31.00 

12.00 

19.00 

18.55 

2.65 

Aluminium 

588.00 

-to. 89 

547.11 

3,857.00 

130.99 

3,726.00 

3,179.00 

454.13 

Cop pc I 

276.(K) 

5.92 

270.08 

748.00 

19.80 

728.20 

458.12 

65.45 

Lead 

51 60 

3.55 

48.05 

66.80 

0.62 

66.18 

18.13 

2.57 

Antimony 

31 .41 

10.19 

15.22 

84.70 

32.00 

52.70 

37.48 

5.30 

Steel forgings 

525.00 

11.31 

513.69 

!,I46.(K) 

33.60 

1,112.40 

598.71 

85.53 

Steel castings 

502 (K) 

29.32 

472.68 

1,582.00 

26.42 

1,555.58 

1,082.90 

' 154.70 

M.L castings 

C.L castings/Alloy castings 

50 35 

2.93 

47.42 

414.00 

10. (X) 

404.00 

356.58 

50.94 

(incl. S (i. castings) 

22 55 

Negl. 

22.50 

2,646 25 

3.40 

2,642.85 

2.620.30 

374.33 

Tanning industry 

783.60 

162.f)0 

621.60 

1,288.60 

117.00 

1,171 60 

551.0 

78.70 

Leather footwear 

Paper, paper-board, pulp- 
stiavN board converted 

585.10 

24.70 

560.40 

1,762.90 

7.tK) 

1,755 90 

1,195.50 

170.80 

paper products 

0,700.00 

585.00 

6,115.(M) 

13,036.00 

5,937.5 

7,098.50 

983.50 

140.50 

Automobile tyres and tubes 

3.901.55 

1,000.(K) 

2,901.55 

10,776 00 

985.00 

9,791.00 

6,889.45 

984.20 

Bicycle tyres and tubes 

701.54 

180.00 

521.54 

1,642.73 

93. (X) 

1,549.73 

1,028.19 

146.90 

i^ aiTiwI back 

Rublx^r and canvas Itxn- 

241.04 

76. tM) 

165.64 

757 53 

56. (X) 

701.53 

535.89 

76.55 

vvea f 

1,050.91 

246 (K) 

810.91 

2,068. (X) 

60.00 

2,008.00 

11.97.09 

171.00 

All other rubber products 

830.00 

200.00 

630.00 

1,603.43 

117.00 

1,486.43 

856.43 

122.35 

Refractories 

Porcelain insulators and 

1,600 00 

17.(X) 

1,583.00 

2,400.00 

20. (X) 

2.380.00 

797.00 

113.90 

other ceramics 

5(X).()0 

40.50 

459.50 

1,260.00 

11.70 

1,248.30 

788.80 

112.70 

Asbestos cement products 

1,005.00 

211.00 

794.00 

1,378.00 

400.00 

978.00 

184,00 

26.30 

Pencils 

Fertilizers (nitrogen and 

128.40 

43. (K) 

85.40 

165.00 

16.00 

149.00 

63.60 

9.10 

phosphate) 

1,814.00 

310.00 

1,504.00 

7,348.00 

1,768.00 

5,580.00 

4,076.00 

582.30 

Drugs and pharmaceuticals 
Glass and glassware includ¬ 

1,000 IK) 

940.00 

6,060.00 

19,000.00 

809.00 

18,191.00 

12,131.00 

1,733.00 

ing cnamciwares 

2,225.10 

65.00 

2,160.10 

3,135.00 

105,93 

3,029.07 

868.97 

124.14 

Plywood 

640.25 

49.58 

590.67 

1,251.90 

7.42 

1,244.48 

653.81 

93.40 

Fibreboard 

26.45 

10,22 

16.23 

107.90 

1.35 

106.55 

90.32 

12.90 


08.729.96 

15,077.55 

53,652.41 

168,425.04 

31,113.91 

1,37,311.12 

83,659.77 

11,950.71 


* Includes industrial and process control instruments. X-ray and elcctromcdica I equipments, photographic instruments, thermometers, 
mathematical and drawing instruments, medical and surgical instruments, water meters, house service meters and electrical 
measuring inslrumcnts. 
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finance your 
new plant 
with the sales tax 
you pay 

Eevised Package Scheme of Incentives makes tins possible 

r I 

You can now set up a new unit in the developing regi¬ 
ons* of Maharashtra with an 18-year, interest-free loan 
equal to a refund on the Sales Tax you pay for three 
years on an existing unit in Bombay or elsewhere in 
the State. To be eligible, a unit within the Bombay/ 

Thana/Panvel/Khopoli/Poona region must be paying 
Sales Tax of at least Rs. 3 lakhs a year and those 
outside, at least Rs. 1 lakh. 

/ fmcUmt'- New units In the developing areas can get a 
similar loan equal to Sates Tax paid every year for the 
first six years of production. 

• M parts of Maharashtra apart from the Industrially saturated Bombay IT hanalPanir^JKhopotiJPoona complex. 


These are some of the concrete benefits that the 
revised Package Scheme of Incentives of the Govern*! 
ment of Maharashtra offers you. 


j Find out what's in it for you from SICOM, now I 
I appointed Agent for this Scheme. | 

I Contact our Incentives Cell, Plant Location Service I 
j for details on how you can benefit from the revised | 
I Package Scheme of Incentives. I 

V_4 



THB STATE INDUSTRIAL AMD INVESTMENT CORPDRATION DF MAHARASHTRA UMIT^ 

MIttry Bhavan, Olnsha Vachha Road, Bombay 20. Tei : 29321 6 
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]¥ot for nothing 
is Wills Filter South Asians 
largest-selling fUter cigarette^ 

It^s got everything 
you want in a smoke. 


■■■■. ■: ■ ■■■ 





tisIMforZO 
90p for 10 


It's got hand-picked Virginia tobaccos, and an 
efficient fiiter. Truly made for each other, 
they combine to deliver total smoking satisfaction. 

No wonder Wills Filter is the iargest-selling 
filter cigarette in South Asia. 

It’s the 
^niade for eaeh other’ blend 
tliat set the filter trend! 
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AN OPEN LETTER TO THE PRIME MINISTER. 
AND FINANCE MINISTER 

Dear Mrs Indira Gandhi. 

I would congiatulate you at once on certain constructive observations on 
economic policy which you happened to make at the luncheon meeting at the 
Press Club in the capital last week. My appreciation is all the greater since 
statements of this quality arc becoming rather rare in the public pronouncements 
of yourself or your close colleagues in the central government. Every diminu¬ 
tion, however slight, in the demagogic spirit in our rulers clearly deserves lo be 
warmly w'clcomed. 

I was particularly impressed with your disclaiming any intention on your part 
lo pursue opportunistic economic policies in an adventurist spirit under the guise of 
some bra\e new economic programme for establishing socialism in the land. You 
made it clear that your preoccupation was with the early and cflectivc implementa¬ 
tion of policies or programmes already sanctioned by your party and generally 
accepted as broadly desirable in the national interest. In this connection, you 
referred specifically to the 10-point programme adopted by your party and the 
endorsement by the recent Bangalore session of the A ICC of your note on whal 
needed to be done by the central and state governments in the economic sphere. 

Your allusions Ip bank nationalisation, again, had, on this occasion, a ring O' 
practical wisdoni. This, too, is particularly worthy of commendation since the 
many claims you publicly made about the virtues of this measure in the heady 
days following the relevant ordinance did arouse, most unfortunately, the sus¬ 
picion that either you did not know what you were talking about or you were 
deliberately attempting to make political hay out of the sunshine of misguided 
popular enthusiasm. It is reassuring, indeed, to be told, at least at this somewhat 
late stage, that the nationalisation of banking was not cfTccicd with a view' lo enab¬ 
ling the government lo throw money away. 

He would, indeed, be an optimist who could have believed that such an under¬ 
taking on your pan was superfluous and ! should add. perhaps, that one need not 
necessarily be a pessimist if one were lo choose to wait for the eating as the only 
reliable proof of the pudding. To the extent that you Iiavc conceded the position 
and committed yourself publicly to it that nationalised banking is not intended lo 
be operated as a kind of stale lottery, informed public opinion should no doubt 
be thankful to you, especially as this assurance by you should strengthen its watch¬ 
dog position in exercising vigilance over the affairs and activities of nationalised 
hanking in the days to come. 

There was, on ihc whole, then, a return lo sobriety on this occasion in your 
observations on economic policy. It would be too much perhaps to hope that 
you would always maintain similar balance or restraint when addressing other 
and different audiences, such as the assemblies which arc marshalled before your 
residence day after cliiy. Nevertheless, it is some gain to ihc cause of rc,sponsibic 
government that, at least on a relatively serious occasion, you were i*)ersiiaded to 
recognise the importance of the Prime Minister of the country speaking with 
some respect for the realities of the government's responsibility for guiding or 
managing the national economy properly. 

This encourages me to urge on you to reconsider the propriety of your continu¬ 
ing to be in charge of (he Finance portfolio. At the Press Club luncheon you 
declared without mincing words that you proposed to be your own Finance Minsi 
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ter until you had done certain specific 
things which you had in mind when you 
decided to relieve Mr Morarji Desai 
of the Finance portfolio and take it up 
yourself. Vou also tried to make the 
further point that there was no sense 
in your giving up the portfolio so soon 
after assuming it and that, had it not 
been your intention to retain the 
responsibility for Finance for some 
lime, you could easily have transferred 
it from Mr Morarji Desai to some 
other person even in the first instance. 

To lake your second point first, 1 
am afraid I do not find you convincing. 
It is a well-known fact that, when you 
relieved Mr Desai of the Finance port¬ 
folio, you did so not only in the con¬ 
text of general political excitement but 
also in circumstances of personal stresses 
and strains. It was clear even then -- 
and it has kept becoming more and 
more clear since—that your taking over 
of the Finance portfolio from Mr 
Desai was an act of political brinkman¬ 
ship and a part of the strategy you were 
evolving for lighting out the issue of 
your ascendancy in the government and 
the parly with some of your colleagues 
in the cabinet or the Congress organi¬ 
sation who, you thought, were in the 
process of challenging your primacy in 
party or national politics or even 
threatening your prime ministership. 
In those circumstances, you evidently 
realised that it was to your personal 
advantage to sensationalise your politi¬ 
cal campaign by assuming direct res¬ 
ponsibility for the Finance portfolio 
and thereby concretising the fact that 
you were assuming personal leadership 
of the economic programme endorsed 
at Bangalore by the AlCC on your 
initiative. 

These political considerations apart, 
there was also the practical aspect. At 
the time you relieved Mr Desai of the 
Finance portfolio, you had already de¬ 
cided to nationalise banking within the 
next few days by issuing an ordinance 
before Parliament, which was due to 
meet the following week, could assem¬ 
ble. The temptation to put your per¬ 
sonal stamp in the most direct and 
dramatic way on the bank nationalisa¬ 
tion measure and thereby exploit its 
demagogic appeal to the full for 
strengthening your political position. 
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particularly in the Congress hierarchy, 
was naturally found irresistible by 
you. 

Add to this the practical difficulty of 
finding a suitable person for the Finance 
portfolio at short notice, your decision 
to assume charge of this portfolio your¬ 
self after relieving Mr Desai of this 
ministr)', could easily be explained. 
There are only two among ministers of 
full cabinet rank who may be said to 
be close to you personally. They, 
probably, arc also the only two persons 
in whom you have complete confi¬ 
dence as wholly dependable political 
collaborators. You realise, perhaps, 
that neither of them qualifies for the 
Finance portfolio, or you may at least 
have a lively awareness of the difficulty 
that the appointment of either of them 
as Finance Minister is not likely to be 
well-received, whether in the Congress 
party or in the country at large. 

As for the other argument that you 
had to retain the Finance portfolio until 
you had done what you had set out to 
do when you assumed charge of this 
ministry, 1, for one, am unable to follow 
yoiir reasoning. If, as you have said, 
the purpose of your economic policy 
is the early and effective implemen¬ 
tation of the lO-point programme of 
your party, I would point out that there 
is nothing in this programme that 
concerns the Finance Ministry in the 
central government which cannot be 


Fven those who with Professor Hayek, re¬ 
gard exchange control as the most vicious and 
unmistakable symbol of the totalitarian eco- 
nomy, cannot fail to be impressed by the fact 
that at no time from 1931 to 1939, except for 
limited parts of 1935 and 1936, were abandon¬ 
ments or abatements of exchange control as 
important in the aggregate as new introduc¬ 
tions or extensions thereof. Indeed in spite 
of the clear-cut doctrine about the advan¬ 
tages of international speciali/ation such as 
are professedly seeing by a common stable 
money, as amongst lUtkhis, the trend towards 
a widespread adoption of the techotque of 
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carried out a Finance Minister en¬ 
joying the confidence and functioning 
under the guidance of the Prime 
Minister. It is also a fact that a good 
deal of the 10-point programme, 
especially in those parts of it where 
jurisdiction and responsibility belong 
to state governments, is a subject not 
for the central Finance Minister 
to deal with, but for the Prime 
Minister to manage through the inj 
iluence or authority of that august 
office. To put all this differently, it is 
surely inherent in the nature and legiti¬ 
mate authority of the office of Prime 
Minister that the holflcr of this office 
can and docs command effectively the 
major courses of government policies 
and programmes simply by virtue of 
being Prime Minister. 

There is, therefore, no substance in 
your plea that the implementation 
of the lO-poini programme nccessu^ly 
involves your continuing to be in direct 
charge of the Finance Ministry. The 
principles and practices of good go¬ 
vernment and sound administration 
plainly decree, in fact, that the Prime 
Minister should not carry for any length 
of time the burden of the detailed 
administration of a heavy portfolio. 
This golden rule is specially applicable 
to your circumstances. In the first 
place, there is the obvious fact that, 
whatever your other accomplishments 
may be, you certainly do not have any 


exchange control, in spite of its administrative 
burden and inconveniences has been so sus¬ 
tained and continuous that it can hardly be 
regarded as a fortuitous event and not as the 
result of sustained pressure of deep-lying 
economic factors. It is true that the trend 
has been more pronounced during abnormal 
periods of financial crisis, but what is even 
more significant is thi fact that during the war 
when the maximum utilization of national 
resources is the first consideration, recognition 
of the necessity of exchange control has also 
been universal. 

c-r! 
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^particular background, knowledge or 
training relevant to the responsibilities 
of the Finance portfolio. While this 
docs not necessarily disqualify you for 
this ministry, it would certainly call 
for more intensive application, which 
means longer hours and harder work 
on your part, than might otherwise be 
demanded of its minist(^r by the Fi¬ 
nance ministry. As it happens, this is 
¥ the kind of demand which ought not 
to be made of any prime minister, 
especially a prime minister in your 
particular circumstances. 

Let me explain the hist point further. 
Right now, in addition to your normal 
responsibilities as Prime Minister, you 
have taken upon yourself the task of 
leading a political crusade for social¬ 
ism and rebuilding your parly on a 
mass base. It is clear that this self- 
imposed assignment of yours must last, 
in full vigour, at least till the next 
general election which is due in 1972. 
Jl follows that, during this period, party 
and national politics arc bound to 
claim the lion’s share of your lime and 
energy. You will certainly be spending 
a good deitJ of your time away from the 
capital, touring various parts of the 
country in your effort to make friends 
or inlluence people and you will have 
to undertake all these lours while being 
ceaselessly concerned about attacks on 
your political flanks or rear from un¬ 
sympathetic or plainly hostile indivi¬ 
duals or groups at strategic levels in 
your own party. 

Whether one likes it or not, one 
cannot be blind to the fact that you do 
not command full support in the Cong¬ 
ress organisation or even in the central 
government. It is true that the most 
important round so far in the power 
struggle has gone to you, but the 
ivtruggle itself goes on. I am empha¬ 
sizing this point only to bring out 
the fact that you arc in no posi¬ 
tion to take for granted the auto¬ 
matic support of even the Congress 
parliamentary parly for you or your 
policies. It is possible, of course, that 
the position may change and you, no 
doubt, are an extremely courageous and 
skilful protagonist in the political in¬ 
fighting now going on in the Congress 
qrganisation. Nevertheless, what is 
.I'ekyant to the present discussion is 
ihat politics, in its many forms, must be 
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your prime concern and occupation in 
the foreseeable future. 

This makes it alt the more necessary 
that, in the interest of good govern¬ 
ment and sound administration, you 
should not retain a major portfolio, 
such as Finance, but find for it a sepa¬ 
rate and suitable minister. Earlier this 
year, you divcsicd yourself of the 
Ministry of External Affairs, which had 
been your charge, and granted it the 
advantage of a whole-time minister. 
Although this might have been moti¬ 
vated, in part, b> your natural desire 
to reward a favourite courtier with a 
prestigious portfolio, the step itself was 
one in the right direction. To continue 
to retain Finance in your keeping would 
be, equally clearly, a step in the v/rong 
direction. 

This would be a misdirected step all 
the more because the nation’s economy 
may soon be striking a tricky patch. 
While, fortunately, the weather has 
been behaving and the outlook for food 
and other agricuIlLiral produce is bright, 
it would be dangerous to be complacent 
about the lurking menace of renewed 
inflationary pressures. Industrial pro¬ 
duction, including the production of 
consumer goods, is disturbingly lethar¬ 
gic and there is very little dynamism 
evident in this sector of the economy. 
As against this, there arc likely to be 
very considerable increases in the pur¬ 
chasing power of tliosc sections of the 
people whose propensity to consume is 
liigh. 

There has already been a surge in 
wage levels and the indications arc that 

Land for 

THE outlook for plantation industries 
in the three southern states of Tamil 
Nadu, Mysore and Kerala is not consi¬ 
dered reassuring, because of the pecu¬ 
liar problems that have to be tackled 
by the producers o( the three major 
crops—tea, coffee and rubber. At the 
76th annual conference of the United 
Planters’Association of Southern India 
(UPASI), held recently, its president, 
Mr P. G. Gurjer, drew pointed ailcnlion 
to the importance of raising labour 
productivity, the streamlining of lax 
measures and the extension of acreage 
under the respective crops in order to 
improve profitability and provide larger 
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this movement will be kept up. Good 
harvests and good prices for agricultural 
produce are likely to leave more spend¬ 
ing money with people in the country¬ 
side. Simultaneously, the trend of 
current government thinking on econo¬ 
mic issues, such as the role of hank 
credit, is clearly inclined towards the 
injection of large doses of purchasing 
power into various parts of the com¬ 
munity under conditions carrying the 
risk of unproductive or wasteful use of 
capital. In these circumstances, jt 
is assuredly not in the national 
interest that the finance Ministry 
should be run mainly as a political 
assignment directly involved in the 
power struggle raging within the ruling 
party. 

A certain degree of detachment from 
the exigencies of the political game, 
as it is now being played by you (or 
against you), is indispensable to (he pro¬ 
per management of the Finance port¬ 
folio. Add to this the need for a minimum 
of economic expertise and ad¬ 
ministrative competence in dealing with 
the increasingly complex responsibili¬ 
ties w'hich the Finance Ministry is 
bound to accumulate in its effort to 
cope with the diflicult and delicate 
problems of co-ordinating progress with 
stability which are expected to arise 
in the months ahead. 7'he Finance 
portfolio surely is not to be treated 
as an ad hoc part-time assignment for 
a Frinio Minister coni|)elIed by circums¬ 
tances of her making to work over¬ 
time. 

Ei^rroR 

Plantations 

employment to repatriates and 
others. 

The tea planters arc in an unfor¬ 
tunate position as the prevalence of 
unrcmuncrative prices in the work 
markets as a result of an excess of 
output over demand has weakened their 
competitive ability. The latest deve¬ 
lopments in West Bengal have naturally 
given rise to fears that an undue rise 
in wage costs without an intprovement 
in productivity may lead to an impair¬ 
ment of profit margins which will affect 
the further growth of the industry. 

The subsidy for replantation of obsolc- 
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scent acreage has been welcomed. But 
the central go\ernmenl is yet to take a 
decision on some of the important 
recommendations of the Borooah 
Committee, which submitted its report 
last year. The tax iclicfs that can be 
granted by the centre have been made 
available to some extent. But there 
arc many recommendations which can 
be implemented only by the state gov¬ 
ernments and the states concerned are 
not willing to shed their revenues in 
the absence of any arrangement which 
will compensate the loss sustained by 
them. 

Thcic will obviously have to be some 
new scheme which will he helpful in 
realising higher export prices. The 
Food and Agricultural Organisation 
has suggested that there should be 
restriction of output and regulation of 
exports. But it is feared that the elTcct 
of the new restrictions will be felt keenly 
by India and Ceylon which arc the 
biggest world producers. For some 
time past efi’orts have been made by 
these two countries to promote the tea- 
drinking habit in new areas and under- 
lake joint marketing arrangements. It 
was even suggested that a consortium 
should be formed for this purpose by 
Indit and Ceylon. But in view of the 
conflicting interests and dilTering ap¬ 
proaches to the outstanding issues, 
no satisfactory solutions have been 
found so far. 

There arc also proposals for arriving 
at an agreement helwcen the Fast 
African producers, India, Ceylon rinci 
Indonesia for restricting and regulating 
output and cxpi^rts. But in view of the 
varying conditions in the different 
countries and the anxiety of the East 
African producers to develop their own 
industries, competitive selling has led 
to a decline in prices by nearly 15 per 
cent in the past year and it has been 
complained by Indian planters that the 
advantage of lower export duties on 
lea has been nullified by a drop in old 
prices and a further rise in costs. It is, 
therefore, expected that the central 
government will reduce again export 
duties. But, as the IJPASI president 
has suggested, the governments of the 
ihrce slates in the south should also 
consider favourably the request of 
planters for the allotment of lands 
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adjoining their estates for extending 
the acreage under different crops. 

It is felt that only with a crash pro¬ 
gramme of replantation and extension 
of acreage the disabilities endured by 
planters can be overcome to a certain 
extent by resultant higher productivity. 
There can be no objection to the pro¬ 
posal of the stale governments to open 
up new areas for starling state-owned 
plantations. Indeed the experiment 
will be helpful in understanding more 
clearly the problems of plantation 
industries. But the state governments 
will be furlhcring their own intcrcsls if 
Ihe legitimate request of the existing 
planters are looked into and additional 
land is allotted to them in contiguous 
areas. 

The question of pulling to 
appropriate use scarce land resources 
should also be examined as it has been 
stated that in some areas rubber is 
grown where tea can be produced more 
profitably and tea produced in acreage 
which is better titled to grow cotfcc. 
If over a period the most suitable crops 
could be grown in these areas, the 
cost of production could be brought 
down appreciably. It will be necessarv. 
however, to devise a new scheme which 
will provide subsidies of an order 
which will compensate to a significant 
extent the loss of current earnings that 
will have to be suffered by the estates 
concerned. 

As regards coffee, there is need for 
avoiding violent fluctuations in output 
by changing the types of this plantation 
commodity grown in the affected areas. 
But from the long-term point of view 
there will have to be a faster growth 
of output as it is likely that an un¬ 
expected increase in internal consump¬ 
tion may result in a reduction in the 
exportable surplus. The high rates 
of taxation in Mysore particularly have 
had an inhibiting effect on the deve¬ 
lopment of this industry and the de¬ 
mand has l>ecn repeatedly put forward 
that the state government should con¬ 
sider a reduction in the burden of agri¬ 
cultural income-tax. There will also 
have to be some changes in the methods 
of marketing. While the consumers 
have been complaining about high 
pricc.s for this popular beverage, the 
estate owners have been stating that 
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the prices realised by them are far below 
those paid by the Consumers. 

In respect of rubber, a fantastic rise 
in prices has taken place in the past 
few' years and it is expected that the 
government will decide on the fixation 
of higher minimum and maximum 
selling prices which might well result 
in open market prices getting stabilised 
around the prc.scnt high levels. As’*' 
the cost of production has risen sharply 
due to higher wages and costlier ferti- 
Ii/.crs and fungicides, rubber can be 
made cheaper only with a larger yield 
per acre. The replantation programme 
has been making satisfactory progress. 
But the smaller estates will have to be 
helped to increase their output signi¬ 
ficantly as these account for a sizable 
proportion of total production. 

The accent will, therefore, have to 
be for quite a long time on maximising < 
production as there is a big gap between 
demand and availability and even with 
a stepping up of the output of synlhetic 
rubber sizable amounts in foreign 
exchange have to be spent on imports. 
The three plantation industries, tea, 
coffee and rubber, are faced with special 
problems. But all of them are worried 
about increasing costs and the interests 
of consumers can he safeguarded only 
if there is higher productivity and 
production. It is needless to say that 
the central and stale governments will 
he injuring their own interests if they 
do not provide the necessary incentivc.s 
for achieving these objectives. 



t<K> early to decide. There Is no 
knowing how many states we'll altlnuitely 
come to be/* 
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THE STATE OF STATE FINANCES 

K, SANTHANAM 


J wish to review in this article the 
condition of the Hnances of the states 
as disclosed by the statistical tables con¬ 
tained in Appendix V of the report of the 
fifth Finance Commission and the views 
of the commission in respect of the direc¬ 
tives contained in the terms of rclcrcnce 
to report on the scope for raising revenue 
from taxes and duties mentioned in Article 
269 of the Constitution and not levied 
;it present and the scope for raising addi¬ 
tional revenue by the various state govern¬ 
ments from the sources of revenue available 
to them. 

The role of the Finance Commission 
has been seriously distorted by the central 
government setting up the Planning Com¬ 
mission and entrusting it ^^ith all matters 
including financial assistance relating to 
development. The Constitution intended 
the Finance CT’»mmission to be the chief, 
if not the exclusive, arbiter of the financial 
relations betweC^i the union and the stales. 
Its main work should have been that of 
strengthening the finances of all the stales 
so that they could develop into autono¬ 
mous, viable and progressive units. But 
as a result of the dichotomy between the 
Kinance Commission and the Planning 
Commission, the former’s role has been 
■confined to that of relieving partially the 
recurring deficits which arc, to a large 
extent, imposed by the Planning Commis¬ 
sion. Table 32 relating to Plan outlay 
and committed expenditure, on page 176 
of the report gives an idea of this burden. 

Varying Burden 

On account of the revenue plan outlay 
in 1965-66 of Rs 434 crorcs, the com¬ 
mitted expenditure in 1966-67 was Rs 193 
crores or a pev capita burden of Rs 3.99. 
For the year 1968-69, the Plan outlay was 
Rs 393 crorcs and committed expenditure 
of Rs 172 crorcs working out to an average 
per capita burden of Rs 3.30. The burden 
of committed expenditure naturally varied 
from state to state, amounting in the case 
of Nagaland to Rs 26 and 24 per capita, 
for Jammu and Kashmir Rs 11.5 and 12.4 
per capita and for other states ranging 
Rs 2.3 to Rs 5.05 for 1966-67 and 


The author was the chairman of the sec¬ 
ond Finance Commission. 

llic tables from the report of tlie fifth 
Finance Commission, to which references 
have been made In tliis article, are repro¬ 
duced in Records and Statistics'* section 
elsewhere in this issue. 


Rs 1.24 to Rs 5.62 fi)r 1969-70. Usually, 
the committed cx|TCnditure is met out of the 
Plan fund for the duration of the Plan 
and becomes a burden on the stale revenues 
only at the end of the Plan but as the Plan 
was suspended for the three years 1966 to 
1969, the continuation of the schemes in 
the annual plans became committed ex¬ 
penditure which had to be taken into 
account by the fifth hi nance Commission. 

Per Capita Burden 

Thus it will be seen that, ul the present 
rate of planning, an annual burden of 
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Rs 3 to 5 per capita is added to the revenue 
expenditure. Therefore at the end of the 
fourth five-year Plan, there will be an 
additional revenue burden in the form of 
committed expenditure of about Rs 20 
per capita for the country as a whole or 
about Rs 1000 crores with varying i^ 
dcncc for each state. If our plannii^ 
had been cfi'cctive, this added expenditure 
should be covered by the growth in income 
and consequent growth in the proceeds of 
taxation in the states. As a matter of 
fact, only a small portion of the committed 
oxjTcnditurc at the end of each Plan was 
covered by the growth of revenues and the 
rest had to be found partly by increase 
in taxation by the states and partly by 
transfer of resources from the centre by 
the Finance Commission in the form of 
increased subventions and giants. 

Before proceeding further, 1 may inci¬ 
dentally remark that though the report of 
the fifth Finance Commission contains 
65 tables giving valuable information 
regarding the finances of the slates, with 
a little more attention, these tables could 
have been made much more useful. As 
the population of the slates varies from 
3.69 lakhs for Nagaland to 737.46 lakhs 


1 ABI L I 

PER CAPITA IN(OMF AND PER ( APITA I A\ REVENUE OF STATES 

1960-61 and 1968-69 

(Rupee?) 


1960-61 1968-69 



I ncomc 

Tax 

Income 

Tax 



revenue 


revenue 

Andhra Pradesh 

314(8) 

11.17(7) 

438 (7) 

22.33 (10) 

Assam 

349 (5) 

10.33 (9) 

441 (6) 

19.83 (11) 

Bihar 

216(16) 

6.72 (15) 

299(16) 

13.11 (15) 

Gujarat 

380 (4) 

10.22 (10) 

523 (3) 

30.56(4) 

Haryana 

359 (6) 

12.f>0(4» 

504 (4) 

M.51 (3) 

J & K 

267 (13) 

8.00(13) 

341 (15) 

23.31 (9) 

Kerala 

278 (10) 

11.93 (5) 

295 (9) 

27.(>4 (6) 

Madhya Pradesh 

274 (11) 

8.40(12) 

372 (12) 

17.87 (13) 

Maharashtra 

419 (1) 

16.25(1) 

526 (1) 

38.57 (2) 

Mysore 

292 (9) 

10.35(8) 

420 (9) 

26.34 (8) 

Orissa 

226 (15) 

4.87 (16) 

347 (14) 

12.03 (16) 

Pupjab 

383 (3) 

12.64(3) 

575 (2) 

45.64(1) 

Rajasthan 

271 (12) 

8.99(11) 

356(13) 

18.89(12) 

Tamil Nadu 

344(7) 

11.8J (6) 

434(8) 

30 05 (5) 

Uttar Pradesh 

244(14) 

7.79(14) 

374 (11) 

14 00(14) 

West Bengal 

386 (2) 

14.75(2) 

498 (5) 

26.58 (7) 

All STATts 

304 

10.30 

418 (137®,^) 23.08 (224«,;) 

Tax revenue as’perccniagc of 





income 


3.4 


5.5 
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for Uttar Pradesh, the absolute figures of 
revenue and expenditure or their changes 
during a period do not give much infor¬ 
mation regarding their relative significance. 
It is only the per capita figures that will 
make them comparable. Some per capita 
figures have been giv en but not consistently. 

For instance. Table 29 on pages 167 to 
172 of the report entitled “Growth and 
pattern of slates’ revenue expenditure’’ 
gives the absolute figures for each state 
under the main heads for the years 1961- 
62,1965-66, 1966-67, 1967-68 and 1968-69, 
but their per capita components are not 
given. In Table 30 on page 173 of the 
report such per capita expenditure under 
important heads are given only for the 
year 1967-68. We find in Table 10 on 
page 139 of the report tax revenue and 
l>cr capita tax revenue under important 
iKads. Similar iKr capita figures have 
not been given in Table II on page 140 
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of the report which gives the total 
revenues and the tax and non-tux 
revenues of each state. Table I (Page 579) 
gives the per capita income and per 
capita tax revenue of all the states except 
Nagaland for the years 1960-61 and 1968-69 
(figures in brackets give (he position of 
the state in order of income and lax 
revenue). 

It will be seen that there is only a mar¬ 
ginal shift in the order of the states and 
the disparities of the total income as well 
as the tax revenue remained more or less 
the same during the interval of eight years. 
Bihar retained tlic ranks 16 and 15 for 
income and revenue in both years. Orissa's 
rank was 15 and 16 for the lirst year and 
14 and 16 for the second. 

Transfer of Rnsourens 

faking the slates as a whole, it will be 
seen that as against the increase of average 


lABLt II 

DEFICITS IN THE BL DGITS OF VARIOL S S I ATES IN 1967-68 

(Rupees crorcs) 



Rcvciuic 

Share of 

Total 



of the 

ta\ 

revenue 

Fxivnditurc 


Slates 

grants from 





centre 



Andhra Pradesh 

122.79 

4<S.57 

169..16 

189.81 

Assam 

34..so 

28.83 

63.73 

95.04 

Bihar 

92.96 

36.70 

131.66 

170.50 

Gujarat 

103.84 

23.86 

127.70 

146.74 

Haryana 

48.36 

7.67 

56.03 

71.09 

Jammu & Kashmir 

20.43 

12.95 

33.38 

43.43 

Kerala 

77.48 

37.36 

114.84 

123.87 

Madhya Pradesh 

107.19 

31.88 

139.07 

176.93 

Maharashtiu 

231.73 

52.02 

283.75 

311.18 

Mysore 

113.78 

43.20 

156.98 

157.52 

Orissa 

51.50 

46.03 

97.53 

113.20 

Punjab 

83.88 

11.33 

95.21 

95.66 

Rajasthan 

74.19 

25 73 

99.92 

1.16.30 

Tamil Nadu 

171.03 

41.37 

212.40 

233.33 

Uttar Pradesh 

235.83 

73.62 

309.45 

329.37 

West Bengal 

139.97 

39.80 

179.77 

204.12 


1709.86 

560.92 

2270.78 

2598.09 
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t)cr capita income of the states from 
Rs 304 to Rs 418, /*.<»., by 37 per cent, 
per capita taxation was raised from 
Rs 10.3 to Rs 23,08, by 124 per cent. 
Taxation as percentage of income increased 
from 3.4 to 5.5. The tran.sfer of resources 
from the centre to the states under the 
third Finance Commission award for the 
four years from 1965-66 to 19(S8-6^ 
amounted to Rs 1311 crorcs as again.st 
Rs 1049 crorcs for the five years 1957-58 
to 1961-62 under the aw'ard of th« 
second Finance Commission. Tlic fourth 
Finance Commission’s recommendations 
have l>cen operative only for three years 

1966- 67, 1967-68 and 1968-69 during 

which the transfers were Rs 525, 573 and 
M8 crores respectively. The total resources 
which will be transferred under the award 
of the fifth Finance Commission will 
amount to Rs 4266 crorcs or an average 
of Rs 854 crorcs as again.st Rs 231 crorcs 
in 1961-62. 

In spite of higher taxation and largcf 
subventions from the centre, the budgets^ 
of ihe stares show' heavy deficits. Table 
M will give an idea of the order of 
deficits, for the year 1967-68. 

Unproductiv# Investment 

I have already referred to the burden of 
committed cx|>enditurc resulting from 
planning. Another cause of these deficits 
1 % the unprodiiciivc nature of the invest¬ 
ments of the states. Table 41 on page 
189 of Ihe report shows that out of the 
assets of the states, 37.4 jw cent consist 
of loans and advances to electricity boards 
and others, 36.9 per cent are outlays on 
irrigation, multipurpose river schemes and 
departmental electricity and other schemes 
of the states. The rest arc altogether 
unproductive. 

Tables 36 to 38 on pages 181 to 185 
of the report show that the state 
electricity boards incurred Josses of 
Rs 2(.58 crorcs, Rs 27.29 crorcs and 
Rs 28.69 crores in the years 1966-67, 

1967- 68 and 1968-69 respectively. Simi¬ 
larly, from Table 39 on pages 186-187 
of the report we see that except in Uttar 
Pradesh, Jammu Kashmir, Kerala and 
Punjab, road and water transport schemes 
worked at a loss. Table 42 on page 191 
of the report shows that on Rs 366 crores 
of investments of the states, the return for 

1968- 69 was only 1.35 per cent. Tables 33 
and 34 on pages 177 and 178 of tl^c c^rt 
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«how tliat the muKipurposc river schemes 
and commcrciai Irrigation works ha\c 
been incurring heavy losses, those for 
1967-68 being Rs 24crorcs and Rs 58 crores 
respectively. It is not surprising that the 
interest on the outstanding public debt 
of the states which amounted to Rs 6924 
crores in 1969 has to be met largely out of 
stale revenues. 

Afr{cultural Income-Tax 

Regarding the scope for further taxation, 
the Finance Commission has laid stress 
particularly on the need to lav agricultural 
income. The suggestion that for purposes 
of fixing the rate of agriciilluial income-tax 
such incomes should be combined with 
non-agricuJlural income docs not appear 
to be practicable as it will require an 
amendment of the Constitution. Instead of 
trying to raise larger incomes from agri¬ 
culture, the Slates have reduced the yield 
from land revenue by giving concessions 
which are expected to cost the states Rs 78 
crores dining the fourth Plan. Ihc main 
obstacle to higher irrigation charges, 
the levy of agricultural incomc-tc.x where 
it is not levied, special surcharges on 
commercial crop^ and other methods of 
raising rexenue fiom agriculuirc aie poli¬ 
tical. The fear of loxing the voles of 
agriculturists who coiislituic (lie vast 


IF the criterion to judge a report of basic 
national importance is that the degree of 
satisfaction or dissatisfaction vvith it among 
the different interests concerned should be 
more or less the same, the National Labour 
Commission (NLC) may be'said to have 
passed the test and done a commendable 
job. 

When the NLC set out to think for a 
whole generation to come, /.c. for a period 
of 25 years, as it has claimed, it took upon 
itself the unenviable responability of hav¬ 
ing to deal with a host of problems, some 
of which have been rendered both complex 
and complicated by the political overtones 
that have vomo to be associated with them 
rightly or wrongly. That the Commission 
has dealt with all of them exhaustively is 
admitted by all, students of labour 
legislation would have liked the NLC*s 
recommendations to have been as frank 
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majority of the electpratc is likely to inhibit 
any resort to these sources. Thus only 
the sales tax, tax on motor vehicles and 
stamp duties can be increased without 
political risks in many stales. Their 
rates arc already very Iiigh. Regarding 
sources mentioned in Article 269, the 
Commrs:,ioii could suggest only taxation 
of advertiscjnents in newspapers. 

I am therefore convinced that the 
finances of the slates will continue to de¬ 
teriorate until the dichotomy between the 
two Commissions disappears and effective 
financial autonomy of the stales for boih 
plan and non-plan cxi>cnditurc is ensured 
subject to such subventions as may be 
given by ail imparluil finance commission. 
It IS de irable to restrict the work of the 
Finance Commission to giving grants to 
poorer states the share of income-tax 
and excise duties and their allocation to 
the different slates being settled once for 
all by amending the relevant provisions of 
the Constitution. The central government 
should also cease to be the creditor of the 
states, further debts for productive pur¬ 
poses being given solely on a businesslike 
basis by a special branch of the Reserve 
Bank or preferably by a .separate bank 
altogether. 


The first article in the series appeared 
in our issue dated September 19, 1969. 
More articles will follow. 


and as realistic as Us discussion of the 
issues, but they aiv not so. It is be¬ 
cause of this that, while some sections 
of labour liave described the Commis¬ 
sion's approach a', ‘largely a compro¬ 
mise between the ‘reactionary' and 
the ‘pro);rcssivo' elements within the 
present establishment with little or no 
forcsiglU at aH”. some employers, 
particularly in the cvi'.on textile industry, 
feel that the Commisaon lias missed an 
excellent opportunity of establishing a 
national wage policy at least eventually. 

The fuel is that l.ibour problems arc so 
diflkiiU not only hcc:msc economic condi¬ 
tions, especially in a developing country 
such as ours, tend to change very ffist, 
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but also because these problems have to 
reckon with that most unpredictable factor, 
the human element. No commission, 
whatever its composition and however 
wise and faisiglucd its members, can hope, 
therefore, to produce a report or make 
recommendations that would be accepted 
by, and acceptable to, all. If this were 
possible, the NLC report should have been 
a unanimous one as, indeed, its chairman 
and some members had tried hard to make 
it. Hut it is significant that the two minutes 
of dissent including Mr Munohar Kotwal’s, 
which is but confined only to the question 
of differentiating between -‘defensive 
strikes, token strikes, political strikes and 
sympathy strikes" and “normal strikes 
in support of economic demands’* for 
purposes of .serving notice which, according 
to ihc Commission, is obligatoiy, relate 
to just four topics - union recognition, 
strikes and lock-outs, joint management 
councils and prohibition—and the views 
expressed herein arc more or less a reitera¬ 
tion of the INTUC's views. 

Notable Features 

There arc cci tain notable features of the 
NLt rcpoii, however, which have rightly 
elicited the appreciation of evci-y sec¬ 
tion. One such and perhaps the most 
iniporiani of all is, of course, the recom¬ 
mendation concerning the appointment 
of i-Hirmanenl Industrial Relations Com¬ 
missions (IRC), one at the centre and 
one each in the states. In making this 
recommendation, the NLC has killed two 
birds with one stone; one, it has clfeciively 
insulated industrial relations from political 
chicanery; and, two, it seeks to do away 
with the present arrangement of ad hoc 
appointment of industrial tribunals. The 
care with which the NLC’ has defined the 
composition of these IRCN and their 
fanctioii^if suggests that they regard this as 
the krng-pin of the entire edifice of our 
mdustrtal relations in the years to come. 
While this emphasis is commendable, it 
remains to be seen how far the Govcininent 
of India will he able to sell this idea to the 
state governments. Inasmuch as labour 
lijpiKus to be in the concurrent list of the 
Const it in ion, it is absolutely necessary for 
the ecnlrc to cjiry the si.itc governments 
also with it. I he problem arises because 
the same political paily is not in power 
in both the centre and all the stales as was 
the case some years ago. 

Rccommciidaiions such as those which 
rule out the dc'jirabilily or feasibility of a 
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Vague About Wages 
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national minimum wage (although some 
sections of labour disagree with this) or 
require that keeping living costs under 
check should form an integral part of wage 
policy and views such as those which 
recognise that any sustained improvement 
in real wages cannot be brought about 
without increasing productivity (a concept 
recognised in Britain as far back as 1923 
Uy Sir Josiah Stamp when he talked of the 
need to compile an index of productvity) 
are particularly noteworthy. But there are 
some serious lapses too, from the point of 
view of both employers and workers, such 
as the omission of a wcll-considcrcd i-eferen* 
ce to the vital problem of young workers, 
their recruitment and training, despite a 
study group having been specitically 
appointed for the purpose and also report¬ 
ing thereon, and subjecting the new' entrants 
to the new-” national pattern so ably con¬ 
ceived by the NLC' so that, over a period of 
some years at least, the country could have 
been assured of every worker conforming 
to such a pattern. So much for generalities. 
To turn now to a few specific issues on 
which differences arc bound to arise. 

ControvartlAl Issues 

The first and foremost issue—also the 
most controversial—is easily that of wages 
and dearness allowance. Now, one of the 
terms of reference to the NLC was to 
rfport on the need for fixation of a national 
minimum wage. After di^iissing the 
pros and cons of this issue, the NLC has 
rightly expressed the categorical view^ that 
there are inherent difficulties in fixing such 
a wage straightaway and has favoured the 
fixation of regional wage minima. Un¬ 
fortunately, however, it has not clearly 
defined what a regional minimum wage is, 
nor laid down equally clearly the guide¬ 
lines for the fixation of regional minima. 
It is not clear, for example, SX9 to what 
happens to those who have a higher w^ge 
once such a minimum wage is fixed, and 
this may lead to complications, particularly 
in regions such as the Greater Bombay 
region, where different wage levels exist 
in different industries. 

Again, although it may be politically 
prudent to ignore the capacity of un indus¬ 
try to pay, it cannot be forgotten that, in 
the final analysis, it is this factor alone that 
determines the future welJ-bcing net only 
of a given industry but that of the entire 
economy. For, as the ILO publication 
Minimum PVtiges Firing ami Economic Deve¬ 
lopment has rightly observed, “an economy 


EASTERN ECONOMIST 

is a network of interacting relationships" 
and “any change in one variable unavoid¬ 
ably touches off a series of responses in 
other variables." Needless to add, wages 
constitute a very important and intricate 
variable, exercising, a.s they do, a permeat¬ 
ing influence involving even inter-industry 
price reactions. Nowhere is the effect of a 
wage forced on an industry disregarding 
the capacity to pay seen to belter purpose 
than in the ease of the cotton mill industry. 
The successive doses of higher w ages have 
led to the closure of as many as 78 mills 
with 1.8 million spindles and 20,000 looms 
involving as many as 83,000 workers. 
There would appear to be need for great 
circumspection in implementing this parti¬ 
cular recommendation. 

Dearness Allowance 

The NLC has advisedly dwell at great 
length on the issue of dearness allowance. 
After analysing the evidence before it 
under five heads—DA as a separate com¬ 
ponent and linked with the index; the 
choice of the index with which the link is 
sought; the extent of neutralisation; fre¬ 
quency of adjustment; and relationship 
between DA and capacity to pay. By 
and large, the Commission has proceeded 
along the same lines as the Dearness Allow¬ 
ance C’ommission of 1967 which went into 
this question in respect of central govern¬ 
ment employees. It is rather intriguing 
that, after wisely holding that “if the basic 
wage in all eases is adjusted to a common 
base year and the DA is linked to changes 
in the index over such a base year, the wage 
patterns in different centres would achieve 
a desired measure of unifofmily", the 
Commission should more or less compro¬ 
mise, if not contradict, its stand by arguing: 
“In any ease, it would be best to leave it 
to the wage-fixing authorities to choo.se 
the index (local or all-Tndia) I hey consider 
suitable for the purpose of linking dearness 
allowance." 

Whether the index is local or all-India, 
what is important is that it should be 
related to a very reliable index, and the 
latter presupposes a very thorough study 
of the price trend over a period. We are 
afraid, the NLC has not given this aspect 
the serious consideration it merits. There 
is, for instance, no mention of the beha¬ 
viour of the index after 1963, since when 
the index has been rising by leaps and 
bounds. To give an example, the Bombay 
index (base: J933-34«wl00), W'hich was 
105 in August, 1939, rOsc to 445 by 1963, 
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that is by 340 points. But, between 1963 
and June, 1969, the index rose from 445 
to 790, or by 345 points. The erratic 
nature of the price trend is evident from 
the fact that, w'bereas, over a 24-ycar 
period (1939 to 1963), the index rose by 
340 points, over a much shorter period 
of Jess than six years (1963-1969) it regis¬ 
tered a sharp rise of as many as 345 points. 

It is precisely because of this that some 
employers are oppiised to cent per cent 
neutralisation, even as they are opposed 
to the suggestion that variations should 
not be on a point to point basis but on a 
slab basis. 

Union Rocognition * 

On the question of union recognition, 
which is another ticklish issue, the NLC 
has recommended that it could be either 
by membership or by ballot, leaving the 
ultimate decision of the precise method in 
tffiy given case to the IRC. Those w'ho have 
w ritten the main note of dissent have made 
out a strong case in favour of certified^ 
membership, but they all represent the * 
INTUC point of view, while the other 
national trade unions, as well as most 
employers, prefer the ballot system. But, 
inasmuch as secret ballot is suggested only 
in the event of a rivarly between different 
trade unions and there is a narrow difference 
in membership, there would not appear to 
be much force in the dissenters* point of 
v&w. This ap^rt, all non-Congrws trade 
unions seem convinced that the INTUC 
could only retain its hold on the basis of 
certified membfcrship which it is alleged 
successfully to manipulate. By and large, 
however, the Commission’s suggestion i.s a 
realistic via media. 


Then, there is the question of strikes 
and lock-outs. One particularly provo¬ 
cative issue here seems to be whether the 



^Vlliy t We luife a union Law Minister who 
can rise to twy occasion." 
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<^oUng olF period of 30 days suggested by 
the NLC before the IRC could intervene 
to adiUtlicateis necessary or not. Opinion 
seems to be sharply divided on this. Not 
all labour leaders are opposed to this, 
though. In fact, one non-politjcal trade 
union leader is of the view that this is a 
must, for it almost gives statutory recog- 


WE are now directing 70 per cent of 
our total national resources to the public 
sector which contributes less than 10 
T^cr cent of national income and allow only 
30 per cent of the national resources to 
flow to the private sector which contributes 
more than 80 per cent of the national 
income. The capital market is so consti¬ 
tuted that industry, transport and commu¬ 
nications get a lion's share out of these 
30 per cent of resources and there being no 
organised reprcseiUation of agriculture in 
the capital market its case goes by default 
and it suffers from the heavy paucity of 
resources, thanks to the diversion 
of 70 per cent of national resources 
to the public sector. It is true that the 
public sector investment includes invest¬ 
ment Jor agriculture, but it is mainly not 
investment in agriculture. This investment 
no doubt builds big cUims and big projects, 
but docs not lead to much capital formation 
on the farms themselves. 

Burdan on Agriculturists 

In the fourth five-year Plan also the same 
pattern of investment is envisaged to 
continue. The main burden of indirect 
taxation is on the common people the 
majority of whom arc agriculturists. La rge 
doses of deficit financing arc responsible 
for steadily rising prices. While the im¬ 
ports of foodgrains and other ugricultiital 
commodities help to hold down the domes¬ 
tic prices of these goods, the prices of 
industrial goods are allowed to soar 
comparatively high by imposing import 
restrictions and resorting to import substi¬ 
tution, euphemistically called self-reliance. 
Thus investment in industries becomes more 
profitable than investment in agriculture. 
Resources move from agriculture to industry 
and the capital base of agriculture gets erod¬ 
ed which cieatos stagnation In agricultural 
production despite massive increase in the 
labour force on land. That is why since 
>1956, the rate of growth of industrial 


nition to the workers to exercise their 
valued weapon of sti*ikc. Inasmuch as 
they need not also exorcise this right, 
according to him, there is no meaning in 
opposing the suggestion, but other labour 
leaders feel this gruelling period of un¬ 
certainty and siiHcring might vncII be 
avoided if no such obligation is imposed. 


production ha.s been 6 to 7 i^r cent on 
average annually while agricultural pro¬ 
duction has reniained Stagnant at 140 
(1949-50 — 100) index since 1961 despite 
2 percent yearly increase in labour force in 
agriculture. Thus it becomes clear that 
rapid industrial progress in our country 
has been at the cost of agriculture and 
planning has proved to be an organised 
conspiracy against agriculture. 

Centralised Planning 

In the beginning, erosion of capital in 
agriculture did not create maladjustments 
in the economy on account of massive 
foreign aid which now constitutes 75 per¬ 
cent of national savings, but with the 
passage of time, fast decaying uipital base 
in agriculture had its direct as well as 
indirect repercussions on industry and 
the icy hand of stagnation soon descended 
on it too and decelerat'cm in some important 
industries ensued. I he present malaise 
in industries is not recession, but mal¬ 
adjustment, nay chaos, created by centra¬ 
lised planning whicli madly pursues the 
cult of the colossal. 

Inflation indicates the rise of the prices 
of almost all goods including foreign 
exchange. But if the price of foreign 
currency is not allo^^cd to rise in tunc with 
other prices, by adhering to the rigid 
exchange rate which docs not measure the 
true worth of the foreign currency, then 
the balance of payments crisis is engen¬ 
dered. Increasing total demand at home 
devours exportables ajid the exports stag¬ 
nate or decline and imports show a ten¬ 
dency to rise. Exports which were 6.4 
per cent of national output in 195.5, 
declined to the level of 4.3 percent of 
national output in 1966. So, import 
restrictions and foreign exchange controls 
are imposed which further increase 
the prices of goods at home. The landed 
cost of imported go^nis being low and 


their prices in the domestic market being 
very high, people who are given the licences 
to import goods aco presented with, the 
golden opportunity of acquiring unmerited 
huge profits. Import licences being the 
source of these monopolistic profits begin 
to be quoted at exorbitant prices though 
they arc simply pieces of paper without 
representing any title for contribution to 
national output. Thus monopoly profits 
show' a tendency to disappear in order to 
reappear in the form of high prices of 
import licences, because ultimately it is 
these licences which give hold over these 
profits emanating from the wide difference 
between landed cost and market prices. 

Unmerited Gains 

According to Prof. B. R. Shcnoy*s 
estimate, such unmerited gains by the 
import licence holders are of the order 
of Rs 750 crorcs annually. This represents 
huge income shifts from masses to classes 
that arc, to that extent, functionless. 
Price infiat ion also is responsible for the 
income-shifts of Rs 350 crores annually. 
Controls and the resulting corruption claim 
other minor (notionally speaking) income- 
shifts. Thus, in all, as Prof. Shenoy 
estimates, total income-shifts from masse.s 
to classes on account of import licences, 
price inflation and controls are of the ma¬ 
gnitude of Rn 1,520 crorcs annually. Here, 
wc should acknow'ledge the fact that both 
import licences and controls arc the direct 
outcome of price-inflation which again is 
the result of the policy of accelerating 
industrial growth at the cost of agriculture. 
But the consequence of this policy is the 
retardation of industrial growth itself and 
its hoary movement with fits and starts. 

When the real producers of output and 
the recipients of unmerited gains, both 
claim the same output, saving is the first 
casually which retards growth—industrial 
as well as agricultural. Import substitu¬ 
tion also leads to high cost production 
at home (cost on average is higher by 
75 to 100 per cent) which implies mis¬ 
direction of resources hampering maximi- 
.sation of national output and hence of 
national saving. Mounting consumption 
expenditures of the ixmtrc and the states 
also are responsible for reduction in savings 
in the economy. The consumption ex¬ 
penditures of the governments that were 
Rs 919 crorcs in 1954-55 have now crossed 
the limit of Rs 4,400 crorcs. 

On the one hand, public consumption 
and government consumption have gone 


Acceleration of Industrial Development 

JAFERHUSEN I. LALIWALA 
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Up. on the other a sizable portion of profits 
ts snatched away from companies which 
would otherwise have invested them pro¬ 
ductively. Irrational and irresponsible 
company taxation reached an all-time high 
of 80 per cent of ptofits in 1963-64. But 
on account of the emergence of excess 
capacity in investment goods, the burden 
of taxes on companies has been, of late, 
gradually reduced and at present it stands 
around 54 to 55 per cent of profits. So, 
in order to declare a dividend of 15 per cent 
the company has to earn profits which arc 
not less than 32 r>er cent. 

Thus unmerited income-shifts from 
masses to classes, massive and mounting 
consumption expenditures of the govern¬ 
ments and heavy company taxation and 
progressive taxes on individual incomes arc 
the causes of the decline in siivings which 
is indeed the cause for deceleration in 
.'ndusirial activity. 

In 1960-61, savings claimed 8.5 per cent 
ol* national income whereas in 1967-68 it 
constituted only 5.6 per cent . In l9f8-69, 
savings did not show any improvement at 
all. As we all know capital issues arc 
b( 3 Uglu with Siivings. If savings decline, 
the share prices may go down and the 
purchase of new issues and the luinovcr 
by old ones may get reduced. That is why 
the index of share prices touched the bottom 
at 73.2 per cent (1961-62^100) in 1968. 
At present, the share prices have registered 
an improvement of more than 25 per cent. 

Policy Chanfoi Needed 

The seemingly contradictory lag of share 
prices from the general price level in the 
country may disappear with good mon- 
.soon and minor policy changes, but unless 
biisic policy changes arc made, savings will 
continue to get eroded and fresh capital 
issues and the turnover of old capital 
issues may not show any improvement. 
Thus high share prices alone arc not enough 
lo wipe out the dullness of the capital 
market. Corroboration is provided by 
the fact that the fresh capital issues that 
were of the order of Rs 108 croies iit 
1962-63 were as low as Rs 56 crore.s in 
1968-69 despite good ruins and some relief 
in company taxation and the reduction 
of the Biink rate by one per cent in 1968. 

Lack of demand for cotton fabrics and 
the coiiscquciU closure of units in the 
cotton textile industry arc on account of 
the indigence of nitisses, emanating from 
wide income-shifts. Shortage of demand 


in engineering goods industries is also 
due to lack of demand Ibr investment goods 
in other industries which suffer from 
paucity of savings, thunks to planning. 
It is not luck of money, but luck of 
saving that is at the root of decelera¬ 
tion in industrial activity, miscalled 
recession. The remedy is not pumping 
more money on Keynesian lines, 
but more savings on Hayekiun lines. If 
the aim is genuine acceleration of indus¬ 
trial development, then the printing press 
finance, import and exchange controls and 


other controls must be relinquished Steep 
progressive taxation should be replaced by 
proportional taxation or mildly progressive 
taxation. Consumption expenditures of 
the government should be drastically cut 
and, most important of all, the centralised 
planning diverting 70 per cent of national 
resources to the public sector in order to 
develop the super-structure of the so-called 
basic and heavy industries at the cost of 
agriculture, small-scale industries and other 
consumption goods industries, must be 
abandoned. 


Vice-Chancellorship: A Difficult Assignment 


R. 

NOTHING is strictly static in the dyna¬ 
mic world of social events. But as no 
river can refuse to roll on to a vast ocean, 
no university can escape changes in its 
structure if it is to serve the society. How¬ 
ever, if any changes arc brought about in 
its structure against protests and without 
associating those whose responsibility for 
running if is unquestionably great, the 
persons instrumental for the changes 
cannot easily hold against the criticism 
that they arc interfering unduly with its 
affairs. 

Dr B. N. Ganguli recently resigned the 
vice-chancellorship of Delhi University 
on ‘health grounds'. However, it was 
widely reported in the press (and these 
reports were never olTicially contradicted) 
that growing indiscipline among students 
and outside interference with the universi¬ 
ty's affairs, precipitated his retirement. This 
reminds us of the virtual dismissal of a 
former Vice-Chancellor of the Osmania 
University, Dr D. S. Rcddi, which had 
resulted from more than one amendment 
to the University Act undertaken at the 
initiative of the state government. The 
rumblings of the unwarranted attack on 
the university’s autonomy were felt all over 
the country when the whole of the Osmania 
University--the facility as well as the 
students stood like a rock behind the 
Vice-Chancellor. The government, how¬ 
ever. insisted on the replacement of Dr 
Rcddi by a new' Vice-Chancellor before 
the expiry of his full term. The state 
High Court upheld the government's de¬ 
cision. Having been left with no alter¬ 
native, Dr Rcddi then appealed to the 
Supreme Court which instantly stayed the 
execution of the'Chancellor's order, and 
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later on, declared it unconstitutional and 
void. 

In another recent instance, the 
former Vice-C’hanccllor of the Kerala 
University, had to lay down his office 
prematurely because of the inclusion of 
some provisions in the University Act 
which were alleged to be detrimental to the 
vice-chancellor's authority. Besides this, 
these provisions had also imposed un¬ 
called for restrictions on the independent 
functioning of the university. Needless 
to say that any interference on the part of 
the government leading to an undermining 
of the vice-chancellor's authority would 
affect his status adversely. 

Period of Crifis 

The whole country is passing through 
a period of crisis. The basic principles 
on which our various iastitutions-religious 
political, social and cultural—were estab¬ 
lished, arc being looked at askance. The 
extraordinary speed with which drama¬ 
tic changes in our institutions arc taking 
place tends naturally to make us uneasy, 
bcciiusc this phenomenon seems fraught 
with ominous potentialities. The increas¬ 
ing tempo of party politics has over¬ 
whelmed our national life. The political 
situation in the country can be compared 
to a house in flames where instead of Us 
occupants trying to save it from further 
destruction, are engaged in personal squab¬ 
bles to find^out the guilty and are desert* 
ing their shelter leaving it in desolation. 

In such a situation the vtce-chunocl- 
lor, whose olhce undoubtedly plays an 
important role in the academic life of our 
nation and in improving and sustaining 
our educational system, must himself 
bcconte^more sensitive and alert ito at to 
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MEETING THE OBJECTIVES * 

Pumping Rs.i 2 lakhs 

every day 
into the 

small-scale sector 

In financing small-scale industries the 
State Bank Group has exceeded the target by 
100 per cent. 

The limits sanctioned were pushed up to 
Rs. 213.23 crores in June 1969, an increase of 
Rs. 80.34 crores over the previous year. 

Loans outstanding rose from Rs. 68.90 crores 
at the end of June 1968 to Rs. 104.41 crores 
a year later. 

More than 80% of the units assisted have 
machinery valued at less than Rs. 1 lakh each 
—evidence that State Bank helps the really 
small units. 

All but two of every hundred applications for 
loans were accepted. To date 25,948 units 
have been helped by the Bank. 


STATE BANK- the biggest bank serves the smallest man 
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a sound, economical system for a 
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BLUE STAR—first in climate control 
those many years. ..and still leading 
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koep the temples of learning free from 
groupism, nepotism and corruption and 
the unjustified interference from without. 
Any further laxity on his part would make 
his office fall Into decadence and disrepute* 
But he will not be able to cart^ out this 
stupendous task single-handed. Nor 
would any appeal to the government not 
ot interfere with the affairs of the university 
serve any useful purpose. 

Political Intorfaranco 

We know full well that even though all 
political parties decry vehemently with 
one voice that they should not meddle 
with the students* activities, the slightest 
irritation which the students may feel in 
dealing with their universities assumes 
grave dimensions with the active support 
of these parties. Similarly, even though 
the state governments might agree in 
principle that they should not interfere 
with the internal affairs of the universities, 
they will not be able to observe the self- 
imposed restriction. In the circumstances, 
unless we devise some practical measures, 
it is feared that the problem will remain 
unsolved for ever. 

It is hardly necessary to point out that 
self-preservatibn is the law of nature. The 
time has come when the vice-chancellors 
must put up a united front against inter¬ 
vention in their work. But the question 
arises: how can they do so? We have 
unions of students and of teachers; there 
are unions among factory workers and 
office goers; unions are there in hospitals 
and in presses; even birds fly in flocks and 
ants move in groups. There is, therefore, 
nothing unusual if vice-chancellors also 
organise themselves into an association 
(and not of course into a union, for this 
word has a somewhat unrespectable tinge 
about it). In their case, however, the 
strength of their association will have to 
be tested mainly against the external 
interference in the university’s autonomy. 
This object is so dear not only to those 
who are directly and intimately connected 
with educational problems, but also to 
others who consider education an impor¬ 
tant element in the nation's progress and 
well-being. Thus the vice-chancellors will 
be supported by the public overwhelmingly 
in fulfilling their objective. 

Some might however object to the estab¬ 
lishment of this association on the ground 
that it would duplicate the functions of 
the vice-chancellors* conferences* Those 
who hoI4 this view must know that the 
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sponsors of these conferences are the Uni¬ 
versity Grants Commission and the union 
Ministry of Education. The tone of the 
discussions at these conferences is thus 
largely set by the speeches made by the 
heads of these organizations. Besides, 
the recommendations made by these con¬ 
ferences receive the blessings of the Chair¬ 
man of the UGC. Similarly, the Inter- 
University Board of India, as past experi¬ 
ence indicates, cannot serve as an effective 
forum to discuss problems affecting the 
vice-chancsilors. On the other hand, the 
vice-chancellors, at the meetings of the 
proposed association, can express them¬ 
selves more freely and without any fear of 
hurting the feelings of the government or 
the UGC, and their unanimous recom¬ 
mendations are bound to receive the atten¬ 
tion of the authorities and initiate an in¬ 
teresting and fruitful dialogue between 
them and the govemmont. 

Cluiiicellore* S#cretarlat 

Some months back, the Inter-University 
Board of Pakistan suggested the estab¬ 
lishment of a chancellors* secretariat in 
Pakistan to safeguard the university auto¬ 
nomy. The board felt that the existing 
system of liaison between the chancellors 
and the universities, through the Ministry 
of Education, had created problems for 
institutions, and that the separate secre¬ 
tariat of chancellors would deal effectively 
with university matters^. In India the 
establishment of such a secretariat will not 
serve any useful purpose for the reason 
that chancellors arc first governors and 
then anything else. But the possibility of 
our vice-chancellors working towards the 
setting up of an association or, let us call 
it even a secretariat, seems to be a 
worthy end to pursue. 

The temptation on the part of our 
governments to bring under their patronage 
the appointment of the vice-chancellor who 
plays a key role in the university's life 
is on the increase. In the Puqjab and 
Kurukshetra universities, he is appointed 
by the chancellor, while in the Pui\jabi Uni¬ 
versity he is appointed by the Chancelior 
on the state government's advice. Some¬ 
what identical provisions now exist in the 
new acts of Kerala and Osmania univer¬ 
sities. 

The procedure for the appointment of a 
vice-chancellor has been subjected to a 
great deal of criticism in recent years. 
The Radhakrishnan Commission on Uni¬ 
versity Education (1948-49) and the Kothari 
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Education Commission (1964»56) have 
both agreed that a university should not be 
divested of the function to appoint its 
own vice-chancellor. They have further 
suggested that the post should not be made 
elective because this might lead to un¬ 
desirable practices such as canvassing. 
It is true at least in this part of the world 
that election to any position is invariably 
coloured by caste, communal and sectional 
complexes which may result in the election 
of someone whose qualifications for the 
office are debatable. 

The latest declaration on the appoint¬ 
ment of a vice-chancel lor has come from the 
Kothari Commission which has generally 
approved what is called the “Delhi pattern" 
for appointing a vice-chancellor. Accor¬ 
ding to this pattern, a committee consisting 
of two nominees of the university's exe¬ 
cutive council, not connected with the 
university or any of its colleges, and the 
third of the university's visitor (who 
appoints one of them as chairman of the 
selection committee) submits a panel of 
names to the visitor for the selection of 
one of them as vice-chancellor*. Even 
this pattern is not considered to be quite 
reliable. A few weeks ago, the Executive 
Council of the Delhi University selected 
a pane] of persons which along with a 
nominee of the Visitor of the University 
(who is President of India) would recom¬ 
mend a person for the vice-chancellorship. 
It was then remarked in the press that 
notwithstanding the fact that formally 
the Visitor would appoint the incumbent, 
ultimately the union Minister of Education 
would make a final selection of the 
candidate. Implicitly, it amounted to the 
selection being made by the Visitor on the 
minister's advice. 

Embarraiting Situations 

Undoubtedly such declarations create 
an embarrassing situation for the minister 
concerned, but the fact is unmistakable. 
The state universities where governors are 
chancellors also sufier from the same 
malady. The legal pundits have opined 
that under the Constitution, the chancellor, 
if he is a governor, is bound to take the 
minister's advice. Thus the chancellors are 
unable to stave off the minister's pressure. 
If it is so, it is obvious that he cannot 
exercise his independent initiative or dis¬ 
cretion. No forceful appeal can create 
an effective convention by which he would 
always exercise his functions independently 
of the government An ameadmeiit to the 
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Constitution i$ inevitable^ providing for 
the chancellor to function in his individual 
capacity. It will be only then that he can 
exercise his initiative and discretion without 
any hindrance, otherwise the government 
will continue to insist on acquiescence by 
the governor in app>ointing its nominee 
to this high academic office. 

Thus it will be no exaggeration to say 
that vice-chancellorship is in danger of be¬ 
coming—or rather it has already become— 
practically a political job. Pertinent to 
this is what an eminent jurist of the 
country has observed: “Interference with 
the appointment of vice-chancellors, princi¬ 
pals, and teachers, through the chancellor 
who is generally the governor of the state 
and under the influence of the minister, 
has recently been of frequent occurrence.. 
Not long ago a state legislature amended 
its university acts by doing away with the 
established practice of selecting the vice- 
chancellor by the chancellor from amongst 
a panel of names selected by the university 
authorities and put the selection solely 
in the hands of the chancellor who being 
the governor can be amenable to the 
influence of the state minister.”^ 

As suggested by the Standing Committee 
of the Inter-University Board of India, 
the President of India may also be requested 
to seek the advice of the Supreme Court 
regarding the functions of the governor as 
chancellor of the university so that, as at 
firisent, the government miy not interfere 
with the visitor's/chancellor’s discretion 
behind the facade of constitutional 
formality. 

Modified Pattorn 

Accepting the basic principle that a 
university should be actively associated 
with the selection of its vice-chancellor, 
we might adopt the “Delhi pattern” out¬ 
lined above, with some modifleations. 
Three modifleations may be suggested in 
thit regard. First, instead of the executive 
council of a university nominating two 
members on the selection committee, the 
executive council and the academic council 
should each nominate one member. Evi¬ 
dently, when the vice-chancellor is to be 
head both of the executive and the acade¬ 
mic branches of the university, it is natural 
that these bodies should have equal share 
in his appointment. This procedure will 
have the additional merit of highlighting 
the widely accepted fact that a university 
belongs, more than any one else, to the 
iei chers—the members of its various 


faculties. We will continue to associate 
the government in the appointment of the 
vice-chancellor by having the visitor’s/ 
chancellor’s nominee on the committee. 

Secondly, the visitor/chancellor should 
refer the panel to the Chief Justice of the 
Supreme Court in respect of central uni¬ 
versities and to the Chief Justice of a 
High Court in respect of the state univer¬ 
sities, seeking their advice; and the former 
should as a matter of convention accept 
the advice of the heads of the judiciary. 
Thirdly, the chairman of the selection 
committee should be appointed by the 
respective heads of the judiciary from 
among the three members of the selection 
committee, consideration being given to 
the administrative and academic experience 
of the member and his standing in the 
academic community. 

Distinct Advantages 

Modified in this manner, the procedure 
will have two distinct advantages over 
the existing one. First, the criticism of 
interference often levelled against the 
government in the appointment of the 
vice-chancellor will be reduced to a great 
extent. Secondly, our judiciary, enjoying 
the highest esteem in the country,,will be 
free from criticism of being amenable 
to government pressure. More impor¬ 
tantly, it will enable the vice-chancellors 
to carry on their duties without much 
governmental interference. However, the 
only obstacle which is likely to come 
in the way of the implementation of this 
suggestion is that the appointment of the 
vice-chancellor being justiciable, it may be 
challenged in the court of law. This 
means that over a writ petition filed in 
the court against the appointment made 
by the Chief Justice, one of his own 
colleagues will sit in judgment. 

Recently, a writ was filed by a member 
of the Jabalpur University Syndicate 
alleging that the meeting of the syndicate 
which had nominated two members of the 
committee for choosing the vice-chancellor 
was not called according to rules and was 
therefore illegal. If we go into the history 
of such petitions filed in the courts, we 
come to the sad conclusion that they had 
been filed on technical grounds similar 
to the one just cited. Thus if greater 
human ingenuity and care are exercised, 
the filing of petitions can be avoided. 
However, to mininnse the occurrence of 
such awkwdrd situdtiom. It is suggested 
^at the chief justioe should be advitod 
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by a committee to be appointed by him 
to see carefully that the required forma¬ 
lities have been completed properly before 
he communicates his advice to the visitor/ 
chancellor on the suitability of the 
candidate. 

Unhaalthy TrMid 

The recent dangerous unchecked trend 
of amending state university acts, and 
changing too frequently the administrative 
structures of the universities is likely to 
take away by and by the university auto¬ 
nomy and is therefore unhealthy not only 
for the universities but also ^pr the country 
as a whole. Many of the vice-chancellors* 
difficulties stem from these changes. In or¬ 
der to allow universities to function as free 
autonomous institutions so that they might 
provide for higher education and research 
on the basis of the highest knowledge, skill 
and talent available for and in accordance 
with the judgment of the academic com¬ 
munity, universities have to be made free‘s 
from governmental interference. 

In the present context of our discussion, 
it is sufficient to refer to such amend¬ 
ments as have affected the office of the 
vice-chancellor. In the Andhra Pradesh 
universities, the vice-chancellor is appoint¬ 
ed by the chancellor as is the case with the 
Kurukshetra and Puqjabi universities. 
The amended Act of the Kerala University 
provides for a vice-chancellor to be nomi¬ 
nated by a committee consisting of a 
government representative, besides a no¬ 
minee of each of the senate and the syndi¬ 
cate. In the opinion of the principals of 
colleges in Kerala which they expressed 
in their memorandum on the act (1969), 
if there is unanimity in the committee, it 
means the government's representative has 
prevailed. And if there is difference of 
opinion, it will be resolved in favour of the 
government since the choice is to be made 
by the chancellor, probably on the advice 
of the government. 

The Kerala University Act also provides 
for the unconditional removal of the 
vice-chancellor. The first university to 
make such a provision was the Osmania 
University. None of our commissions or 
committees which ha^ so far sat on the 
affairs of our universities have suggested 
any such reform. The Franks Com¬ 
mission which sat on the affairs of the 
Oxford University 1966 is also against 
the incorporation of any such provision 
in the act, e^)ecia]Jy when the executive 
council of a university b quite competent 



to tell ^ stricken vicoKjhancellor that h© 
should retire or to approach the chancellor 
in an eittreme case. 

In 1966, a high powered deputation of 
the Intcr-University Board of India met 
the Prime Minister and submited a memo¬ 
randum apprising her of the amendments 
which were being made in university acts 
by certain legislatures providing for the 
humiliating terms and conditions of service 
of the vice-chancellors. The effect of the 
amendments would be that the university 
would be controlled by directions likely 
to be issued on political and non-acadcmic 
considerations. All this would adversely 
affect the cfilcient functioning of the uni¬ 
versities. The argument that the govern¬ 
ment supports the universities financially 
and therefore it can make changes in their 
acts with impunity, can be described as 
nothing but unjustified because the pres¬ 
tige of the universities not only in the 
country but also in the academic com¬ 
munity abroad would be degraded. When 
a vice-chancellor has to work under humi¬ 
liating conditions, he cannot command the 
confidence of his colleagues and officers 
with whom he has to work. 

Amending the AcCi 

The Committee of Members of Parlia¬ 
ment on Education in its report 
entitled “National Policy on Educa¬ 
tion (1967)” has also felt it necessary 
to amend and modernise most univer¬ 
sity acts in the counli^ and to com¬ 
plete this process in the next two or three 
years, the initiative to discuss the mailer 
with the stale governments to be taken 
by the union Ministry of Education in 
collaboration with the UGC. The com¬ 
mittee has further recommended that a 
convention should be developed whereby 
state governments discuss their proposals 
for new or amending legislation in respect 
of universities with the Ministry of Edu¬ 
cation and the UGC before they are intro¬ 
duced in the state legislatures.^ It is 
suggested that this convention be given 
a legal shape by incorporating it in the 
UGC Act and that it should be clearly 
provided that the defaulting state govern¬ 
ment should be denied the financial support 
from the Commission for amending the 
university acts without consulting it. The 
reason why this dfMk step is suggested 
is that so far the has been persuading 
the state govenmi^Sfar't^ it in 
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sljties^ but its persuasive efforts have proved 
to, be of no avail. In order to be legally 
right, the UGC Act is now being amended 
to empower the Commission to withhold 
financial assistance to a university which 
is established by the stale government 
without the Commis*;ion’s consent. 

In passing, it miy be mentioned that in 
universities wc deal with students, teachers, 
and educational problems which are more 
or less identical all over the country. 
Obviously, therefore, wc cannot leave the 
structures of our universities to be framed 
by 17 states in 17 different ways. In fact, 
it is this option which has put the adminis¬ 
trative structures of our universities in 
disarray. 

Gresham's Law 

The Kolhari Commission suggests that 
it will be advantageous if the successor of 
a vice-chancellor is designated in advance, 
say, by a year or so. This arrangement 
will enable him to get himself broadly 
acquainted with the conditions in, and the 
development plans and policies of, the 
universities. But a person who is a “dis¬ 
tinguished educationist or eminent scholar, 
in any of the disciplines or professions 
with a high standing in his field and ade¬ 
quate administrative experience” these 
are the broad qualilications which the 
Commission suggests a vice-chancellor 
must possess - should not take a year 
or so to understand the inner working of 
a university. On the other hand, if we 
implement the recommendation, the 
authority and prestige of the existing 
vice-chancellor, who has yet to complete 
his tenure, may be undermined. Here the 
Gresham's law will operate: Teachers 
and university officials will try to cultivate 
the new vice-chancellor at the cost of the 
existing one. We however readily agree 
that no serious gaps should be allowed to 
occur between the retirement of one vice- 
chancellor and the appointment of another. 
Such delays and their accompanying un- 
certainities are bad for a university, 
particularly at a time when continuity of 
policy and policy-decision Aie increasingly 
necessary. The break will create an' 
adverse impression outside which might 
even limit the field of choice. 

There have been cases where a vice- 
chancellor for some mysterious reason, 
was not given a full second tern at a tjim^ 
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four months firom time to time. This attitude ^ 
on the part of any government of trying to 
appear as 'Mai Bap* is unheard of and 
most repugnant to an efficient functioning 
of a university. The Franks Commisiwon 
was however in favour of appointing a suc¬ 
cessor to the vice-chancellor before the end 
of the reigning vice-chancellor's term of 
office because this will enable the vice¬ 
chancellor-designate to serve as ex-officio 
member on various bodies. His early 
induction into tlie university affairs, accor¬ 
ding to it, would ensure that continuity 
of experience which is necessary for the 
central administration of the university^. 
The practicability of this recommenda¬ 
tion seems to be doubtful so far as it rela¬ 
tes to our universities, and this was confir¬ 
med by our vice-chancellors who at iheir 
conference held in Delhi in September 1967 
rejected it. But the problem will cease 
to be serious if timely action is taken by 
the registrar's office in the appointment 
of the new vice-chancellor. 

Block Grants 

Financially the position of our univer¬ 
sities is us bad as it was before Independence. 
Most of them suffer from deficit which, 
with the passage of time, is mounting 
up, instead of declining. The flow' of 
funds to a university from the government 
sources is irregular. It is unfortunate 
that during the last 22 years after the 
country attained Independence, there is 
still no set basis for fixing the maintenance 
giants which the slate governments give 
to their universities. In certain stales even 
getting these grants in time is a problem. 
Id these circumstances, the only solution 
is to give block grants to universities with 
the necessary freedom to use them in 
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which should be examined by their res¬ 
pective bodies. 

It is suggested that the following factors 
should be taken into account while fixing 
block grants, viz: (i) regular annual 
expenditure, (ii) expenditure on develop¬ 
ment schemes and on additional staff- 
teaching, research and administrative— 
for which the UGC gives grant on the 
matching basis. The state government 
should also take over the responsibility 
of these schemes after the period for which 
the Commission's assistance comes to an 
end, (iii) expenditure which becomes neces¬ 
sary owing to dearness and other allow¬ 
ances, revision of pay scales, increments 
of the staff, etc., and (iv) expenses on 
projects of national importance which 
may not some times be included in the 
plan proposals. 

UGC’s Rota 

So far the UGC has satisfied itself by 
meeting the financial needs of universities 
mostly for development schemes and by 
taking all possible steps for the promotion 
and co-ordination of university education, 
and for the determination and maintenance 
of standards of teaching, examination 
and research. While giving its consent 
to the establishment of a new university, 
it must now make it incumbent on the 
state government not to break its promise 
of giving regularly to the university the 
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sums required for its proper maintenance. 
It should also take similar decision in 
respect of the existing universities. 

Furthermore, it must take the initiative 
along with the university and the state 
government concerned to review from time 
to time the quantum of maintenance grants 
which is the state government's responsi¬ 
bility because by leaving this matter to 
the whims of the government, the situation 
will not improve at all if our past experience 
is any guide. It is also suggested that 
before a vice-chancellor enters upon his 
office, the state government should give 
an undertaking to him that the university's 
work will not be allowed to be hampered 
for want of its genuine financial needs. 

Financial Uncertainty 

When we expect a vice-chancellor to em¬ 
body in himself the spirit of academic 
freedom and the principles of good manage¬ 
ment, he must invariably be allowed to 
function in conditions conducive to smooth 
work and in an atmosphere congenial and 
helpful to such an autonomous institution 
as a university. So long as the university 
finances arc in a state of uncertainty, the 
university will all the time be in the fear 
of grinding to a halt. And as no vice- 
chancellor would like such a thing to 
happen to his university, he would, in 
order to save it from falling a prey to such 
a vulnerable situation, be compelled to 
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compromise the univtrsity^s independieiice. 

The implementation of the few sug¬ 
gestions made above will cost nothing to 
the exchequer, but the results obtained will 
positively enhance the prestige of our 
vice-chancellors. Their position will 
become less vulnerable than it is at present. 
On the other hand, too many restrictions 
imposed on them will tend to make them 
feel as aliens in their own univeraities. 

The function of a university is not 
limited to teaching within its four walls. 
Its critical examination of the existing 
systems and its efforts to develop new 
methods by which we can attain prosperity 
and strengthen our country, entitle it to be 
treated as an important organ of society. 
Thus society is free to criticse its universities 
for their failures, but will be unjustified 
in imposing remedies for them. 
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THE SPEEDING JAPANESE ‘MIRACLE’ 

JOSSLEYN HENNESSY 


I 

ON THE WAY TO THE "TOE Of THE LEAGUE" 

LONDON: 

IN 1945, Japan, like West Germany, was defeated, in part 
devastated and wholly demoralised. Yet in less than ten years 
[^both countries had staged economic “miracles”, and in a paper 
entitled The World of 1980 (just published by the US Hudson 
Institute), Mr Herman Kahn foresees Japan in the super-power 
class with the USA and the USSR. 

How did the Japanese phoenix arise from the ashes? 

Two reports published this week, by coincidence within 
48 hours of each other, offer complementary explanations : the 
first is The War Against Japan, Vol. V : The Surrender of Japan 
(published at 126 sh, by H. M. Stationary Office), and the second 
is the OECD’s annual Survey J'or 1968-69 (OECD, 2 rue Andre 
Pascal, Paris XVI, Price 5 sh 6d). 

Erroneous View 

The fifth volume of the British official history of the war with 
Japan assembles factual evidence which demolishes the widely 
prevalent view that it was the dropping of the atomic bomb on 
Hiroshima that put Japan out of the war. The evidence shows 
that what in fact eliminated Japan as a fighting pow'er had been 
the enduring ability of the American and British navies to deny 
her supplies of oil. Japan embarked on a war which could not 
end in victory, because the Japanese method of government 
allowed the leaders of her armed forces to control both internal 
and foreign policy, a role for which neither their education nor 
their experience had prepared them. (Pakistan’s leaders should 
ponder Japan’s prewar experience and, as from afar, I read of the 
disarray into which India’s once nation-wide C'ongrcss parly 
seems to have fallen, 1 cannot help wondering whether India's 
leaders should not also ask ihcmsclvcs what moral the Japanese 
prewar precedent could hold for India). 

Japan's prewar service leaders knew that Japan could 
not survive without oil, and that by striking south they 
could acquire oil-producing ai-eas, but they did not 
realise the vastness of the task that they were setting them¬ 
selves in getting that oil to Japan in war conditions. The success 
of the American and British navies’ offensive against tankers 
meant that of the oil produced in the southern fields the following 
percentages reached Japan : 1942—40 per cent; 1943—15 per cent; 
1944—5 per cent; 1945—nil. Japan’s stocks of oil fell from 
48.90 million barrels in 1941 to 3.71 million barrels in 1945. With 
or without the atomic bomb or the Soviets’ declaration of war, 
this was the end. Japan’s ships, tanks, vehicles and factories 
were useless; they had neither fuel nor lubricants. 

Nevertheless early in 1945 the islands remained so thickly 
peopled that the Americans feared that their conquest and occu¬ 


pation would be incredibly slow and costly. How could the 
invasion, planned for November 1, 1945, be avoided? There 
seemed three possible immediate inducements to speed Japans 
surrender : (1) Soviet entry into the war; (2) the atomic bomb; 
(3) the re-definition of '’unconditional surrender” moderately 
enough to maintain the imperial house and to assure Japan of a 
reasonable future. 

Divided counsels in Washington D.C. bungled these three 
possibilities. The British official history asserts that the Soviet 
declaration of war was the decisive factor in inducing Japan to 
accept the Potsdam Declaration and that the dropping of the 
bomb enabled the emperor to succeed in getting the Supreme 
Council to accept his decision to end the war. This looks to me 
as though the British historians reached a compromise committee- 
decision that would offend neither Soviets, British nor Americans, 
and let each take their choice as to the deciding factor. What 
should have been done, I don’t pretend to know, but the fact 
remains that Japan was surrounded, deprived of raw materials 
and of oil, so that surrender was a matter of time. 

What no one, so far as I know, has yct pointed out is the 
astounding combination of political naivety and ideological 
arrogance displayed by the occupying Americans who thought 
that fa) they should, and that (b) they could, produce a new era 
in Japan after destroying her institutions and social structure. 
Fortunately two factors were largely instrumental in preventing 
the collapse of Japan’s social structure : (1) unlike Germany 
and Korea, Japan was not split in two by a western and Soviet 
occupation; (2) neighbouring mainland China, following the 
allied victory, plunged back into revolution; this, added to 
Stalin’s inauguration of the cold war, cau.scd the Americans to 
speed up the transfer of power back to the Japanese. 

As in Europe the West Germans, so, in south Asia, the 
Japanese rose to the challenge of national humiliaticn and defeat 
to build a new social and economic order for themselves based on 
the evolutionary adaptation of their social structure. 

Another fact, which 1 have not so far seen pointed out any¬ 
where, is that whereas Japan entered World War II intending 
to w ipe out and take the south Asian empires of the Ncthei lands 
and Britain, after the war the Dutch and the British obligingly 
bowed themselves out of their south Asian possessions, and all 
the evidence suggest, as Japan goes from economic strength to 
strength, that east of, say, Calcutta, she is becoming the de J'acto 
heir to the British and Dutch! 

II 

JAPAN ; NOW A CREDITOR NATION 

Mr Herman Kahn’s projections of GNP for 1980 include ; 
the USA: 81,400,000 million. The USSR: 8800,000 million; 
Japan 8300,000 to 8600,000 million; West Germany and France 
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$200,000 to $300,000 million, China, the UK, Italy, Canada, 
and India $80,000 to $200,000 millioh. 

The latest OHCD Survey expects the present Japanese boom 
to continue unabated in the coming months. 

The boom had already lasted longer than any other since 
World War II and last year the real GNP grew by 14.4 
per cent after a rise of 13 per cent in 1967. The OECD forecasts 
a further increare of 10 to 12 per cent for 1969. 

What is surprising about the Japanese boom is that it has been 
accompanied by a spectacular strengthening of the balance of 
payments position. Hitherto, it has been a regular feature of 
Japanese postwar history that the economy had to be submitted 
to a cooling off period every two or three years after the expansion 
had run into balanc'c of payments difficulties. 

Yet, in spile of sustained boom conditions, both the current 
and the basic balances yielded record surpluses in the first six 
months of 1969. Official foreign exchange reserves rose sharply 
from the previously low point of $ 1,900 million in April, 1968, 
and i i February exceeded .S 3,000 million. 

A sharp acceleration of exports has been the main reason 
for the recent increase of the current surplus. On the other hand, 
imports have remained practically stable after a short-lived 
recovery from their depressed level in the first half of 1968. 

Some reversal of these trends is expected during the remainder 
of this year, with imports recovering strongly and export growth 
slowing down in line with expected developments in foreign 
markets. 

Capital Surplus 

However, says the OECD, even iT exports showed no further 
rise between May and December of this year and imports advanced 
at the unlikely annual rate of over 30 per cent, the current account 
for 1969 as a whole would still show a surplus of over $ 2,000 
million. 

Moreover, in spite of the continuing substantial outflow of 
Japanese capital, the long-term capital account has shown a small 
surplus so far this year, mainly because foreigners have made 
large purchases of Japanese securitiei. 

The prospects aic, therefore, that Japan may remain an 
important surplus country for some time to come, though the 
size of the surplus may depend to a significant extent on relative 
cyclical conditions at home and in the major foreign markets. 
The present level of official reserves is still relatively low, if com¬ 
pared with that of several OECD member-countries. But the 
authorities are, apparently, not aiming at any particular reserve 
target and wish to keep the rate of increase of reserves within 
reasonable limits. In fact, the official medium-term balance of 
payments aims are for a current account surplus, offset for the 
most part by long-term capita] exports (mainly, India please note, , 
to developing countries) and allowing for a gradual increase of 
reserves. The five-year programme, prepared in 1966, had set 
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a target of S 1,400 million for the current surplus, to be attained 
by 1971. But all long-term projections for the Japanese economy 
are at present being re-examined by official bodies. 

From the point of view of international equilibrium, the OECD 
thinks it desirable that in present circumstances Japan should 
sustain a high rate of growth of the economy and should continue 
efforts to discourage boirow'ing from abroad. But, given the 
recent strength of domestic demand, the maintenance, up to now> 
of cautious demand management policy seems justified. Although 
there are no signs of domestic overheating at present, or for the 
immediate future, the authorities attach particular importance 
to the possible effects of the recent acceleration of wage increases. 

But they also intend to keep policy flexible. Indeed, if the 
official export forecasts were to materialise (implying a change 
from a 30 per cent annual rate of growth to an almost flat trend 
of exports between iTiid-1969 and early 1970), the change might 
well have a depressive effect—particularly on the private invest¬ 
ment boom, which is entering its fourth consecutive year. If such 
a situation were to arise later on, the OECD suggests that the 
Japanese should reconsider demand management policy. It 
should, in any case, be noted that the growth potential of the 
Japanese economy has been persistently underestimated in recent 
years. 

Decline In GNP Deflator 

The progressive acceleration of growth of GNP from 
10 per cent (in volume) in 1966 to J4.4 per cent in 1968 was asso¬ 
ciated w'ith a decline of the GNP price deflator from 4.5 per cent 
to 3.7 per cent. The official forecast for the fiscal year 1968 
foresaw GNP advancing by 7.6 per cent and the deflator by 4.2 
per cent. It is also interesting to note that the rise of consumer 
prices in 1968 (5.5 per cent) was smaller than that registered during 
the “recession year” 1965 (6.6 per cent; this high rate was partly 
due to sharp increases in prices of agricultural products and of 
public services) and that by April, 1969, the year-over-year advance 
was down to 4.7 per cent. Furthermore, the recent faster increase 
of wholesale prices (1.8 per cent between May 1968 and 1969) 
is almost fully attributable to price rises of food products, iron 
and steel and non-ferrous metals; the two latter components were 
heavily influenced by developments in overseas markets. 

Deep-Rooted Change 

But while the export boom can be explained in terms of 
buoyant world trade, and in particular the high level of import 
demand in the USA, the comparatively sluggish performance of 
Japanese imports docs suggest the possibility of some deeper- 
rooted change in competitive relationships. Naturally enough, 
the Japanese get hot and bothered when comparisons are made 
between the yen and the D-mark, but as expansion and the surplus 
run on, the Japanese, like the West Germans, will find it more and 
more difficult to argue that nothing fundamental has changed, 
and that all that is at stake is a faster rate of inflation abroad than 
at home. 

Nevertheless, the price problem has emerged as a principal 
issue of policy sidee the balance of payments difficulties have 
been removed. The behavioiir of main price indicators during 
the last three business cycles suggests that factors other than 
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cKccssive demand have played the more important role in the 
persistant upward movement of prices. Among such factors 
arc-government policies towards agriculture and public services. 
The price rise in private services can largely be explained by the 
tendency for wage increases in industry to spread to the scivice 
sector. Prices of manufactured goods have, on the whole, shown 
cl high degree of stability in recent years, thanks lo the rapiti 
increase in productivity which has largely kept pace with the 
progress of wages. It would api>ear, therelorc, that the pi ice 
problem is, to a largo extent, structural and that this can best 
be coped with by policies designed to laisc the level of prodiictivit> 
in low productivity sectors and to stimulate labour mobility, 
thereby keeping the economy growing at an optimum rale. 

Ill 

JAPAN ANXIOUS TO BE A GOOD NEIGHBOUR 

The obvious way out is lo sweep away such import rcslriclions 
IS lemain. This is politically diiriculi. Most of the rcstrictionx 
cover agriculture and Japanese farmers are as politically iiiflucnlial 


as farmers all over the world. Again, those Japanese industries 
still enjoying high protection would be unlikely lo acquiesce quietly 
if their cosy |>osition m the home market were to be threatened. 
But by speeding up the libcrali.salion time-table, the Japanese 
aulhoiities would do something to hold down inllationary pres¬ 
sures at home. They could also meet the argument that the yen 
is undervalued by asking all those who hold that view to wait 
and sec vshai cOect liberalisation would have on the trade balance. 

Liberal Importt 

The Japanese auiliorilics arc. in fact, anxious progressively to 
fulfil their commitments to adopt more liberal policies on imports, 
current invisiblctransactionsand capital exports. Since, if present 
trends continue, a large surplus of Japan's balance of payments 
may remain, even though fast growth in the economy is main¬ 
tained, further progress m liberalising current external trans¬ 
actions and capital exports is highly desirable from the interna¬ 
tional point of view. A moie liberal import policy would also 
help to dampen price pressures and speed up the shift of workers 
from low to high productivity sectors a shift necessary to close 
the important gap in standards of living which still exists bctvNCcn 


INDIAN MERCHANTS’ CHAMBER 

DIAMOND JUBILEE ENDOWMENT TRUST 


A Scheme of Awards has been instiluted by the above Trust to encourage 
and recognise outstanding work in various fields of economic activity, such as 
increase in productivity in agriculture and industry, scientific management, cost 
reduction in industries, industrial relations, technological research, export perfor¬ 
mance, family planning, etc. Under the scheme, there are 15 awards of different 
categories. 

Nominations for the year 1969 arc invited from individuals, organisations, 
including firms, companies or associations official or non-official. 

Last date for receiving nominations: 

29th NOVEMBER, 1969 

For detailed information on the scheme of awards, please write to: 

fhe Secretary, 

Indian Mercba.nts’ Chamber, 

76 Veer Nariman Road, 

Bombay-lO. 


592 


EASTERN ECONOMIST 


Septcmbei' 26, 1969 


Japan and oihoi advanced industrialised nations. The present and to overcome the soeiui problems that have to be taken into 
strong domestic espansion should make it easier for the Japanese account when accelerating moves towards the eventual climina- 
authorilies to placate their farmers and industrial protectionists tion of the remaining restrictions on imports. 

WIND OF CHANGE IN EUROPEAN TRADING 

E. B. BROOK 


VII NNA : 

THf: lalcvi additional iinccnaiiU> in I'iin)pc is the iiKicascd 
doubt whether Britian really wants to li> atiu*n (o join the 
Common Market. The unceitainty is accentuated h> itiowiuu 
dissatisfaction with the Market’s opposite niinibci. hl lA, the 
Tiiropean Free Trade Association, which. i;cncialK speaknu’, 
fails now to show any growth. Britain is a im'inhcr of KI-IA 
blit shows Us general disregard h^r it by pla\in'\ fast and loo^e 
with some of its rules when they do not suit hei evmvcnience. to the 
intense annoyanec of the Scandinavians w!k> are mildly diNideil 
whether to press on to join the Market or to form an associatutn 
of then own together with Finland and Iceland. 

The over.'I! picture, therefore, .is elections aie held in West 
CJerinany and Norway and approach in Sweden, is that no one 
knows what Britain leally wants to do and doubts if Britain knows 
itself: that F’F-TA .is a trade bloc is heading towards becoming 
a failure and is not particularly elfcciivc e\en as an ante-room tt) 
Market mcmberslnp; that while the Scandinavians’ iinceilainl;. 
as ti> what to do in comm.nvial politics increases, ihe Market 
itself, as it mo\Cs iniu new headquarters in Brussels, iisks scttlm;'. 
down into sclf^s.ilisfaclion at having bol.teied and made highl\ 
profitable an excessive and parily medieval agricultural cconomv 
while the Americans make rings round western Fiuoi^c m iiiklnsirial 
enterprises and in attiacting iinesimeiii. 

Prime Market 

The latest large Ameiiean group to begin takuig piuatc 
nnestment cash out of turope is an Anuiiean subsidi.iiv in the 
Netherlands which is l.iunching a new venture dcsigncil to tap 
West Gcimany’s remaining large private savings reserves for 
capitalizing real estate investnients in urban centres of the USA. 
West Germany is the prime market because of a lack of large 
.savings aceumulalions elsewhere in Furi^pe. West Geimm law, 
also, is less icslrietivc to domc'ilie inveslmcnl abroad th.m most 
huropcan codes. The ncv^ venluie is the thud US mimey 
management linn offering American real estate investments in 
LTiropc. 

Dissatisfaction with hFTA has been brought to a higher 
level by the dismal reading of its latest annual lepori. The rcpoit 
partly reflects the acknowledged artificiality of the mgani/ation. 
Fd TA has long since proved to be no match lV>r the Common 
Market, not even a satisfaclory alternative. The likelihood iT 
ii ever being accepted as a partner or even as a prcliminaiy stage 
for the esiablishmenf of a single inarkct in westein Furot'ic. which 
is FFTAN ultimate aim, diminishes every year. Aiistiia has 
been trying to leave FFTA for the Market lor the last five ycais; 
Porlugafs share is minimal; the British use it or ignoie its rulc.s 
more or less at their convenience; the .Scandinas ians aie restive 
and only Switzerland finds it of lasting use since Ccnc\a is its 


hcadquaitcr'. Last year intra-HFTA trade grew more slowly 
than the total trade of the FFTA countries or their trade with the 
Common Maikci countries. 

Membe.'s of FF'fA have on: common characteristic, failure 
to yam mcmbeiship of the C’ommon Market, and Iho. potcnliai 
further growtii of the or«gani/ation is limited, particularly for 
Britain. Fhe bigecst market by far for the Brilisk is the United 
Sl,uc^. ,ind the Common Market is at present six times as valuable 
to them as is their own I uropean l iec Trade Ass-nciation. 

Growing Opposition 

At the same lime there is growing opposition in Britain to fhe 
proposal to press aeain fur membership of the Common Maiket. 
This opposition, it is remarked on the eoniincni, is shaicd by 
mcmbc's t)f the I abour parly, of the trade unions and of the 
Conserv.uiNC parly. 1 he principal objection is to the prospectively 
imm.'iiNC COM to Britain of joining the contmental ;igi iculturaf 
system which, in technique and (Tlcn in clllcicncy, is, for a large 
part, dec.ules behind the British, Added to this is the iiUcnse 
and innate distrust of almost all Biitons of joining iiTcontincntaf 
alliances and systems. Fuiopean observers claim lo sec distinct 
signs of increasing discnchanlmenl among the British to the idea 
of organized association with the Furopcan systems and of iheii 
growing disinelinaiion to accept the implications of controlled 
sovereignly in the Market’s basic document, the Treaty of Rome. 

Theie is f.ir ntorc general interest m Britian and on the 
eomincnl in what apj'iear lo be distinct moves for closer 
trading association between west and cast Fiiropc. West Ger¬ 
many and the Sovic' Union appear to he on the point of a fifty 
million dollar agreement which will enable the USSR to buy 
large-diameter oil pipelines from Wc-^t Germany in return for 
supplying increasing quantities of natuial gas through an extended 
line from Bratislava across western C/cchoslovaki.i to the Bava¬ 
rian border. For the first lime Russia, a major world-supplier of 
natural gas and crude oil, would Ise challenging sucli west F.uropean 
suppliers as the Italian^ and ESSO and Shell Oil interests in the 
Netherlands. In otlier words, cast luiropc v\ill be challenging 
Common Market suppliers in a third Common Market country. 

Attention turns also, increasingly on occasitMi, from Brussels 
to Leipzig where twice a year cast Europe meets west Europe 
and the rest of the world to do business in a big way. Exhibiting 
at Leipzig has become increasingly a necessity for western firms, 
more and more of whom arc interested in cast European markets. 
Experience has shown western firms that they only begin to profit 
when they have appeared at Leipzig several times consccutivicy 
ami have satisfied the rather withdrawn cast European trade 
ofiLials that they seriously mc.tn business. 

The east Europeans, the west has found, react unfavourably 
to high pressure salesmanship. Even American companies, hy 
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Imblt aggressive go-getters, arc learning the value of the patient 
technique in dealing with the East Germans and all their Slav 
neighbours. 

The Germans from the Federal Republic, whose forcfallicrs 
have had a few centuries of increasing experience in trading with 
Russians and others in e;ist Europe, instinctively know bctlc*r 
than to rush their customers. They realize, also the value of the 
generous, large show, consistently repeated, in convincing the 
cast Europeans that serious business is honestly intended. 


The West Germans now lake three times as much exhibition 
space at Leipzig as the Soviet Union -six years ago, in Adenauer's 
days, their products were discreetly kept at the back of exhibits 
put up by friendly third parties. At that lime a West German 
tirm exhibiting at Leipzig risked criticism if not penally when n 


returned iiome; today the West German exhibitors are generously 
encouraged to put on as good a show' as possible at Leipzig. 

Fast German trade with West Germany is growing apace and 
is expected to reach nciirly £400 million this year. The growing 
•‘interzouar* trade, as the West Germans persist in terming it, 
is eyed with not a little envy by East Germany’s communist 
partners whose efforts arc still inhibited by inability to pay in 
convertible currency for increased imports from W'cst Furopc. 

The Poles and the Hungauans particularly have pressed, so 
far in vain, for wide reforms in C'omccon trading practice to enable 
co-operation between west European and cast European industries. 
If ever these rules can be relaxed there is prospect of a surprisingly 
large exchange not only for products and machinery but of patents 
and components between firms in west Furopc and socialized 
enterprises in the cast of the continent, especially with Poland, 
Hungary and Czechoslovakia. 


RECORD LENDING BY WORLD BANK GROUP 


COMMITMENTS by the World Bank Group reached a record 
level in the fiscal year ended June .10. 1969, according to the latest 
annual report of the Bank and its atliliate, the International Deve¬ 
lopment Association (IDA). 

the report slates that during the year the three institutions 
of the Group—the Bank itself, IDA, and the International Finance 
Corporation (IFC) -made commitments to developing countries 
totalling S 1,877 million. This is almost double the level achieved 
in the previous year, and 67 per cent above the average over the 
previous five years (56 per cent above the 1964-68 average for 
the Bank and JDA alone). 

The 1969 total is made up as follows (1968 figures in paren- 
the.sis): 

World Bank : 84 loans totalling « 1,399 million (44 loans 
totalling 847 million). 

IDA : 38 credits totalling 385 million (18 credits totalling 
$ 107 million). 

IFC : 27 investments totalling 93 million (16 investments 
totalling $ 51 million). 

Parsittlng Problamt 

The Bank's expanded lending activities should be seen, the 
report says, against a background of “much hopeful progress but 
many persisting problems in the developing world. The deve¬ 
lopment effort is beginning to pay off* in many developing coun¬ 
tries, but there is an urgent need for continuing increases in 
development assistance to maintain the momentum achieved and 
to capitalize on earlier investment. 

The report notes that the net total flow of rest)urccs from 
the developed to the developing world grew in absolute terms in 
1968. There was a sharp rise in private capital investment, but 
preliminary estimates show a slight fall in official flows. Official 
and private flows combined, estimated at s 12.8 billion, represented 
about three-fourths of one per cent of developed countries’ com¬ 
bined GNP in 1968. 

Commitments during the 1969 fiscal year brought the cumu¬ 


lative total of Bank and IDA lending to Jh 14,793 million, of which 
S 6,424 million, for 357 projects in 84 countries, has been com¬ 
mitted during the last five years. Over this period, the report 
states, the purposes for w'hich the two institutions have provided 
finance include; 

the creation or rehabilitation of irrigation and drainage 
systems for more than 29,000,0(X) acres of land; 

the construction or improvement of schools involving more 
than 635,000 school places; 

the installation of more than 12,000 megawatts of new electric 
generating capacity; 

the installation of nearly l,40(),(X)0 subscriber telephone lines; 

the construction or improvement of nearly 12.000 miles of 
roads: 

the provision by Bank-assisted development finance companies 
of assistance totalling nearly ^ 1,700 million for over 11,000 
projects (during calendar years 1964-68). 

The Bank and JDA lending hy purpose rose ^igniticamly in 
every sector of activity during fiscal 1969, with the largest increases 
occurring in the financing of agriculture and education. Loans 
and credits for agricultural development lotullcd S 367.3 million, 
more than double the previous year’s figure of V 172.5 million 
(itself a record). This included the largest agricultural loan ever 
made by the Bank (« 65 million for a livestock project in Mexico), 
the Group’s first financing in Indonesia, and its first loan for 
seed production -*< 13 million to India (pages 7-9). Loans and 
credits for education lolalfed JS 81.8 million, compared with 
■S 24.2 million during the previous year. This brought the cumu¬ 
lative total of Bank and IDA lending for education to .s 244 
million, for 32 projects in 28 countries, since the Bank first entered 
this field in 1962 (pages 9-13). 

Bank and IDA lending for public services amounted to nearly 
one billion dollars in fiscal 1969 (pages 13 16). Loans and 

credits of N 474.5 million were made for transportation projects 
(compared with x 247.3 inillion in 1968) and 485.1 million for 
public utilities (s 317.5 mitlion in 1968), of which S 369.8 million 
was for electric power (1968 : ><268.5 million), .^80.7 million 
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for IcIeL’oniiniinicalions (1968: 5% 27.0 million) and 8 ^4.6 million 
for water supply and sewer systems (1968: S 22.0 million). 

Assistance to industry largely made up of loans to develop¬ 
ment finance companies, amounted to 366.0 million, or S 241.0 
million if an indusiii,il imports credit to India is excluded (pages 
16-18). The comparable figure for the previous year \\as >■ I9I.5 
million. 

A comparison of loans and credits by purpose in 1969 with the 
average over the previous five vears (19()4-68) shows that loans and 
credits for agriculture in 1969 were 198 per cent above the 1964-68 
average: for education, 156 per cent up compared with 1964-68: 
for industry (excluding industrial import credits) up 72 per cent; 
for transportation 32 percent up; for public iiiililics. 30 percent 
up (page 17). 

Widely Spread 

The Bank and IDA lending in fiscal 1969 was again spread 
widely throughout the developing world. The report shows that 
funds were provided as follows by area (1968 figures in parenthesis): 

Africa : 48 loans and credits totalling S 345 million to 29 
countries (20 loans and credits totalling 140 million to 13 
countries). 

Asia and Middle Ivasf • 37 loans and credits totalling 8 788 
million to 13 countries (19 loans and credits totalling s 306 million 
to 11 countries). 

ITiropc : 10 Joans and credits totalling 180 million to five 
countries (4 loans and credits totalling n 123 million to three 
couiurics). 


Weslern Hemisphere : 27 loans and credits totalling 8 472 
million to 14 countries (19 loans and credits totalling 8 385 million 
to 11 countries). 

A comparison of lending by area in fiscal 1969 w ith the average 
over the previous five years shows that lending to Africa in 1969 
was 1J6 per cent above the 1964-68 average; lending to Asia and 
the Middle East up 62 per cent compared with 1964-68; lending 
to the Western Hemisphere up 52 per cent; and lending to 
Europe up 21 per cent (page 13). 

The especially high rales of increase during the year, both by 
area (Africa) and by sector (agriculture and education), reflect 
the Bank’s priorities as indicated by President Rotyrt S.McNamara 
in his speech to the Bank’s Governors on September 30, 1968. 

Progress in Bonds 

During the 1969 fiscal year, the Bank sold more bonds on 
world capital markets than in any previous year in its history, 
8 1,224 million equivalent, at an average cost of 6.46 per cent. 
After meeting all financial rcquircmcnis for the year, the cash 
resources of the Bank were increased by about 8 450 inillioif.^ 
Net income for the fiscal year was 171 million; of this, the 
executive directors have recommended that 8 100 million Ise 
tiansferred to IDA as a grant (pages 25-28). 

Delays in the second replenishment of JDA's resources resulted 
in curtailed operations until the second half of the fiscal year. 
whCD I'dvancc contributions to the second replenishment were 
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made by a number cif ^art I bbuntries. These tbtallod S 244.5 
miilfon by the end of the year. The second replenishment became 
effective soon afterwards, on August 22, 1969, 30 days after the 
United States deposited its notification that it would make its 
S])ecified contribution of S 480 million, payable in three annual 
instalments of $ 160 million, to the S 1,200 million replenishment, 
(pages 28-29). 

The Executive Directors of the Bank completed during the 
year their studies of the role the flank Group might feasibly play 
in contributing to the solution of the commodity problem. The 
report suggest (pages 40-44) that the fundamental need is for a 
better balance between world production and demand, assisted 
at first by well-developed commodity agreements and, in the 
longer run, by diversification of developing countries’ production 
and exports. This entails sustained economic growth, which in 
turn depends on measures being taken to correct structural 
imbalances in countries’ economies, to encourage diversification 
of production (including industrialization), and to improve 
productive efficiency. 

The report says that the decisions taken by the executive 
directors relate mainly to policies for the diversification of pro¬ 
ductive activity in developing countries and for assistance to 
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appropriate intemational commodity agreements* through the 
Bank’s own established procedures and employing the regular 
vehicles of Bank Group lending. 

Becniiting Programme 

Administrative reorganization during the year involved change 
in the organization of the projects, area, economics and (reusurcr’s 
departments, and the establishment of a tourism projects depart¬ 
ment, a population projects department and a special projects 
department (pages 29-30 see also pages J8-19). Because of the 
higher volume of business, a major recruiting programme has also 
been undertaken. The report shows that the professional staff 
of the Bank ro.se during the year from 740 to 917; (page 3); the 
total staff numbered 1,834 persons, from 75 countries, at the end 
of the year (page 30) 

The Commi.ssion on International Development, set up in 
August 1968 under the leadership of Mr Lester B. Pearson, 
former Prime Minister of Canada, has held a number of meetings, 
including regional hearings in the developing world The report 
states that the Commission is expected to present its ow-n report 
on the problems and prospects of intenjational aid, and on 
policies to promote the economic development of the developing 
world, in the autumn of 1969 (page 24) 


BAOTJBRN BI20NQMIST 


I.F.C. DIVERSIFIES ITS OPERATIONS 


BUILDING on the expansion and diversification of its operations 
in recent years, the International Finance Corporation, a World 
Bank affiliaft, announced (hat during fiscal 1969, it helped to 
finance private devtjlopment enterprises in Asia and the Middle 
East with project costs totalling approximately S 262 million. 

IFC’s own commitments to these enterprises during the fiscal 
year ended June 30, 1969. came to ^ 54 million, representing 
58 per cent of the Corporation’s total investmems of $ 92.9 mil¬ 
lion during the year. 

IFC’s largest single Investment in its 13-year history was made 
in Asia during the year. This was a S 22.1 million commitment 
to a .560 million expansion of the Siam Cement Group companies, 
the biggest building materials producer in Thailand and one of 
the largest cement manufacturers in Asia. (The Corporation’s 
previous largest investment a 5 20 million commitment to a 
Mauritanian copper mine, in fiscal 1968). 

Record PoKlcipetlon 

Participation in the IFC commitment to Siam Cement by 
private banks and other financial institutions also set a record. 
Nineteen such participants—in North America, Europe and 
Asia—took $ H.9 million, or 67 per cent, of the TFC commit¬ 
ment in Siam Cement, exceeding considerably participations in 
any previous IFC investment. 

Two of the other development enterprises assisted by IFC 
during the year—fertiliser plants In Pakistan and in India—are 
expected to contribute substantially to the cflforts of these countries 
to achieve self-sufl^cncy in food. Also in 1969, IFC provided 
loan and equity funds for the establishment of a raw silk producer 
in Korea, the expansion of a paper manufacturer in East Pakistan, 
and the construction of the first facility for making hot-rolled 


steel strip in Iran. Additional investments were made by the 
Corporation in an integrated steel plant in Malaysia and in a 
private development bank in Pakistan. 

IFC's new commitment of .s 92.9 million in fiscal 1969 were in 
24 private companies, with project costs—total investment, by 
IFC and others, at the lime of the IFC commitment—of S 505 
million. Commitments in fiscal 1969 were 84 per cent higher 
than in the previous fiscal year and raised total investments by the 
Corporation, in 131 development enterprises, to 8 365 million. 
Project costs of these 131 enterprises totalled $ 2.165 million, 
or some six times IFC’s investment and more than 20 times IFC’s 
paid-in share capiul of s 106.5 million. 

The Annual Report noted that 106 of these businesses that 
have been assisted by IFC, with project costs of over 1,276 
million, had been completed or had begun operations by the 
end of fiscal 1969. Twenty-four of the operative enterprises, 
with its project costs of some 8 301 million, were in Asia and 
one country in the Middle East—Iran. Fifty-two operative projects 
were in Latin America, costing 8 671 million. Fourteen operative 
projects in Africa were valued at 5 124 million, and 13 projects 
in Europe had project costs of 178 million. Three other operative 
projects, in the Caribbean and Australia, cost over % 2 million. 

Under a new policy, IFC took a more active role in the pro¬ 
motion of development investments in 1969. The Corporation 
took primary responsibility for organizing a joint venture in 
cement production in Indonesia, invested in promotional com¬ 
panies in Colombia and Honduras, and pioneered in tourism 
development through a specialized company set up 
tourism on a country-wide scale in Tunisia. 

The innovation in Tunisia—setting up an institution sjpeciali- 
zing in integrated assistance to a single industry 6f high 
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mental potential~ is expected to be applicable in other countries 
and in industries other than tourism, as a means of realising the 
full potential, on a national scale, of a promising industry. 

These were highlights of IFC operations in fiscal 1969 noted in 
the Corporation's Annual Report for the 12 months ended 
June 30, 1969. IFC^ is the World Bank affiliate that invests in 
priNcitc businesses in developing member countries. 

At the end of fiscal 1969, TFC commitments in Asia and the 
Middle F.ast, over its 13-ycar history, totalled $119.4 million or 
33 per cent of total commitments. The Corporation has helped 
to finance the establishment, or expansion of 30 private businesses 
in India, Korea, Malaysia, Pakistan, the Philippines and Thailand. 
JFC funds have also been provided to tw'o companies in Iran. 

The enterprises assisted by IFC in Asia and the Middle East 
have been in alloy steels and steel products, textile machinery 
and textile manufacturing, cement and other building materials, 
paper manufacturing, pumps, transmission cables, fertilizer 
production, electric power and industrial financing. 

Despite the tight market for development investment capital, 
sales of IFC investments to financial institutions and other pri¬ 
vate investors rose in fiscal 1969 by 120 per cent over the previous 
year, to approximately ^>41 million. Of this total, $ 23 million 
were sales of IFC investments in Asia and the Middle East. 
Sales of IFC commitments in 1969 freed for reinvestment in new 
developmental projects 44 per cent of the investment funds 
committed by IFC during the year. 

Among the 52 financial institutions which bought portions of 
JFC commitments for their own portfolios in 1969 were the 
Private Investment Corporation for Asia, with headquarters 
in Japan; Shanghai Commercial Bank Limited, of Hong Kong; 
and the Industrial Bank of Japan. 

IFC’s transaction with the six-company Siam Cement Group 
in Thailand, involved simultaneous financing of five separate 
but interrelated companies of the Group, which are carrying 
out four industrial expansion programmes. The expansion pro¬ 
ject‘d—scheduled to be completed by the Siam Cement Group 
companies by the end of.1971—include a 1,500 metric tons per 
day cement factory, a 150,000 tons per year steel rolling mill, 
an asbestos cement sheet plant and a concrete pipe plant. 

In addition to its investment in the Siam Cement building 
materials complex, IFC in 1969 made five other major commit¬ 
ments to private enterprises in Asia and the Middle East. These 
were: 

Third Largest Investment 

A $ 15.9 million commitment to the Zuari Agro Chemical 
Limited Area and compound fertilizers plant in Goa, south-west 
India. This was IFC’s third largest investment to date. Esti¬ 
mated to cost over $70 million, this agribusiness venture was 
spK)nsored by the Birla group, one of the largest industrial groups 
in India, and United States Steel Corporation, of Pittsburgh, 
Pennsylvania. 

An IFC commitment of up to $ 3,9 million equivalent, supply¬ 
ing approximately 10 per cent of the share capital for a $ 78 
million Da wood Hercules fertilizer plant near Lahore, j West 


Pakistan, to which the World Bank simuliianeously committed 
8 32 million in a foreign currency loan. Sponsored by theDfai^yOod 
Industrial Group, of Pakistan, and Hercules Incorpomled, a 
United States chemical company, this is the first fertilizer project 
in Pakistan to receive IFC financing. 

A $ 6.2 million commitment to expand and modernise Kar- 
naphuli Paper Mills limited, IFC’s first investment in East Pakis¬ 
tan’s industrial expansion. This 8 17 million project will increase 
Karnaphuli’s paper output by 17,000 tons a year, and will raise 
total paper making capacity financed by IFC in Pakistan to 72,000 
tons annually. 

A commitment of S 1.7 million to Honam Silk Industry 
Company, in Korea, was IFC’s first investment in the silk industry. 
Combining agriculUiral and industrial financing, the project is 
expected to produce 350 metric tons of raw silk annually, most of 
which will be exported, thus earning for Korea approximately 
85 million a year in foreign exchange. 

IFC's first major investment in Iran-- a commitment of up to 
S 3.9 million to Sherkate Sahami Navard va Luleh Ahwaz, which 
will build an 18 million plant to produce hot-rolled steel strip 
and pipe, meeting most needs of Iran’s construction and light 
metal manufacturing industries. 

t 

Smaller Commitment 

In addition to these principal investments, the Corporation 
made smaller commitments to two previously assisted enterprises— 
$ 230,767 to Malayawata Steel Limited, the first major iron and 
steel producing facility in Malaysia, and 8 36,846 to Pakistan 
Industrial Credit and Investment Corporation, Limited (PICIC), 
a private development bank. With a commitment of approximately 
8 3.5 million, IFC in 1967 helped to finance Malayawata, which 
was sponsored by Yawata Iron and Steel Company Limited, 
Japan’s largest steel company. In June 1963, IFC made an 
equity investment of 8 449,400 in PICIC. 

iFC's annual report noted that two Asian countries—the 
Republic of China and Singapore—were among five countries 
that joined IFC in 1969, bringing membership in the Corporation 
to 91 countries, and raising paidrin share capital to $ 106.5 million 
as of June 30, 1969. The other new member countries were 
Yugoslavia, Uruguay and Mauritius. During the year, Cambodia 
and Swaziland applied for membership in IFC. 

IFC’s investments during 1969 in regions other than Asia and 
the Middle East involved steel making, printing and publishing^ 
petrochemicals, textiles, tourism, industrial financing institutions, 
synthetic fibre manufacturing, animal feed production, and pulp 
and paper. The Corporation made first investment during the 
year in animal feed additives and printing and publishing in Latin 
America, and in silk production in Asia. 

The average annual return of all investments held by IFC 
in its portfolio was 8.45 per cent as of Jugp 30,1969, compared 
with 7.61 per cent at the end of the previous fiscal year. 

The Corporation had net ipcome in fiscal 1969 of $ 7.5 million, 
which was credited to reserve against losses. At the end Of the 
year, the total resources available to IFC increased to S 404 
million, from $ 340 at the end of fiscal 1968. 
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THE discussion on the Freedom of the Press, 
organised last week by the Press Club in the 
capital, was not only good entertainment but a 
useful contribution to a topical public debate 
on an issue of vital importance to our democra¬ 
tic way of life. Predictably, and even inevita¬ 
bly, the discussion promptly became a debate. 
Mr Frank Moraes, Editor-in-Chief of The 
Indian Express, speaking first, virtually put 
on the dock another participant, Mr Inder 
Gujral (Minister of State for Information and 
Broadcasting), who was to speak last. Mr 
Moraes* statement was essentially a paraphrase 
of a piece he had done for his paper recently, 
but to hear it spoken by him on a note of 
complete sincerity somehow enhanced the 
apypeal of his argument, h is possible that 
Mr Moraes* statistics are not as conclusive as 
he takes them to be, but he is certainly justified 
in his basic contention that, if there is a threat 
to the people's right to freedom of information, 
the danger arises less from private ownership 
or control of the larger newspapers than from 
the government's management of the various 
media of mass communication, particularly 
the radio. 

I also relished the contribution made by 
Mr. B. G. Verghese, Editor-in-Chief of The 
Hindustan Times. It was characterised by direct¬ 
ness of thinking blended with restraint in 
articulation. His point that a newspaper had to 
be considered in its totality of new s reports, 
editorial writing, views columns and special 
articles, when its worth as a socially responsible 
medium of communication was attempted to 
be evaluated, was particularly valuable. 

Another impressive performance came from 
Mr Chanchal Sarkar, Director of the Press 
Insthute of India. His contribution was in 
some ways the best of the evening's fare. He 
successfully imposed on the discussion the 
necessary discipline of the constructive gtiiiude. 
Mr Sarkar spoke firmly and with feeling on 
what certainly was the most important issue in 
this whole matter of the present state of the 
press in our country. He pleaded that resourc¬ 
es and energy hadrbetter be diverted towards 
improving the cfuality of newspapers along 
with stepping up the rate of growth of the news¬ 
paper habit among the people rather than be 
dissipated in pursuing the political opportuni¬ 
ties offered by artificially created controver¬ 
sies. 

Two other participants, Mr A. Raghavan of 
Bft$z and Mr J, P. Chaturvedi of A] made a 
determined bid to arraign the so-called "mono¬ 
poly press" as the villain of the piece. Given 
the limitations of their brief* both did a good 


job of preaching to the converted. 

Mr Pran Chopra, who left the editorship of 
The Statesman some time ago, under circums¬ 
tances of some excitement and who is presently 
the editor of the recently started fortnightly. 
The Citizen and Weekend Review, performed 
a dual function by guiding the discussion from 
the chair as well as participating in it. While 
I am full of admiration most of the time for 
Mr Chopra's performances during his frequent 
appearances on the radio or TV, on this 
occasion I felt that Mr Chopra’s contribution 
to the debate suffered from the hangover of 
his subjective experiences in his recent profes¬ 
sional past which, reportedly,were not exactly 
agreeable. 1 should certainly like to listen 
to Mr Chopra on the issue of freedom of the 
press at some future date when he may be in a 
belter position to speak on the basis of expe¬ 
rience, recollected in tranquillity. 

It remains for me to comment on Mr 
GiijraPs very considerable part. Readers of 
this column must be aware that I do not go 
along with the particular brand of poiilicM 
which Mr Gujral has been practising with so 
much profit to himself, I have, however, no 
hesitation in saying that Mr GuiraPs was ea¬ 
sily the most outstanding debating feat of the 
evening. It shows that, when it conics to the 
spoken word, uttered on a public platform, even 
minor politicians, who possess some advantage 
of aptitude or practice, could easily score off 
journalists who are apt to be more comfort¬ 
able with pen and paper. Whether when de¬ 
fending his management of All India 
Radio or when attacking the functioning of the 
"monopoly" press as symbolised, on this occa¬ 
sion, chiefly by Mr Frank Moraes—and Mr 
Gujral was doing one or the other during the 
period he was at the mike—the Minister of 
State for Information and Broadcasting was at 
his fighting best. This is not to say that he 
was sound on the argument, but he was certain¬ 
ly not sparing in the fury. 

At only one p<nnt Mr Gujral chose to be 
subdued or even apologetic. I personally 
thought that there was really no need for his 
being so. Mr Morac^ latbcr unjustifiably, in 
my view—had taken c-\ccpiion to MrGujraPs 
observation that an employment contract 
between the proprictoi of a newspaper and the 
editCK* whom he is appointing could not be 
treated simply as a private deal between the two 
parties since the public interest also came into 
it. To my surprise, Mr Moraes took this as a 
reflection on the integrity of the editor. What 
is more, he even insisted on regarding it as an 
insult offered to him and solemnly declared 
that he resented it. A hard-hitting journalist, 


such as Mr Moraes, who certainly pulls no 
punches when dealing with politicians, should 
surely have been less sensitive and vulnerable 
when he happened to find himself, for a chance, 
at the receiving end of a slanging match. Not 
long ago, Mr Moraes, in his column In 
The Indian Express, had bluntly called 
Mr Gujral *‘a minor Goebbeis" and tfie 
latter would have been less than human 
had not this characterisation been rankl¬ 
ing in his mind. Against this baejeground, 
Mr Gujral acted not only handsomely 
but even generously when he said that he 
was sorry if he had given offence to Mr Moraes 
since he did not mean to do so. Mr Gqjral’s 
basic attitude towards the press, as revealed 
at this discussion, however, was a different 
story and I hope to find space for it in the 
next issue, but not necessarily in this column. 


Mr Jagjivan Ram, I imagine, is quite aMe to 
look after himself and he has taken the allega¬ 
tion of tax default made against him sufficient¬ 
ly seriously to say publicly that it is a matter 
on which he prefers to have the professional 
advice and assistance of his lawyers. His atti¬ 
tude shows a greater sense of responsibility 
than may be credited to the Prime Minister’s 
way of looking at this matter. She certainly 
did no service to her colleague when she made 
the surprising comment a few days ago that 
failure to submit income-tax returns, even for 
a period of 10 years, could easily have been 
due to forgetfulness which is excusable in busy 
people. The Prime Minister’s casual and cava¬ 
lier attitude is bound to be interpreted as the 
product of a situation in which she is personally 
obliged to Mr Jagjivan Ram for the latter’s 
heroic exertions on her behalf during her re¬ 
cent tussle with tiie Congress president and 
certain members of the Congress Working 
Committee. Incidentally, her remarks betray¬ 
ed an ignorance of income-tax procedures and 
the citizen’s obligations with regard to them 
which must be hard to justify in the light of her 
desire to retain the Finance portfolio. 

* * 

Last week’s issue of Blitz features on its 
front page a picture of Mr V. V. GIri and Mr 
R. K. Karanjia locked in an embrace which 
seems to be a cross between a wre.stlers’ and a 
lovers’. The photo, it must be noted, has been 
taken after Mr Gin has assumed the office 
of President. It is intended to record, presum¬ 
ably, for public benefit his gratitude for servic¬ 
es rendered. So much for the virtues of dignity 
and restraint in the Rashtrapati Bhavan of 
today. 
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Trade 

S.T.C. DIVIDEND 

THE State Trading Corporation has 
declared an interim dividend of four per 
cent for the quarter ended June 30 on its 
Rs 4-crorc equity capital. This was made 
pos.sibIe by the preparation of quarterly 
accounts that project short-term perform¬ 
ance assessment. Firm export orders indi¬ 
cate that the Rs 60-crore target will be 
exceeded this ye;ir. Orders booked during 
the quarter amounted to Rs 35.43 crores of 
which shipments made were worth Rs 8.89 
crores. Trading profit at Rs 5.98 crores 
showed an increase over last year’s Rs 3.72 
crores for the period, due to faster sales of 
bulk items consequent upon a drive the 
Corporation launched to reduce stocks. 
Total expenditure during the quarter 
showed slight drop over last year but inte¬ 
rest payment in particular came dow'n to 
Rs 3 lakhs compared with Rs 16 lakhs of 
last year because of lower lx>rrowings from 
the banks through better utilisation of capi¬ 
tal resources by reduction in stocks and 
debtors. Profit before tax has increased 
from Rs 3.02 crores to Rs 5.07 crores. 
Tax payable to government increased from 
Rs 2.03 crores to Rs 3.38 crores and the 
net profit after tax from Rs 0.99 crore 
to Rs 1.69 crores. 

SEWING MACHINES INDUSTRY 

The union government has, by a notifi¬ 
cation issued on September 12, 1969, can¬ 
celled the exemption granted to the sewing 
machines and components industry. On 
December 13, 1966, sewing machines and 
components industry was exempted from 
the licensing provisions of the Industries 
(Development and Regulation) Act, 1951. 
The position in respect of this industry has 
since been reviewed by the government and 
it has been decided to bring back this 
industry under the licensing provisions of 
the Act. 

SEMINAR ON MINING MACHINERY 

An exhibition on mining machinery 
and spare parts is being organized jointly 
by the Office of the Coal Controller, Indian 
Engineering Association and the Biria 
Industrial and Technological Museum (a 
CSIR unit). The exhibition will bo held in 


eastern ECOI^Ml^ 


Winds 

Calcutta in November-Dcceml^er 1969. 
A thi’cc-day seminar on designs and manu¬ 
facture of mining machinery and spare 
parts and preventive maintenance of min¬ 
ing equipment and other allied subjects 
will also be held at the same time. The 
objective of the exhibition and the semi¬ 
nar is to promote import substitution in 
the field of mining machinery, components 
and Sparc parts. 

CAR PRICES 

The Government of India on Septem¬ 
ber 21 imposed statutory control on prices 
of cars under the Industries (Development 
and Regulation) Act, 1951. While impos¬ 
ing ihe price control the government has 
raised the cx-factory prices of Ambassador 
and Fiat cars to Rs 15,316 and Rs 14,325, 
an increase of Rs 424 and 774 respectively. 
The ex-factory prices of Standard Herald 
will continue to be Rs 14.003 till the 
government receives the Tariff Com¬ 
mission’s recommendations on the four- 
door model. 

ENGINES BY HINDUSTAN MOTORS 

A new, more powerful, 1750 cc. engine 
will shortly be marketed by Hindustan 
Motors Ltd, along with the present engine 
used in Ambassador cars, giving an option 
to the purchaser to choose cither. The new 
high-pow'cred engine will be better .suited 
to long distance travel and will have addi¬ 
tional power and capacity for fitting air- 
conditioner units and other ‘ gadgets. It 
will provide power for high cruising speed, 
quick acceleration and effortless hillclimb¬ 
ing. 

REFRACTORY MAKERS 

Mr P. R. Chaki of Bdpahar Refractories 
Ltd has been elected Chairman of the Indian 
Refractory Makers’ Association for 1969- 
70. Other office-bearers elected are : Mr 
K. N. Mukherjec, (Bchar Firebricks and 
Potteries Ltd); Mr D. R. SubramanJan 
(Burn and Co. Ltd); Mr S. L. Moitra 
(India Refractories); Mr M. H. Dafmia 
(Orissa Cement Ltd). 

SkC.I. BUYS TANKER 

The tanker “Jawaharjal Nehru” (88,000 
dwt), the biggest ship, constructed and 


built by the Split shipyard, was deUvered to 
the Shipping Corporation of Ihd|b 
September 15, 1969, The formal deli^iy of 
the tanker will be made next week at the 
island of Malta. 

FISHING TRAWLER DELIVERED 

Mecna Khojini, the first of twenty 17.5 m. 
fishing trawlers was delivered to the Deep 
Sea Fishing Organisation, of the union 
Ministry of Food and Agriculture, by the 
West Coast consortium of shipbuilders, on 
September 18, 1969. The order for 20 traw¬ 
lers, which was placed on October 11,1968, 
to be executed within 18 months, is being 
executed ahead of schedulcfby the consor¬ 
tium. 

FOREIGN TRADE IN JULY 

In July 1969, exports amounted to Rs 
104.39 crores, imports Rs 133.89 crores, 
leaving a gap of Rs 29.5 crores. The 
cumulative total of exports including re¬ 
exports for the first four months (April-<f 
July) of the current financial year came to 
Rs 453 crores. Imports for the period came 
to Rs 488 crores and balance of trade 
around Rs 34 crores. The figures for the 
corresponding period of 1968 are Rs 425 
crores, Rs 695 crores and Rs 270 crores. 

STEEL PRODUCTS FOR SYRIA 

The State Trading Corporation of India 
has recently won two big orders worth 
Rs 1.35 crores for the supply of steel 
products to Syria against stiff competition 
from other countries. The State Import- 
Export Co. (Simex) of Syria had invited 
tenders for the supply of 10,000 tons of 
mild steel reinforcing bars valued at 
approximately ^ 1 million (Rs 75 lakhs) 
and 2.500,000 metres of cast iron pipes 
valued at approximately S 800,000 (Rs 60 
lakhs). This is the first order of its kind 
procured by the State Trading Corporation 
from Syria. Recently, the Simex has also 
placed an order for the supply of 45 tonnes 
of tea with an Indian firm. The Syrian 
tea market is at present monopolised by 
Ceylon. 

TEXTILES FOR TANZANIA 

The Cotton Textiles Export Promotion 
Council (Texprocil) ha$ secured a contract 
for Rs 40 lakhs in Tanzania. The deal has 
been signed by the State Trading Corpora¬ 
tion of Tanzania and the Texprocil. In 
view of the falling trend in our export tp 
Tanzania* this deal is considered A fbie^ 
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runner for further kiegotiAtions In the future. 
The shipments for the present contract 
are expected to be completed by the tmd of 
4he year, 

WAGONS FOR EXPORT 
Wagon orders on hand with builders in 
this country from 10 different countries 
amount to Rs 13.83 crores. Orders already 
executed amount to Rs 0.06 crore only 
and those still to be executed are valued at 
Rs 13.77 crores. The biggest indent is 
from Hungary, valued at Rs 5.85 crores, 
Poland coming next with Rs 2.70 crores, 
Iran's booking is worth Rs 2 crores. 

WAGON PLANT IN IRAN 
Experts from this country have submit¬ 
ted a project report on a wagon-building 
factory in Iran. The plant envisages pro¬ 
duction of 450 wagons a year to begin with 
to reach a capacity of 800 ultimately. 
On the Indian team was an expert each 
from the railways and a private wagon¬ 
building firm of Calcutta. The Iran project 
is one of several collaboration schemes the 
railways have on hand. A project report 
was submitted some time ago on laying 
railway tracks for a port town in Syria, 

EXPORT CELI^ IN BANKS 
The govenwnent is examining the pro¬ 
position to press into service the nationali¬ 
sed banks to assist exporters. Addressing 
the All India Manufacturers* Organisation 
recently the Minister for Foreign 
Trade, Mr B. R, Bhagat, indicated that 
special export cells would be created in the 
nationalised banks for this purpose. Ulti¬ 
mately the idea wa.s to set up specialised 
export banks with the requisite infrastruc¬ 
ture for facilitating credit availability for 
export purposes. 

BANK BRANCH EXPANSION PLAN 
The Committee of Custodians, appoint¬ 
ed by the Reserve Bank of India, to look 
into the branch expansion programmes of 
the 14 nationalised banks, has drawn up a 
two-phase programme in regard to future 
Iwanch expansion in the country. This 
information was given by Mr F. K. F. 
Nariman, one of the members of the 
Custodians’ Committee recently after the 
third and final meeting of the Committee. 
He indicated that the Committee’s interim 
report would be submitted shortly to the 
Reserve Bank and the blue print of its 
recommendations would follow. 
TRAINING FOR BANK STAFF 
The Indian Institute of Foreign Trade 
]win »lK>rtly organise a comprehensive train¬ 


ing programme for the peirsonnet of the 
nationalised banks in various fields parti¬ 
cularly foreign trade and export credit. 
The institute is organising the programme 
at the request of the Finance Ministry and 
the Institute of Bank Management. The 
institute would also start in January- 
February 1970 a course on trade policy and 
export promotion. Cuba, Peru, Syria, Indo¬ 
nesia and Turkey )\ave already agreed to 
pMirticipate in the course. Philippines, Laos, 
Malaysia, Nigeria and Thailand have ex¬ 
pressed interest in sending their nominees. 

ADVANCES AGAINST JUTE 

The Reserve Bank of India has with¬ 
drawn the existing control on bank advanc¬ 
es against raw jute and jute goods in view 
of the considerable improvement in the 
supply position of raw jute in the current 
year and (he resultant price fall. The 
Bank has, in a directive issued to scheduled 
commercial banks, rescinded its directive 
of October 26,1968, thus withdrawing, with 
immediate effect, the margin and ceiling 
restrictions on bank advances against raw 
jute to parties other than jute mills and the 
margin restriction on advances against 
pucca delivery orders for jute goods. 

The Bank imposed in October 1968 a 
margin of 35 per cent on advances against 
raw jute and 50 per cent on those against 
pucca delivery orders for jute goods and a 
ceiling on advances covering raw jute. 
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Advances against raw jute to jute milR 
were exempted from the control last year. 

JUTE BUFFER BODY 

With the entry of the State Trading 
Corporation in the jute market for a buffer 
stock operation, the Indian Jute Mills 
Association has told the union government 
of its intention to wind up the Jute and 
Jute Goods Buffer Stock A.ssociatton, 
Mr R. P. Goenka, chairman of the associa¬ 
tion, stated recently. 

WORLD POSTAL CONGRESS 

The sixteenth quinquennial Congress of 
the Universal Postal Union, to be held at 
Tokyo next month, will consider proposals 
for reduction in air conveyance ^costs, 
simplification of the parcel postage and 
other suitable changes in the tariff struc¬ 
ture of the letter post. The Indian delega¬ 
tion to the six-week congress, from Octo¬ 
ber 1 to November 14, will be headed by 
the union Minister for Information and 
Communications, MrSatya Narayan Sinha. 

GODOWNS AT RECORD SPEED 

During the summer of this year the 
Central Warehousing Corporation built up 
a godown capacity of 45,000 tonnes in 
fourteen weeks as an emergency measure 
to handle the harvest of rabi wheat. 
Wheat production of 16.6 million tonnes 
in 1967-68 was an all-time record, the 
annual average for the preceding five-year 
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period being only 11 million tonnes. The 
wheat production in rabi 1969 is estimated 
to be oven larger, though the final figures 
have not come in. 

rc.l.c.l. IN SOUTH 

Mr G. L. Mehta, Chainnan, ICICI, 
speaking on the occasion of the opening 
of an office at Madras recently stated that 
ICICI had provided assistance of Rs 53.5 
crores (Rs 27.5 crorcs of it m foreign 
exchange) to 140 projects in the southern 
states, and of the 84 new cnticprciieurs 
financed by ICICI, 23 were from the south. 

JAGGERY STORAGE 

One of the important achievements of 
the Central Warehousing Corporation dur¬ 
ing 1968-69 was the provision of scientific 
storage facility for a hygroscopic commo¬ 
dity like jaggery. This commodity conics 
into the market in the months of February 
to April and needs to be stored for about 
eight months. The estimated annual produc¬ 
tion is 10 million tonnes, \nliicd at Rs 600 
crorcs. About oiic-fourth of this produc¬ 
tion goes bad by absorption of moisture 
during monsoon months. The loss on 


EASTERN EO^MIST 

account of liquidisatipn is Rs 20 to 23 
per quintal. Special racks, use of poly¬ 
thene film and control of moisture in air¬ 
tight rooms have together made the Cor¬ 
poration’s venture at Muzaft'arnagar in 
UP a success. 

NAMES IN THE NEWS 

Mr S. K. Mukherjee has been appointed 
functional director of Fertiliser Corpora¬ 
tion of India Ltd, New Delhi. Mr Mukher¬ 
jee was till recently the general manager 
of the Corporation’s fertiliser plant in 
Trombay. 

Mr K. B. Kanuga, Resident Director, 
Oil India Limited, at its field headquarters 
in Duliajan, Assam, is retiring shortly. 
Mr K. C. Roy, presently Technical Mana¬ 
ger, will take over the field operations, 
and will be designated General Manager. 
Mr C. R. .lagannathan, former Chief Geo¬ 
logist and presently on special manage¬ 
ment duties at Duliajan will be succeeding 
Mr K. C. Roy as Technical Manager of 
the company. 

Mr S. Samoa, an Indian agricultural 
statistics expert, has been appointed a mem- 





ber of the FAO Statistic! Advisory Com* 
mittce on Agricultural Statistics. Mr Sarima 
is currently Economic and Statistical 
Adviser to the Government of India in 
the union Department of Agriculture, Tile 
Committee on Agricultural Statistics con¬ 
sists of twelve top-ranking agricultural sta¬ 
tisticians drawn from different parts of the 
world. These experts will advise the FAO 
on special technical and methodological as¬ 
pects of the organisation's work in the field 
of food and agriculture .statistics and review 
ad hoc statistical publications of the FAO 
for final approval. 


Mr Ernest Carroll, at present BOAC 
manager in south-east Asia, will succeed 
Mr Martin Roundell as manager in this 
country. Mr Martin, who has been the 
manager in this country since 1966, has 
gone to London to take over as adminis¬ 
trative manager, .southern region, which 
includes Africa. 


Alfred Koch has been appointed by the 
World Bank as director of its recentjy- 
formed Tourism Projects Department^ 
Dr Koch was formerly Secretary-General 
of the German Institute for Tourism Eco¬ 
nomics at Munich University. 
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SPM Bank. Bond, Azurelaid ledger, white 
and coloured papers give you the best 
value for your money. 

Manufactured by modern machines and 
•Operviaad by highly skilled technicians, 
the SPM range of papers is ideal for 
ewercisa books, letterheads, 
ledgers and for printing books Well 
equipped laboratory and quality control 
ehsure high quality of all SPM papers. 
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We'ra busy aH over India these days. From 
Amritsar to Vasco da Gama, we share India's 
great hopes for the future. And though we*ve 
been in this part of the world since 1858. we 
don't sit back and rest on past laurels. The 
important thing is knowing what is happening 
today and being cognizant of what could 
happen tomorrow. This is the way we feel 


about India. Hong Kong. Malaysia. Singapore, 
wherever we do business. And you can seo 
it too. New offices of the Chartered Bank 
Group are being opened every year. At last 
count there were 260 in 31 countries. Next 
year there will be more. And all of them offer 
the kind of thinking that solves today's prob* 
terns. With an insight on tomorrow's. 


The Chartered Bank Group 

THE CHARTERED BANK THE EASTERN BANK LTD^ 
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Company Affairs 


INDIAN IRON 

MR Biren Mookcrjcc. Chairman, the Indian 
Iron and Steel Co. Ltd, pointed out at the 
annual general meeting held recently that 
the problem of labour agitation has l^'ome 
more evident in the recent months and 
some of the dcmmds put forward by the 
labour unions were blatantly unreason¬ 
able. These demands appear to be put forth 
more for sustaining agitation and creat¬ 
ing an atmosphere of unrest, he added. 
He gave an instance of the demand for 
‘in-p!ace' overtime, which means the pay¬ 
ment of overtime to workmen during their 
norma] period of work. He added that 
workmen often refuse to carry out instruc¬ 
tions during shift hours unless they arc pro¬ 
mised in advance a certain amount of 
overtime as reward. A variant of this 
device is to refuse to vacate work places 
at the close of normal duty hours if the re¬ 
lieving workmen are absent for any reason. 
The normal practice, the chairman stated, 
is that senior men officiate during the 
absence of any workmen for which the 
officiating workmen are paid higher grade. 
In this manner the workmen earn more and 
learn higher skill. He stated that the work¬ 
men are now resisting this practice by re¬ 
sorting to illegal means. Workmen arc 
surely entitled to augment their earnings 
■ through increased productivity but such 
underhand means need to be condemned. 

Mr Biren Mookerjee has mentioned the 
earnings of typical grades in this steel plant. 
He has revealed that a male sweeper, a 
peon, a watchman, a driver and a mainte¬ 
nance worker get as much as Rs 346, Rs 
451, Rs 872 and Rs 1,462 respectively. 
These high wages have been reitched through 
an increase in labour cost by 66 per 
cent during the period 1963-64 to 1968- 
69 with no corresponding increase in pro¬ 
ductivity. During thi> period production 
of steel actually declined af iht works by 
nearly 25 per cent. These high earnings 
arc indicative of high cost of labour. Under 
such circumstances it is gross injustice on 
the part of politicians and labour leaders to 
make further demands for wage increase. 
The chairman, therefore, strongly urged 
that factional conflict and inter-union 


rivalry should be checked so that safety 
and security is assured for the management 
in this vital industry. 

The chairman pointed out |haf much 
progress has been achieved on the collieries 
development project. Small quantities of 
coal is being transported from Jitpur collie¬ 
ries to Chasnalla where after lavigation 
it is transhipped by aerial ropeway directly 
for consumption at Bumpur works. Pend¬ 
ing the commencement of mining operations 
at Chasnalla some coal purchased is simi¬ 
larly w'ushed and transferred to Bumpur. 
He indicated that from the very beginning 
the washery has achieved the desired effi¬ 
ciency. The chairman added that import 
licence for the purchase of balancing equip¬ 
ment for the plant has been received by the 
company and shortly it will place orders. 
He added that in spite of increase in pro¬ 
ject cost the company’s balancing of plant 
project is quite cheap in terms of rupees 
per ingot tonne of extra capacity, 

UNIT TRUST 

Mr R.S. Bhati, Chairman, Unit Trust of 
India, pointed out in his annual statement 
that the operations of the Trust improved 
during the year ended June 30, 1969, so 
that income touched a figure of Rs 4.83 
crorcs against Rs 3.67 crores in the preced¬ 
ing year. Consequently the Trust was able 
to declare a dividend of 7.1 per cent which 
was marginally higher than 7 per cent 
maintained in the last three years. After 
the deduction of exp^ises the income allo¬ 
cated to unit holders amounted to Rs 
4.21 crorcs out of which Rs 4.02 crores 
have actually been paid by way of dividend. 
The total amount invested in units increased 
during the year to Rs 17.16 crores from 
Rs 15.34 crorcs in the previous year. Mr 
Bhatt added that individuals continued to 
be the primary investors making an in¬ 
vestment of Rs 17.04 crorcs. The aggre¬ 
gate number of applications received by the 
Trust during the year was 58,439 out of 
which 58,365 were individual applicants. 
This was a clear evidence that a growing 
number of individuals are becoming aware 
ofthe advantages of investing in units which 


is a proof of the popuiarityof Unit 
Trust in the country. 

The total investment of the Trust as on 
June 30, 1969, amounted to Rs 65.4 crores 
out of which Rs 24 crores were in ordi¬ 
nary shares, Rs 26.9 crores in debentures, 
Rs 9.3 crorcs in preference shares and 
Rs 3.1 crores in advance deposits in res¬ 
pect of purchase of debentures and prefe¬ 
rence shares. Bonds of public corporations 
and government .securities came to nearly 
Rs 1.3 crorcs. The pattern of investment 
has, by and large, remained coastant 
during (he last five years and main 
guideline for investment continued to 
lay emphasis on well 'established and 
sound companies providing safety coupled 
with good yield. Mr Bhatt pointed out that 
during the second part of the year under 
review the security prices .shot up so that 
by the end of June 1969 the index for vari¬ 
able dividend industrial securities was 
around 99.29 as against 80.70 towards 
the end of J968. Over the year as a who|c 
the index recorded a rise of nearly 22.5 pcf 
cent as against a modest increase of 3.5 per 
cent in the year before. The market value 
of the Tru.st investment in relation to the 
book value as on June 30,1969, revealed an 
appreciation of 8.9 per cent so that the net 
value of assets towards the end of the year 
under review was Rs 67.83 crorcs. 

Mr Bhatt indicated that the Trust intro¬ 
duced a voluntary savings plan which came 
into operation from July I, 1969, in order 
to facilitate people of small means to invest 
in units. He also added that details of a 
savings-cum-insuranee plan in co-operation 
with the Lie arc being worked out and he 
hoped that a suitable plan would be initia¬ 
ted by the Trust shortly, it is also formu¬ 
lating a children’s gift plan which would 
provide the facility for the donors includ¬ 
ing parents of minor children to invest in 
units for the benefit of children. Capital 
in the form of units would be accumulated 
through reinvestment for a child till he 
reaches the age of 21, 

ESCORTS 

The board of directors of Escorts Ltd 
at its meeting recently decided to give a 
silver jubilee bonuT to its shareholders by 
issuing one equity bonus share for every 
four equity shares held, subject to the 
approval of the Industrial Finance Cor¬ 
poration, shareholders and the Controller 
of Capital Issues. The company will be 
oomptoliiig 25 years of its operation on 
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October 17, 1969. After the allotment of 
the "bonus shares, the equity capital of the 
company will increase from Rs 2.32 crorcs 
to Rs 2.90 crores, bringing the total paid- 
up capital to Rs 3.69 crorcs. - 

M.P. ELECTRICITY BOARD 

The Madhya Pradesh Electricity Board 
proposes to raise two crorc rupees by 
floating 12-year (6 per cent) 1981 Bonds at 
an issue price of Rs 99.50 for the face value 
of Rs 100. The subscription list for the 
public issue will open on October 6 and 
close on October 11, but may be closed 
earlier if the subscriptions amount to Rs 
2 crores. The Board reserves the right to 
retain subscriptions received up to 10 per 
cent in excess of the notified amount. The 
Joan is intended to finance capital expendi¬ 
ture on rural electrification and ener¬ 
gising of pumps. The bonds will be repaid 
on October 6, 1981, and interest will be 
paid half-yearly on October 6 and April 
6. The repayment of the principal and 
interest are guaranteed by the Government 
of Madhya Pradesh. The value of the net 
assets of the Board at the end of March 
J969 exceeds Rs 159 crorcs. The annual 
gross revenue of the Board for 1968-69 
amounts to Rs 21.31 crores and the esti¬ 
mated gross revenue for 1969-70 is Rs 
24-13 crores. 

REMINGTON RAND 

The Remington Rand Company has 
declared a dividend of 10 per cent 
for 1968-69, the same as for the 
previous year. It has been stated that 
75 per cent of the ordinary dividend for the 
year is to be paid out of current earning 
and 25 per cent out of the general reserve. 
The preliminary working results show that 
the pre-tax profit has declined to Rs 23.99 
lakhs against Rs 49.14 lakhs last year. 
Taxation absorbs Rs 13.00 lakhs Icitving 
a net profit of Rs 10.93 lakhs against Rs 
21.65 lakhs. Transfer from genera] re¬ 
serves amount to Rs 2.25 lakhs, 

ALKALI AND CHEMICAL CORPN 

The Alkali and Chemical Corporation 
of India Ltd, is seeking permission to amend 
its memorandum of association to permit 
it to carry on the business of manufacturers, 
sellers, and dealers in pharmaceuticals. 
The necessary resolution is proposed to be 
placed at the general body meeting of the 
shareholders to be held on September 26. 
In pursuance of the plans for diversification 
of activities, the company, which has al¬ 
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ready a letter of intent, will enter into the 
manufacturing field of pharmaceuticals 
based on indigenous raw materials develop¬ 
ed by the Imperial Chemicals Industries 
In the UK. The ICI of the UK has agreed 
to share the technical know-how with the 
Alkali and Chemical Corporation. 

MOHAN MEAKIN 

Mohiin Mcakin Breweries Ltd has shown 
a gross profit of Rs 2.37 crores for the year 
ended March 31, 1969, against Rs 2.46 
crores for the previous year. There was an 
increase in sales to Rs 15.26 crorcs from 
Rs 13.58 crores last year. The net profit is 
Rs 79.68 lakhs against Rs 73.74 lakhs after 
providing Rs 39.54 lakhs for depreciation, 
Rs 1.14 crores for taxation and Rs 3.80 
lakhs for development rebate reserve. The 
proposed dividend will absorb Rs 24.31 
lakhs. The directors have stated that the 
company has selected a suitable site for its 
brewery in Maharashtra. It has formed a 
subsidiary, Mohan Goldwatcr Breweries 
(Pvt) Ltd for setting up a brewery in Luck¬ 
now which is expected to commence pro¬ 
duction shortly. 

ESTRELA BATTERIES 

The government has issued a letter of 
intent to Bstrela Batteries Lid in connec¬ 
tion with its proposals to expand its 
capacity by 60 million cells per year 
at its present premises. The Govern¬ 
ment of Maharashtra is disinclined 
to allow expansion in the present 
premises and has advised the com¬ 
pany to set up the new unit beyond the 
industrially-developed areas. Negotiations 
in this connection arc, however, in progress. 
The company has already completed the 
installation of the first phase of the five 
million flat cells capacity and orders for 
this type of cells have already started flowing 
in. The plant is expected to achieve its 
full Citpacity by the end of this year. Addi¬ 
tions to fixed assets during (he year, mosrly 
for this project, amounted to Rs 13.77 lakhs. 

The government has, meanwhile, issued 
a letter of intent also for the manufacture 
of plastic tubular containers, and has 
approved the company’s collaboration 
agreement with a I rcnch firm. 

BAJAJ ELECTRIC ALS 

Bajaj Electricals Ltd has declared an 
interim dividend of four per cent for the 
year ending March 1970. The chairman has 
told the shareholders that the company is 
expected to show better results for the 
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current year, when profit is expected to be 
about Rs 24 lakhs, sales for the first four 
months being Rs 1.70 crores. The chair¬ 
man has observed that no reserves have 
been created for converting deferred into 
ordinary shares. The board would take 
steps to effect economy and reduce cost of 
production. 

CAPITAL AND BONUS ISSUES 

Coasciii has been accorded to six com¬ 
panies to raise capital amounting to over 
Rs 7.99 crores. Five of them are to issue 
bonus shares totalling over Rs 49.81 lakhs 
and the amount of bonus shares ranges 
between Rs 59,000 and Rs 35,24,850. The 
consents are valid for 12 months.^ The 
following arc the details : 

Saraya Sugar Mills (Private) lJd« 
Sardamagar (UP), has been accorded 
consent to capitalise Rs 8,48,000 out of its 
general reserves and issue fully-paid equity 
shares of Rs 10 each as bonus shares in the 
ratio of one for three equity shares held, 

McDowell A Company l,td, Madras, 
has been accorded consent to capitalise 
Rs 4,00,000 out of its free reserves and 
issue fully-paid equity shares of Rs 10 each 
as bonus shares in the ratio of one bonus 
share for nine equity shares held. 

Madhav Capacitors Private Ltd, Bombay, 
has been accorded consent to capitalise Rs 
59,000 out of Its general reserves and issue 
fully-paid equity shares of Rs 100 each as 
bonus shares in the ratio of one for live 
equity shares held. 

Belapur Company Ltd, Bombay, has been 
accorded consent to capitalise Rs 35,24, 
850 out of its general reserve and issue 
fully-paid equity shares of Rs 50 each as 
bonus shares in the raiio of one for four 
equity shares held. 

The East Bolliaree Kendwadiah Colliery 
Company Private Ltd, Calcutta, has been 
accorded consent to capitalise Rs 1,50,000 
out of its general reserves and i.ssue fully- 
paid equity shares of Rs 100 each as bonus 
shares in the ratio of one for two equity 
sharc.s held. 

The Calcutta Electric Supply Corpora- 
ration Ltd, Calcutta, has communicated 
to government its proposal to issue capital 
of Rs 7.5 crorcs under clause 5 of the 
Capital Issues (Exemption) Order 1969, 
comprising debenture stocks 1980 in units 
of Rs 1,000 each carrying interest at 7.75 
per cent. The proceeds of the issue arc to 
be utilized for repayment of debenture 
.stocks and loans. 



604 


EASTERN ECONtoMIST 


September 26, 1^9 


COMPANY MEETINGS 

HINDUSTAN INSEQICIDES LTD. 

Speech of the Chairman made on 22nd September 1969 at the Annual General Meeting of the 
Shareholders. 


Gentlemen. 

I have great pleasure in welcoming you to the I5lh Annual 
General Meeting of the Company. Directors’ Report for the 
financial year ended 31st March, 1969 together with audited 
balance shed and profit and loss accounts of the Company for the 
same period have been circulated to you earlier, and with your 
permission I lake them as read. 

2. During the financial year 1968-69, the output at the two 
factories of your Company of the produci technical DDT conti¬ 
nued to be above the rated capacity. Production of technical 
DDT at 2976 tonnes was 11 above the installed capacity. 
The total sales turnover of your Company for 1968-69 was Rs. 
202.67 lacs which is only Rs. 1.79 lacs below Rs. 204.46 lacs, an 
atitime record set up in 1967-68. Fn spite of the high sales turn¬ 
over, your Company was able to cam a net profit (after provision 
of taxation, depreciation and gratuity) of only Rs 9.47 lacs as 
against Rs 17.63 lacs last year. hJolwilhslanding the decrease in 
profit, your Directors have iccommended a payment of 6 percent 
dividend for 1968-69 as in the previous yciirs. 

3. The marginally lower output and increase in the cost ol 
major raw materials, cost of stores and equipment and increase in 
wages due to payment of extra dearness allowance to labour were 
responsible for the decrease in profits. The sale price of the pro¬ 
ducts of your Company which was fixed in 1964 has not been in¬ 
creased. The full impact of the increased cost of manufacture 
had thus to be absorbed with a frozen sale price, decreasing the 
profits of your Company. Your Company has submitted pro¬ 
posals to Government seeking revision of the sale price of its pri¬ 
mary products. 

4. The financial position of your Company is sound. The 
total reserves and surpluses as on 31st March, 1969 stood at 
Rs. 164.03 lacs against a total subscribed capital of Rs. 125.47 
lacs. Ifhese reserves have enabled your Company to finance fully 
a 1400 tonnes DDT plant at Delhi. A 3000 tonnes BHC plant 
at Alwayc (Kerala) which your Company is in.stalling at present 
will also be financed from internal lesources. 

5. Tlie New DDT project of your Company at Delhi has been 
completed and is on stream since June 1969. The BHC project 
at Alwaye would be put on trial runs in October, 1969. 

The installation of these two new projects would increase the 


sales turnover to over Rs. 3.25 croies per annum and the profits 
arc expected to show a signilicant increase in future years. 

6. Your Company started with the manufacture of DDT. 
[t ha.s now arrangements in hand for diversification of its products. 
As a first step towards this scheme, your Company is setting up a 
BHC plant in addition to the two existing DDT factories. Your 
Company is also studying the possibilities of manufacturing formu¬ 
lations combining urea and pesticides for direct use in agriculture. 

7. With the increasing use of higher yielding variety of seed.s, 
the use of pesticides has assumed greater importance. In order 
further to move into the agricultural sector, your Company started 
negotiations with the Fertilizer Corporation of India for marketing^ 
its pesticides along with fertilizers so that the agricultural inputs 
may be available to the farmers conveniently from the same sale 
depots. Negotiations have reached u stage of finality, and as an 
interim measure the Fertilizer Corporation has already obtained 
from your Company small quantities of formulated DDT for sale 
to agriculture. Similar arrangements are proposed to be entered 
into with Fertilizers and Chemicals Travuncore Liniited. 

8. Your Company is at present engaged in drawing up a de¬ 
tailed project report for setting up of a DDT plant to manufacture 
5000 tonnes of technical DDT per annum. Provision of funds to 
the extent of Rs 396.75 lacs for thi.s project to be set up by your 
C'onipany has been made by the Government in the draft Fourth 
Five Year Plan. With the commissioning of this project the 
country would be self-sufficient as regards the need of DDT. 

9. Your Company was fortunate in continuing to have the 
whole hearted support of the various Ministries of the Government 
of India and departments of the State Governments concerned. 

1 take this opportunity to thank them for their assistance. 

10. Before concluding may 1 place on record appreciation of 
the commendable performance of the Managing Director of your 
Company, Shri Mohd. Fazal, and all officers and employees of 
your Company which reflected in the good results achieved during 
1968-69. f would also like to take this opportunity to express 
deep appreciation of the co-operation extended by the two Unions 
at your Alwayc and Delhi factories in the work of the Company. 

Sd/- (K.P. Madhavan NAir) 
Chairman, 

Board of Directors. 

Hindustan Insecticides Limited, 
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THE SOUTH MADRAS ELECTRIC SUPPLY 
CORPORATIOH LIMITED 

Registered OfRcc s Power House, Tennur, TIruchirepelli 

The following is the text of the speech delivered by Thiru K.A.P.Visvanathani, Chairman of the 
Company, at the Twenty Ninth Annual General Meeting of the company held on 22nd 

September, 1969. 


Ladies and CJcnllcmcn : 

In welcoming you to this 2^th Annual General Meeting of the 
Company. 1 would mention that the alVairs of the Trichinopoly- 
Srirangam Electric Licence which is ycl with us, are satisfactory 
as arc also the Company’s general problems, as to labour rela¬ 
tions,, staff etc. On all these matters, the Directors' report has 
elaborated in detail and. I therefore, do not intend to touch on 
them, any further. 

The final compensation of the Mayavaram-Mannargudi- 
Tiruvarur Electric Licence was announced by the Government to 
the Company and its Accredited Representative by G.O.MS. 
1552 of 9lh September 1969 and communications — letter Mo. 
79058-P.2-6 of the 9th ScpicmlxT 1969 and Memo 7905X-P. 2 69-7 
of 10th September 1969. 

I have to say with great sorrow and resentment lliat the com- 
pensiiiion has been grossly undervalued by the Government, being 
abimt Rs. 116 lakhs only as against our claim of about Rs. 203 
lakhs. Out of .uich a grossly undervalued amount, the Govern- 
mcnl has chosen to deduct sums totalling to Rs 50 lakhs nearly, 
alleging to pertain to (a) assets not handed over to them (h) energy 
bills and taxes on energy due to Government (c) rctrenclrmcnt 
compensation due to the einplovccs who have been taken over 
by the Tamil Nadu Elect; icity Board and (d) excess of prolils 
distiibutcd to shareholders over and above Ihc earning capacity 
of the MayavaranvMannargudi-Tinivarur Tlectric l.iccnce. 

After accounting for the fust payment of Rs. 56 lakhs and 
these deductions of Rs 50 lakhs they have now deposited about 
Rs 10 lakhs with the Special Otticer (District Magistrate, Judicial, 
Tiruchirapalli), who is to pay the amoimt, to the Company, 
after settling any claims that he may receive in the period of 4 
months allowed to him for enquiry! 

Thus you will see, that the Government has given, for 
taking over the Mayavaram-Mannargudi-Tiruvarur Electric Li¬ 
cence a sum of Rs 66 lakhs only, as against the C ompany's ex¬ 
pectations of Rs 203 lakhs! 

Tt is indeed hard for me or your Directors to comment on this 
patently gross injustice which the Government chosen to in¬ 
flict on your Company. 

You will remember that when the Board of Directors sought your 
approval, in March 1968 at an Extra-ordinary General Meeting 
to hand over the Mayavaram-Mannargudi-Tiruvarur Electric 
Licence to Government, against the notice of acquisition that 
was received by the Company then, I recounted to you the ver> 
cordial discussions I and the Managing Agents had with the late 
Sri C,Nr« Aniuidurai, who was the then Chief Minister of Madras. 


This ('ontpany, recognising the Government's programme to 
intensify the agricultural ctlbrts of the Tanjore District, offered to 
cooperate with the Government, by handing over the Mayaviiram- 
Mannargudi-Tiruvanir Electric IJccncc. inspitc of the fact that 
the two other licensees in the same District, on whom also similar 
notices were given, chose to stay the action, successfully by legal 
proceedings. Our action was appreciated by the then Chief Minis¬ 
ter and later by the others in power and tiic personal assurance 
given to me and the Managing .^gents by all the Ministers was that 
the compensation would be fair, that there would be no delaying 
tactics, that there would be free discussions between the licensee 
and the Government Olflcials and that every endeavour wTiuld be 
made by the Government to settle the compensation fairly and 
without litigation 

Unfortunately, the resultant action has totally belied all lhe.se 
piomiscs on (he part of the Government and our expectations. 

Right from the date of the determination of the preliminary 
compensation of Rs 99 lakhs and large deductions therefrom, 
resulting in a payment of only Rs 56 lakhs to us, there has been a 
constant attempt by the Government's officials to avoid purposeful 
discussions with us, in spile of several unsuccessful attempts made 
by our officers and the sivccialisi consultants we secured for Ihc 
purpo.sc. 

I must also say that I personally caused in the interim |sciiod, 
(wo meetings to be convened with the concerned Mini.sters— 
Thiru V.R. Ncdunchezhian and 'I hiru O.P. Raman to focus their 
attention, on the need for fair and urgent decisions, but I must 
confess that m> efforts have been totally futile. 

The final compensation award and (he related d(>cumcnls 
furnished to the Company, indicate total disregard to provisions 
of law . as contained m the Madras rieclriciiy Supply Undertakings 
(Acquisition) Act, 1954 under which (he Mayavaram-Mannar- 
gudi-Tiruvariir Electric Licence has been acquired under Basis 
“A" or the provisions of the ricctricily Supply Act or the Indian 
rieclriciiy Act or Common Law. Even the workings given to the 
Company show glaring errors in arithinci ic show ing uiuUic haste, 
resulting in calculations done at the last moment, just because the 
concerned officers had no time to go into a matter of this magnitude 
and importance botit to them and to this Company -over the 
twelve months lime that was given to them They appear to 
have treated the maitcr in the most cavalier fashion. It almost 
makes me and your directors suspect that this gross undcr-esti- 
niuie and the unwarranted deductions have all been done sc’ that 
the Government may stall for lime to pay the balance money in 
ilriblcts from time to time, as the dispute proceeds, as afur «// 
the Act provides only for a nominal rate of interest of 3 % on such 
amounts as the Courts may find as due to us from time to lime 4iiid 
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ihere are absoluiely no penalties attached to the Government for 
Mich patent injustice inflicted on us. 

1 have put all these flicts before you so that you can appreciate 
ihe tasks before the Company, to collect from the Government, 
what is legitimately due to us. 

Wo have sought expert legal advice and shall initiate legal 
action or arbitration proceedings as wc may be advised to have the 
compensation reworked on a proper basis and to quash the dodiic- 
lions made therefrom. These proceedings will he instituted 
immediately. 

I would like to emphasise once again that the Board of 
Directors will fight this issue to the last as we arc all convinced 
that the Government has given us a very unfair deal. The share¬ 
holders may be rest assured that there w ill be no relaxation on our 
part in this attitude. 

In the meanwhile, w ith the 66 lakhs of rupees on hand with us, 
the Board will fulfil its undertaking given by us to the shareholders 
of refunding in full the Preference share capital and 25“., of the 
equity share capital. 

Immediate steps, which will comprise seeking High ( ourfs 
sanction for capital reductions and holding of class meetings of 
shareholders will be initiated and I hope we will be able to elTcct 
these refunds in about seven months, which would perhaps be 
the lime needed for observing all these procedural formalities. 

With the utilisation of the C\^mpcnsiUion amount in the above 
said manner, we will need money for the development of the 
Trichinopoly-Srirangam hlectric Licence, (as also for iximhutse- 
ment of the compensation moneys temporarily used up for this 
purpose). It is proposed to raise an adequate medium term loan 
for this purpose and also continue to avail of shor t term finance in 
the form of pronotc loans from the public. 

Passing on to other problems, I would like to refer to the end 
of the present term of the Managing Agency of Scshasaycc Bro¬ 
thers (Private) Ltd., from 3.4.1<J7() onwards. I am sure you will 
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all share with me the regret I am feeling at the separation from us 
of this institution. I personally feel that the meritorious services 
of the collective team of experienced businessmen and tcelinolo- 
gists, undertaking responsibilities of management jointly -- as the 
Seshusayees have been doing are unparalled. The processes 
of law cannot be halted and we have to accept the Government’s 
decision. While wishing “Good bye” to the House of Seshasayees 
from our midst I am glad to say, that subject to your approval 
and the concurrence of the Government, the tw^o Ex-officio Direc¬ 
tors who arc now managing the Company on behalf of Scshasayce 
Brothers (Private) Ltd., have agreed to serve as Managing Direc¬ 
tors. In a very short while the Board will come up with S|>ccific 
proposiils relating to this agreement. 

The Board also hopes and wishes that Sesha.saycc Brothers 
(Private) Ltd., will continue to serve the public by engaging itsoJf 
in useful lines of technical and legal consultancy work, subsidiary 
manufacturing and similar activities, so that a house founded 50 
yctirs back and which has l-Hien responsible in a large measure for 
the industrial growth of South fndia, will not fade out from our 
midst. 

I would like to take this opportunity to thank all our staff 
for their endeavours in implementing the changes in systems of bill¬ 
ing and revenue collections, as well as in rationalising of the woj^k* 
ingof the various departments. In this process there has been sontfe 
disruption of work, w hich evoked consumer complaints, but 1 am 
glad to say that all problems have now come under control, 
thereby assuring better and quicker service to the public. 

1 am grateful to our bankers, who have cooperated with us at 
every stage, in assisting us in our financial problems and even 
coming to our help in bill collections. With our programmes for 
the Trichinopoly-Srirangam Electric Licence for the next few' 
years wc will have to indent on their help more and more and I 
am sure their response will be both .sympathetic and generous. 

NOTE : This does not purport to be the proceedings of the 
Annual General Meeting of the Company. 
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Speech delivered by the Chairman, Shri. N. Chandrabhann, I. A. S., at the Sevenieentb Annnal 

V 

General Meeting held at the Registered Office of the Company at Eloor, Udyogamandal P.O., on 

Monday, the 15tb September, 1969 


Gcntlemea, 

It gives me great pleasure to welcome you all to the Seventeenth 
Annual General Meeting of your Company. The Annual Report 
for the year ended March 31, 1969 and the audited accounts for 
the same period having been circulated to you in advance, I shall, 
with your permission, take them as read. 

Working Results of the Company 

In my last year's statement, I had given a very optimistic note 
regarding the expected results of the year 1968-69, I am happy 
to say that the results of the year under review had justified my 
optimism. 

As you would have seen from the audited accounts, the net 
profit for the year ended 31st March, 1969 before providing for 
depreciation stands at Rs 73,21,851. When it is realised that ihc 
corrcspondTng figure of last year stood at Rs. 12,19,383, the 
improvement in the working results of the year under review over 
the previous year would require no mention. 

During the year under review, the process of consolidating the 
fruits of our Third Stage Expansion continued. You may recall 
that during the previous year, viz. 1967-68, your Company had 
increased its capacity to produce Caustic Soda from 40 M.T. 
to 100 M.T. per day. I am glad to say that your Company was 
able to derive greater use from these expanded capacities during 
1968-69 than during the previous year. Another important land¬ 
mark in the strengthening of the production potential of the 
Company has been the installation of new Hydrosulphitc plant in 
October, 1968 which raised the production capacity from 3 M.T. 
to 10 M.T. per day. As a result of these measures and as a 
result of the all-round improvement in its working, your Company 
registered impressive gains in the matter of production and 
sales. 

In the production front, there has been an appreciable all¬ 
round increase during the year under review from the levels of 
the previous year; Caustic Soda recorded a growth of about 41 
Sodium Hydrosulphite a growth of 101 %, and Sodium Sulphide a 
growth of 181 %. 

In the matter of sales turnover, your Company has been able 
fto achic^'al)o.ut a 100 % growth over the previous year;^ i.e., to 
' ttnew fa^gh of Rs. 301.08 Lakhs as against Rs, 153.02 Lakhs 


of the previous year. During the year, the demand for Caustic 
Soda showed a gradual revival. This factor combined with 
stepped up selling efforts on the part of the Company has im¬ 
proved the sale of Caustic Soda considerably. Though the 
Company has not yet been able to avail itself of the full benefits 
of the enhanced selling prices fixed by the Alkali Manufacturers 
Association of India in June 1968, the price realisation on Caustic 
Soda is gradually improving. One factor which has got a bear¬ 
ing on the price realisation on Caustic Soda vis-a-vis the cost of 
production, as you arc aware, is the utilisation of chlorine. Since 
some of the major consumers of chlorine from your Company 
could not, due to problems of their own, take from us the commit¬ 
ted quantities of chlorine, the chlorine utilisation during the year 
under review could not be raised to the desired level. The question 
of realising a fair price for our Hydrochloric Acid Gas is still 
under negotiation with the concerned Company and it is expected 
that this question will be amicably settled very shortly in your 
Company’s favour. With this, it is expected that the realisation 
on chlorine will be at u fair level for your Company. 

During the year under review, a more favourable condition 
arose with regard to the marketing of the Company’s products. 
Sodium Hydrosulphite and Sodium Sulphide. This has helped the 
Company in disposing of all the production at a reasonable selling 
price. 

Your Company’s production and sales would have been better 
but for some of the problems it had to face during the year in r^rd 
to production. In my last year’s statement, I had mentioned about 
the handicap in achieving the full rated capacity of the Caustic 
Soda Plant. 1 have pleasure to reiterate here that with the success¬ 
ful establishment of the new Caustic Fusion Plant, it would not be 
difficult for the Company to produce Caustic Soda at the full 
rated capacity of 100 M.T. per day. As regards Sodium Hydro¬ 
sulphite, it is regretted that the Company is facing very serious 
difficulties in obtaining one of the important raw materials, viz., 
Sulphur-di-Oxide. It is estimated that your Company had, dur¬ 
ing the year under review, lost production of about 500 M.T. of 
Sodium Hydrosulphite due to the .short supply position of Sulphur- 
di-Oxide with a consequent loss in turnover to the tune of about 
Rs. 50 Lakhs and loss in commensurate profits. Wc are dependent 
upon our neighbouring factory, for the supply of this vital raw 
material and I hope that with their co-oporation and assistance 
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we will be able to stabilise our production of Sodium Hydro¬ 
sulphite at a more satisfactory level. 

While on the subject of ‘Production’, I would consider it my 
duty to bring to your notice another aspect which has got a vital 
bearing on the Caustic Soda industry. From the second quarter 
of the financial year under review, the Kerala State"Electricity 
Board has proposed a levy of 33^% surcharge on the electricity 
bills. As you arc aware, electricity is one of the most costly 
constituents in the raw materials for Rayon Grade Caustic Soda 
where electrolytic method is used for production. The com¬ 
paratively low electricity charge in Kerala had so far helped your 
Company in maintaining its competitive capacity with other 
manufacturers of Caustic Soda in South India. With the recent 
levy, this benefit has been taken away. It may be remembered 
that with the completion of the third stage expansion, a major 
portion of the plant relates to “substantial expansion” and hence 
your Company’s plant can reasonably be considered as a New 
Industrial Undertaking. Your Company has therefore approached 
the Government of Kerala for exemption from this levy and it is 
expected that our representation will bring in favourable response 
from the Government. 

Expansion 

The third stage expansion is almost complete with the exc'Cption 
of the installation of the caustic fusion and salt recovery plants. 
Most of the imported machinery and equipments relating to these 
plants are already received at site. The civil construction is in 
full swing and it is expected that in a few months’ time, the erection 
work will start. 

I have already mentioned to you in my last year’s statement 
about the proposed fourth stage expansion. The Industrial Li¬ 
cences relating to these substantial expansions arc not yet in our 
hands» but they are being vigorously followed up. 

During the year, the relations with the labour have been quite 
satisfactory and cordial. You will be pleased to note that your 
Company had finalised an agreement with the trade unions on a 
“Production incentive bonus scheme". I am sure that the imple¬ 
mentation of this scheme would increase the productivity and at 
the same time pave way for better and stronger relationship 
between the management and the labour. 

I would further like to record our sincere appreciation of the 
good work done by the Company’s managerial group and the 
workmen. 



MORE EXPENSIVE 
LESS DURABLE 
AHO 

GOSTLV.TO.MAINTAIH 
nOORGOVERINOS P 

No, if you have 

LMOLEUN, 

••th# Miwtr C0 your floorOovertoo probtomi I 


i would also like to express my gratefulness to my collegues 
in the Board for the co-opcration I have received from them. 

Note : This does not purport to be the proceedings of the 
Annual General Meeting of the Company. 


LINOLEUM 


For better Livinoi 

meiA kMfewtvMi lto. pmini tmtf iam, 




EASTERN 


THE eWAUOR HAYOH SUE HF6. (WTG.) CO., LTD. 

(Pulp Division) 


Birlakootam—Mavoor—Kozhikode 


saves 


enormous foreign exchange for National Development 


manufacturing Rayon-grade Dissolving Pulp out of 
bamboo eucalyptus and wood 


Gram : 'WOODPUU*’, Calicut. 


Phone ! 3971-74 


Mg. Agents : Birla (Gwalior) Pte. Ltd. Calcutta 



eOSb 


EASStERN EOOi^biMiCT 



a popular stylist 


his styles are the dream; 

he lends the town a'hooting; 
his models are the cream; 

. ^ GWALIOR SUITING 

5 

I OWAUOB suiTiNcmaw Aae min who have am bye or oaioiNAUTy 



AVAILABILE IN DELHI AT: 

Mill.* n*iaii Drnnt A-25 Conmndit Place} Syko, 11-E, Coananglit Place; Wiaglratlm^* 

“ cS^k; RlukLal Emperl-. 113-E. Kamla Na«ar aad H-r 

DISTRIBUTORS : Hariram iUh^l-^R. 

»,« t^r.: 

Katra Nayafc Chandni Chowk, Dettii. . ^ ^ ^ « -rn I 'l r. • ^** 1 * NmI 

agents ; Oanigablshao Bhasin, Krishaft G4B, Ealra S^ K* TCkdiua,) 

Chaodni Chowk, Delhi 






EASTERN < 

RECORDS and STATISTICS 

STATE FINANCES : A STATISTICAL ROUNDUP 

A 

THE economic and financial position of states has been discussed at length by the Fifth Finance Commission. In the 
light of this information Mr K. Santhanam has made a critical study of the state of state finances which is published as a 
special article elsewhere in this issue. The various tables in the fifth Finance Commission’s final report, which have been 
referred to in that article, are reproduced below for readers’ convenience and ready reference. 


TARGET OF ADDITIONAL RESOURCE MOBILISA¬ 
TION* 

(Table 10 on page 139 of the Report) 

(Rs crores) 


Slate Amount 


Andhra Pradesh 

100.0 

Assam 

*« 

Bihar 

100.0 

Gujarat 

116.7 

Haryana 

30.0 

Jammu and Kashmir 

9.0 

Kerala 

60.0 

Madhya Pradesh 

100.0 

Maharashtra 

50.0 

Mysore 

50.0 

Nagaland 

•• 

Orissa 

35.0 

Punjab 

78.0 

Rajasthan 

40.0 

Tamil Nadu 

85.0 

Uttar Pradesh 

175.0 

West Bengal 

80.0 

Total 

1108.7 


**£stiinate not yet furnished by the state. 
^Agreed to by states for the fourth Plan. 


TAX REVENUES AND NON-TAX REVENUES OF 
STATES IN 1967>68 

(Table 11 on page 140 of the Report) 


State 

Non-tax 

Tax Non-tax Total revenue 

revenue* revenue** revenue as per¬ 

centage 
of total 

(Rs crores) (Rs crorcs) (Rs crores) (Per- 

tage) 

Andhra Pradesh 

79.48 

43.31 

122.79 

35.27 

Assam 

26.31 

8.59 

34.90 

24.61 

Bihar 

64.29 

28.67 

92.96 

30.84 

Gujarat 

71.90 

31.94 

103.84 

30.76 

Haryana 

26.34 

22.02 

48.36 

45.53 

Jammu ft Kashmir 7.58 

12.85 

20.43 

62.90 

Kerala 

53.79 

23.69 

77.48 

30.58 

Madhya Pradesh 

63.54 

43.65 

107.19 

40.72 

Maharashtra 

168.28 

63.45 

231.73 

27.38 

Mysore 

63.10 

50.68 

113.78 

44.54 

Nagaland 

0.23 

0.76 

0.99 

76.77 

Orissa 

24.25 

27.25 

51.50 

52.91 

Punjab 

50.20 

33.68 

83.88 

40.15 

Rajasthan 

46.60 

27,59 

74.19 

37.19 

Tamil Nadu 

109.54 

61.49 

171.03 

35.95 

Uttar Pradesh 

123.09 

112.74 

235.83 

47.81 

West Bengal 

108.11 

31.86 

139.97 

22.76 

Total 

1086.63 (b) 

624.22 

1710.85 

36.49 


•Excludes transfer of taxes from the centre. 

••Excludes all grants from the centre. 

(b) .Includes receipts from royalty on mineral oil (Assam & 
Oidarat) and road tolls (J ft K). 
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GROWTH AND PATTERN OF STATES’ REVENUE EXPENDITURE 
(Table 29 on pages 167 to 172 of the] Report) 


(Rs. crores) 




Non-developmcntal 




Developmental 



Statc/Year 

Tax 

collection 

charges 

Debt 

services 

General 

adminis¬ 

tration 

Police 

Others 

Education 

Medical 

Public 

health 

Agricul¬ 
ture & 
animal 
husbandry 

Others 

Total 

revenue 

expendi¬ 

ture 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

Andhra Pradesh 

1961-62 6.76 

0.86 

7.34 

6.32 

1.75 

21.23 

5.71 

1.62 

3.29 

» 

35.76 

90.64 


(7.46) 

(0.95) 

(8.10) 

(6.97) 

(1.93) 

(23.42) 

(6.30) 

(1.79) 

(3.63) 

(39.45) 

(100.00) 

1965-66 

3.50 

17.50 

10.06 

8.15 

4.22 

27.58 

8.99 

3.51 

10.41 

65.65 

159.57 

1966-67 

3.95 

30.36 

11.43 

9.17 

5.08 

32.88 

10.06 

4.43 

11.89 

65.43 

184.68 

1967-68 

4.23 

27.43 

11.66 

9.91 

5.23 

37.61 

11.37 

5.47 

11.58 

65.32 

189.81 

1968-69 

4.94 

32.41 

13.83 

10.77 

5.86 

44.70 

12.99 

5.96 

11.76 

96.45 

239.67 

(RE) 

(2.06) 

(13.52) 

(5.77) 

(4.50) 

(2.45) 

(18.65) 

(5.42) 

(2.49) 

(4.90) 

(40.24) 

(100.00)^ 

Assam 

1961-62 

2.28 

2.16 

1.60 

4.30 

0.55 

7.80 

1.76 

1.33 

2.07 

18.60 

42.45 


(5.37) 

(13.52) 

(3.77) 

(10.13) 

(1.29) 

(18.37) 

(4.15) 

(3.13) 

(4.88) 

(43.82^ 

(100.00) 

I96S-66 

1.90 

8.03 

1.75 

8.86 

1.02 

15.09 

2.97 

2.82 

5.51 

32.51 

80.46 

1966-67 

1.90 

9.84 

2.00 

10.70 

1.12 

16.30 

2.95 

2.28 

6.32 

38.17 

91.58 

1967-68 

2.25 

11.32 

2.13 

11.15 

1.32 

17.77 

3.43 

2.39 

6.28 

37.00 

95.04 

1968-69 

2.61 

12.37 

2.41 

10.04 

1.44 

21.17 

4.25 

2.52 

6.77 

35.79 

99.37 

(RE) 

(2.63) 

(12.45) 

(2.43) 

(10.10) 

(1.45) 

(21.30) 

(4.28) 

(2.43) 

(6.81) 

(36.02) 

(100.00) 

Bihar 

1961-62 

6.71 

6.63 

4.06 

6.06 

2.54 

15.07 

3.59 

4.03 

5.84 

26.50 

81.30 


(8.28) 

(8.18) 

(5.01) 

(7.48) 

(3.14) 

(18.60) 

(4.43) 

(4.97) 

(7.21) 

(32.70) 

(100.00) 

1965-66 

6.62 

26.19 

4.18 

8.94 

3.83 

19.20 

5.34 

3.49 

9.26 

38.16 

123.21 

1966-67 

6.33 

21.67 

4.27 

9.54 

4.88 

22.06 

6.08 

3.88 

19.19 

49.60 

147.50 

1967-68 

6.52 

25.05 

5.74 

10.90 

5.08 

26.55 

7.66 

1.20 

15.98 

65.82 

170.50 

1968-69 

7.10 

34.76 

5.78 

12.26 

5.96 

31.94 

9.48 

4.47 

14.78 

44.71 

171.24 

(RE) 

(4.15) 

(20.30) 

(3.37) 

(7.16) 

(3.48) 

(18.65) 

(5.54) 

(2.61) 

(8.63) 

(26.11) 

(100.00) 

Gujarat 

1961-62 

4.61 

7.14 

4.14 

4.95 

1.20 

12.96 

2.37 

1.80 

3.31 

21.89 

64.37 


(7.16) 

(11.09) 

(6.43) 

(7.69) 

(1.87) 

(20.13) 

(3.68) 

(2.80) 

(5.14) 

(34.01) 

(100.00) 

1965-66 

5.66 

18.24 

3.35 

7.76 

2.53 

19.21 

4.52 

3.92 

5.62 

42.70 

113.51 

1966-67 

6.14 

18.97 

3.27 

8.76 

2.98 

21.18 

5.03 

6.38 

6.68 

50.37 

129.76 

1967-68 

6.89 

21.46 

3.64 

10.47 

3.13 

26.41 

6.05 

5.70 

7.05 

55.94 

146.74 

1968-69 

8.87 

23.93 

4.08 

10.80 

3.26 

30.24 

6.80 

6.30 

7.39 

38.37 

160.04 

(RE) 

(5.54) 

(14.95) 

(2.55) 

(6.75) 

(2.04) 

(18.89) 

(4.25) 

(3.94) 

(4.62) 

(36.47) 

(100.00) 

Haryana £ 

1966-67 

0.38 

3.55 

0.57 

1.11 

0.30 

3.21 

0.78 

0.38 

1.07 

7.73 

19.08 

1967-68 

1.25 

13.28 

1.74 

3.15 

1.04 

10.66 

1.66 

1.61 

3.02 

17.91 

55.32 

1968-69 

1.47 

15.99 

2.13 

3.20 

1.26 

14.47 

2.06 

1.98 

4.35 

24.18 

71.09 

(RE) 

(2.07) 

(22.49) 

(3.00) 

(4.50) 

(1.77) 

(20.35) 

(2.90) 

(2.79) 

(6.12) 

(34.01) 

(100.00) 


£I1ie reorganised states of Puidab and Haryana came into existenoe on November 1,1966. Up to diat the hgurea for Haryana are in¬ 
cluded under Punjab. 
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As an officer of the Allahabad 
Bank, I invite you to bank with 
us. We offer you all banking facIH- 
tioss-SavIngs Bank, Recurring 


fwme 
bank 
with me 


Deposits, Fixed Deposits, 
Foreign Exchange and Safe 
Deposit Lockers—Plus courtesy, 
efficiency and personalised service.;’ 
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Head Office: 

T^lndia Exchange Place, Calcutte*1 
K. M. Nanieppa, Custodlaisj 
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Jainmu& Kashmir 


1961-62 

1.32 

0.03 


(6.93> 

(0.16) 

1965-66 

0.75 

0.60 

1966-67 

0.90 

0.60 

1967-68 

1.06 

0.72 

1968-69 

1.19 

0.99 

(RE) 

(2.10) 

(1.74) 

Kerala 

]96)-62 

3.00 

3.93 


(5.06) 

(6.62) 

1965-66 

2.75 

8.30 

1966-67 

3.37 

10.67 

1967-68 

4.09 

14.60 

1968-69 

4.60 

15.68 

(RE) 

(3.37) 

(11.48) 

Madhya Pradesh 

1961-62 

7.65 

5.00 


(9.50) 

(6.21) 

1965-66 

4.66 

15.22 

1966-67 

. 5.13 

21.77 

1967-68 

5.92 

25.34 

1968-69 

6.45 

28.42 

(RE) 

(3.63) 

(16.00) 

Maharashtra 

1961-62 

12.94 

13.66 


(10.25) 

(10.82) 

l%5-66 

17.82 

26.61 

1966-67 

23.56 

50.52 

1967-68 

24.87 

48.65 

1968-69 

28.64 

62.47 

(RE) 

(8.02) 

(17.48) 

Mysore 

1961-62 

8.08 

8.57 


(8.44) 

(8.96) 

1965-66 

3.24 

15.64 

1966-67 

3.62 

29.01 

1967-68 

3.81 

25.72 

1968-69 

5.26 

36.05 

(RE) 

(2.44) 

(16.74) 


Nagaland 


1965-66 

0.0) 

— 

(966-67 

0.02 

0.37 

1967^ 

0.03 

0.29 

1968-69 

0.07 

0.50 

(RE) 

(0.35) 

(2.48) 


0.63 

(3.3l> 

0.82 

0.97 

1.20 

1.35 

(2.38) 


1.78 
( 3 . 00 ) 
2.00 
2.26 
2.80 
3.18 
(2..33) 


4.29 

(5.33) 

4.68 

4.75 

5.85 

5.86 
(3,30) 


7.87 

(6.23) 

10.21 

10.42 

12.05 

13.62 

(3.81) 


3.20 

(3.34) 

3.32 

3.56 

4.04 

4.41 

(2.05) 


1.17 

1,36 

1.44 

1.81 

(9.00) 


2.04 

(10.71) 

3.88 

4.58 

4.14 

3.90 

( 6 . 86 ) 


2.61 

(4.40) 

4.04 

4.75 

5.35 

5.70 

(4.17) 


7.66 

(9.52) 

9.54 

11.24 

13.00 

13.52 

(7.61) 


11.20 

(8.87) 

19.16 

19.53 

22.42 

22.58 

(6.32) 


3.92 

(4.10) 

6.58 

6.32 

6.91 

7.37 

(3.42) 


3.53 

3.60 

3.94 

4.58 

(22.76) 


0.20 

(1.05) 

0.91 

1.07 

1.18 

1.52 

( 2 . 68 ) 


1.34 

(2.26) 

2.15 

2.24 

6.18 

6.11 

(4.47) 


1.74 

(2.16) 

2.63 

3.12 

3.70 

3.67 

(2.07) 


3.16 
(2.50) 
6.19 
9.47 
10..19 
11.64 
(3.26) 


I 33 
(1.39) 
3.49 
4.02 
4.39 
4.75 
( 2 . 21 ) 


0.40 

0.27 

0.58 

0.77 

(3.83) 


2.32 

(12,19) 

4.18 

5.28 

6.61 

7.36 

(12.95) 


18.55 
(31,26) 

28.37 

34.70 

41.43 

47.55 
(34.82) 


18.20 

(22.61) 

29.96 

31.14 

39.68 

43.56 

(24.53) 


24.49 

(19.39) 

40.61 

42.41 

56.88 

71.57 

(20.03) 


14.40 

(15.05) 

24.60 

28.38 

31.53 

37.89 

(17.59) 


1.16 

1.52 

1.88 

2.36 

(11.73) 


0.87 

(4.57) 

1.53 

1.91 

2.34 

2.72 

(4.79) 


3.22 
(5.43) 

5.71 

6.67 

8.22 

9.38 

(6.87) 


3.84 

(4.77) 

5.12 

5.40 

6.10 

6.63 

(3.73) 


6.46 

(5.12) 

11.42 
12.29 
14.02 

16.42 
(4.60) 


3.14 

(3.28) 

4.12 

4.86 

5.78 

6.40 

(2.97) 


0.36 

0.51 

0.65 

1.08 

(5.37) 
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0.31 0.71 

(1.631 (3.731 

0.48 1.12 

1.01 1.52 

1.21 2.33 

1.12 3.53 

(1.97) (6.211 


2.14 2.46 
(3.60) (4.141 
2.81 5.03 
3.30 6.54 
4.38 8.61 
4.80 6.90 
(3.52) (5.05) 


5.66 3.65 
(7.03) (4.54) 
5.77 7.76 
5.07 7.31 
7.72 9.57 
9.71 10.11 
(5.47) (5.69) 


3.43 6.23 

(2.72) (4.93) 

4.32 23.84 

7.51 25.26 

9.87 22.75 

13.63 24.32 

(3.81) (6.81) 


2.02 4.04 

( 2 . 11 ) ( 4 . 22 ) 

3.01 8.20 

3.72 7.63 

4.47 9.95 

5.56 14.05 

(2.63) (6.52) 


0.21 0.67 

0.27 0.75 

0.18 0,80 

0.26 1.09 

(1.29) (5.42) 


10.61 19.04 
(55.72) (100.00) 
18.20 32.47 
24.01 41.86 
22.64 43.43 
33.14 56.82 
(58.32) (100.00) 


20.31 59.34 

(34.23) (I00.()p) 

20.76 81.83 

24.04 98.54 

28.21 123.87 

32.66 136.56 

(23.92) (100.00) 


22.80 80.49 

(28.33) (100.00) 
40.34 125.68 

59.68 155.61 

60.04 176.93 

49.68 177.61 

(27.97) (100.00) 


36.83 126.27 
(29,17) (100.00) 
80.94 241.12 
82.87 283.84 
89.28 311.18 
92.40 357.29 
25.86 (100.00) 


46.99 95.69 

(49.1)) (100.00) 

54.17 125.47 

60.32 151.44 

60,92 157.52 

93.53 215.37 

(43.43) (100.00) 


2.17 9.68 

4.42 13.09 

4.97 14 76 

7.60 20.12 

(37.77) (100.00) 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

Orissa 

1961-62 

3.11 

11.03 

3.09 

2.33 

0.69 

6.73 

1.68 

1.02 

2.92 

28.75 

61.35 


(5 07) 

(17.98) 

(5.04) 

(3.80) 

(1.12) 

(10.97) 

(2.74) 

(1.66) 

(4.76) 

(46.86) 

(100.00) 

19<>5-66 

4.11 

16.74 

3.09 

5.46 

1.41 

10.52 

2.96 

3.97 

5.79 

37.26 

91.31 

1966-67 

4.31 

20.33 

3.02 

5.64 

1.63 

12.62 

3.41 

3.16 

7.93 

42.47 

104.42 

1967-68 

4.50 

23.06 

3.82 

6.39 

1.86 

15.98 

3.96 

3.67 

7.53 

42.43 

113.20 

1968-69 

5.05 

25.97 

4.21 

6.06 

2.04 

19.54 

4.33 

3.94 

9.52 

53.10 

133.76 

{RE) 

(3.77) 

(19.41) 

(.1.15) 

(4.53) 

(1.52) 

(14.61) 

(3.24) 

(2.95) 

(7.12) 

(39.70) 

(100.00) 

Punjab* 

1961-62 

4.86 

3.64 

3 34 

5.28 

1.44 

12.68 

2.92 

1.53 

2.54 

29.10 

67.33 


(7.22) 

(5.41) 

(4.96) 

(7.84) 

(2.14) 

(18.83) 

(4.34) 

(2.27) 

(3.77) 

(43.22) 

(100.00) 

l%5-66 

3.05 

19.39 

4.74 

11.84 

2.62 

21.42 

5.06 

3.25 

7.17 

4^.35 

124.89 

1966-67 

2.60 

18.79 

3.91 

8.85 

2.23 

20.66 

4.30 

2.39 

7.II 

40.63 

111.47 

1967-68 

2.13 

16.64 

2.92 

6.45 

2.12 

21.12 

3.55 

2,44 

6.01 

32.28 

95.66 

1968-69 

6.06 

17.33 

3.82 

7.27 

2.53 

25.80 

4.57 

2.93 

7.09 

37.80 

115.20 

(Rr> 

(5.26) 

(15.04) 

(3.32) 

(6.31) 

(2.20) 

(22.40) 

(3.97) 

(2.54) 

(6.15) 

(.32.81) 

(100.00) 

Kajastha n 

1961-62 

3.68 

5.64 

2.87 

5.07 

0.91 

11.58 

3.53 

2.25 

2.39 

14.08 

52.00 


(7.08) 

(10.84) 

(5.52) 

(9.75) 

(1.75) 

(22.27) 

(6.79) 

(4.33) 

(4.59) 

(27.08) 

(100.00) 

1965-66 

4.03 

21.81 

2.95 

8.31 

2.04 

19.00 

5.30 

3.98 

5.79 

27.18 

100.39''* 

1966-67 

4.55 

19.55 

3.30 

7.72 

2.45 

21.43 

6.04 

4.55 

6.09 

40.69 

116.37 

1967-68 

5 30 

23.38 

2.84 

9.00 

2.71 

27.07 

7.33 

10.28 

6.91 

40.48 

136.30 

1968-69 

6.42 

30.41 

4.20 

9.46 

2.82 

31.77 

8.50 

6.92 

7.54 

54.79 

162.83 

(RE) 

(3.94) 

(18.68) 

(2.58) 

(5.81) 

(1.73) 

(19.51) 

(5.22) 

(4.25) 

(4.63) 

(33.65) 

(100.00) 

Tamil Nadu 

1961-62 

3.59 

5.86 

7.21 

6.60 

2.96 

23.46 

6.50 

2.18 

5.56 

37.77 

101.79 


(3.53) 

(5.76) 

(7.08) 

(6.48) 

(2.91) 

(23.05) 

(6.38) 

(2.14) 

(5.56) 

(37.11) 

(100.00) 

1965-66 

3.55 

17.38 

9.60 

9.46 

5.15 

37.85 

10.33 

3.62 

13.99 

69.73 

180.66 

1966-67 

3.94 

26.75 

10.12 

10.50 

5.86 

43.86 

11.73 

5.02 

15.18 

68.47 

201.43 

1967-68 

4.25 

30.56 

10.39 

11.38 

5.85 

53.56 

12.70 

5.19 

16.95 

82.50 

233.33 

1968-69 

4.97 

35.00 

11.16 

12.98 

16.39 

58.95 

14.76 

5.67 

16.62 

87.11 

263.61 

(RH) 

(1.89) 

(13.28) 

(4.23) 

(4.92) 

(6.22) 

(22.36) 

(5.60) 

(2.15) 

(6.30) 

(33.05) 

(100.00) 

Uttar Pradesh 

1961-62 

11.64 

16.18 

9.62 

11.47 

3.47 

23.79 

5.36 

3.41 

6.42 

59.95 

151.11 


(7.57) 

(10.70) 

(6.37) 

(7.59) 

(2.30) 

(15.74) 

(3.55) 

(2.26) 

(4.25) 

(39.67) 

(100.00) 

1965-66 

12.71 

34.83 

14.92 

16.15 

6.47 

44.74 

8.58 

7.04 

12.15 

102.09 

259.68 

1966-67 

14.21 

47.83 

14.22 

16.98 

7.15 

46.65 

9.38 

8.94 

15.05 

116.67 

297.08 

1967-68 

17.18 

52.07 

14.59 

19.15 

8.45 

53.65 

10.72 

9.44 

17.27 

126.85 

329.37 

1968-69 

17.12 

65.13 

14.91 

23.20 

9.49 

61.12 

11.69 

12,87 

18.10 

127.86 

361.49 

(RE) 

(4.74) 

(18.02) 

(4.12) 

(6.42) 

(2.62) 

(16.91) 

(3.23) 

(3.56) 

(5.01) 

(35.37) 

(100,00) 

West Bengal 

1961-62 

6.50 

9.34 

4.23 

8.96 

2.43 , 

21.30 

7.20 

3.02 

5.75 

33.75 

102.48 


(6.34) 

(9.11) 

(4.13) 

(8.74) 

(2.37) 

(20.79) 

(7.03) 

(2.95) 

(5.61) 

(32.93) 

(100.00) 

1965-66 

6.61 

22.18 

4.50 

13.41 

7.52 

30.58 

11.24 

3.51 

14.01 

53.98 

1(57.54 

1966-67 

6.80 

25.49 

5.28 

13.48 

9.38 

36.94 

12.59 

4.41 

14.41 

59.89 

188.67 

1967-68 

8.58 

16.93 

6.04 

17.28 

9.43 

45.87 

15.33 

6.04 

15.75 

62.87 

204.12 

1968-69 

9.32 

38.90 

6.46 

19.50 

10.68 

47.36 

14.63 

6.91 

17.92 

85.95 

257.63 

(RE) 

(3.62) 

(15.10) 

(2.51) 

(7.57) 

(4.14) 

(18.38) 

(5.68) 

(2.68) 

(6.96) 

(33.36) 

(100.00) 


*Thc reorganised states of Punjab and Haryana came into existence on November 1,1966. Up to that the figures for Haryana are 
in;luded under Pur^ab. 

Note : Figures in brackets Indicate the percentages to the total revenue expenditure. 
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PEIR CAPITA EXPENDITURE UNDER IMPORTANT HEADS IN 1967-68. 
(Table 30 on page 170 of the Report) 


«15 


(Rupees) 


Administrative services 


State 

Debt 

services 

Govt, com¬ 
mercial 
scheme 

Tax 

collection 
charges' 

General 

adminis- 

tration 

5 

Police 

Other 

adminis¬ 

trative 

services 

7 

Total 

adminis¬ 

trative 

services 


1 2 

3 

4 

6 

8 

Andhra Pradesh 

. 6.78 

5.33 

1.05 

2.89 

2.45 

1.29 

6.63 

Assam 

. 8.00 

1.55 

1.59 

1.51 

7.88 

0.93 

10.32 

Biliar 

. 4.70 

1.10 

1.22 

1.08 

2.04 

0.93 

4.07 

Gi^arat 

. 8.84 

2.73 

2.84 

1.50 

4.31 

1.29 

7.10 

Haryana 

. 14.56 

9.39 

1.37 

1.90 

3.45 

1.14 

6.49 

Jammu & Kashmir 

. 1.86 

14.14 

2.75 

3.10 

10.71 

3.05 

16.86 

Kerala 

. 7.44 

0.72 

2.08 

1.43 

2.72 

3.15 

7.3a 

Madhya Pradesh 

. 6.75 

0.04 

1.58 

1.56 

3.46 

0.99 

6.01 

Maharashtra 

. 10.56 

K83 

5.40 

2.62 

4.87 

2.25 

9.74 

Mysore 

. 9.49 

3.13 

1.41 

1.49 

2.55 

1.62 

5.66 

Nagaland 

. 7.11 

9.07 

0.74 

35.29 

96.57 

14.22 

146.08 

Orissa 

. 11.50 

6.77 

2.25 

1.90 

3.19 

0.93 

6.02 

Punjab 

. 12.44 

9.95 

1.59 

2.18 

4.82 

1.59 

8.59 

Rajasthan 

. 9.77 

3.02 

2.22 

1.61 

3.76 

1.13 

6.50 

Tamil Nadu 

. 8.20 

4.95 

1.14 

2.79 

3.05 

1.57 

7.41 

Uttar Pradesh 

. 6.18 

5.27 

1.92 

1.74 

2.27 

1.00 

5.01 

West Bengal 

. 4.12 

1.04 

2.09 

1.51 

4.21 

2.26 

7.98 


Total 7.59 

3.43 

2.05 

1.89 

3.45 

1.46 

6.80 

(Rupees) 


Social and developmental services 


Stale 

Education 

Medical 

Public 

health 

Agricul¬ 
ture & ani¬ 
mal hus¬ 
bandry 

Other so¬ 
cial and 
develop¬ 
mental 
services 

Total so¬ 
cial and 
develop¬ 
mental 
services 

Total ordU 
nary ex¬ 
penditure 
(Cols. 4 
■f8 + l4) 

Total 

revenue 

expendi¬ 

ture 


9 

10 

11 

12 

13 

14 

15 

16 

Andhra Pradesh . 

9.30 

2.81 

1.35 

2.87 

3.70 

20.03 

27.71 

46.96 

Assam . 

12.57 

2.43 

1.69 

4.31 

4.72 

25.72 

37.61 

67.19 

Bihar . 

4.98 

1.44 

0.23 

3.00 

3.10 

12.75 

18.04 

31.97 

Giya rat . 

10.88 

2.49 

2.35 

2.90 

4.89 

23.51 

33.45 

60.44 

Haryana . 

11.69 

1.82 

1.77 

3 31 

3.70 

22.29 

30.15 

60.68 

Jammu & Kashmir . 

17.09 

6.05 

3.13 

6.03 

6.10 

38.40 

58.01 

112.31 

Kerala . 

21.11 

4.19 

2.23 

3.85 

5.51 

36.89 

46.27 

63.12 

Madhya Pradesh . 

10.57 

1.62 

2.06 

2.55 

4.30 

21.10 

28.69 

47.12 

Maharashtra .. . 

12.34 

3-04 

2.14 

4.94 

5.17 

27.63 

42.77 

67.52 

Mysore . 

11.63 

2.13 

1.65 

3.29 

8.20 

26.90 

' 33.97 

58.12 

Nagaland . 

46.08 

15.93 

4,41 

19.61 

14.46 

100.49 

247.31 

301,76 

Orissa . 

7.97 

1.98 

1.83 

3.22 

5.80 

20.80 

29.07 

56.48 

Punjab . 

15.79 

2.66 

1.82 

4.49 

5.02 

28.78 

39.96 

71.59 

Rajasthan . 

11.31 

3.06 

4.29 

2.89 

3.25 

24.80 

33.52 

56.95 

Tamil Nadu . 

14.36 

3.41 

1.39 

4.54 

6.02 

29.72 

38.27 

62.60 

Uttar Pradesh . 

6.36 

1.27 

1.12 

2.05 

4.78 

15.58 

22.51 

39.09 

West Bengal . 

11.17 

3.73 

1.47 

3.84 

4.24 

24.45 

34.52 

49.72 


JO.37 2.44 1.64 3.33 4.75 22.53 31.39 52.38 


Total 
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F>I,\N Ol'TT.W IN 1965-66 AND 1968-69 AND CX>MMITTED EXPENDITURE IN 1966-67 AND 1969-70 

(Table 32 on fiagt 176 of the Report) 


Committed expeiuliturc of third Plan Committed expcndiliire of three Annual 

Plans 1966-67, 1967-68 and 1968-69 




Revenue Plan 

Committed 

Per capita 

Revenue Plan 

Committed 

Per capita 



outlay in 

expenditure in 

of col. 2 

outlay in 

expenditure in 

of col. 5 



1965-66 

1966-67 

(Rs) 

1968-69 

1969-70 

(Rs) 

Stale 


(Rs crorcs) 

(Rs crorcs) 

(a) 

(Rs crorcs) 

(Rs crores) 

(h) 



1 

-> 

3 

4 

5 

6 

Andhra Pradesh 


^O.IO 

15.03 

.3 80 

CO 

6 

11.19 

2.66 

Assam 


16.06 

6.57 

4.79 

J5.06 

5.18 

3.44 

Bihar 


28.57 

12.00 

2..K) 

23 92 

6.93 

1.24 

Gujarat 


23.44 

10.43 

4.42 

29.66 

8.34 • 

3.25’ 

Karyana 


VsJ: 



9.26 

3.92 

4,04 

Jammu and Kashmir 


6.11 

4.39 

11.50 

7.58 

4.94 

12.42 

Kerala 


20 43 

9.64 

5.04 

19.00 

9.03 

4.38 

Madhya Piadcsh 


26.12 

13.79 

3.77 

26.26 

10.98(c) 

2.78 

MaharuslUra 


64 19 

23.21 

5.17 

53.81 

18.96 

3.91 

Mysore 


19.34 

7.98 

3.02 

24.‘M 

9.00 

3.17 

Nagaland 


1 99 

I .05 

26.18 

3.08 

1.03 

24.35 

Orissa 


22 26 

9.90 

5.05 

13.33 

7.58 

3.61 g 

Punjab 


23 .^0* 

7.92* 

3.35* 

14.72 

7.99 

5.62 

Rajasthan 


18.96 

7.96 

3.42 

20.98 

9.76 

3.85 

Tamil Nadu 


35.99 

12.52 

3.42 

32 11 

12.30 

3.18 

Uttar Pradesh 


60.69 

31 15 

3 78 

49.24 

27.80 

.3.15 

West Bengal 


36.14 

19.42 

4.87 

29.47 

16.80 

3.87 

Tor\L 


433.69 

192.96 

3.99 

392.80 

171.73 

3.30 


(a) Bav-ed on population as on March 1, J966. (b) Based on population as on March 1, 1969. (c) Does not include 

provision for maintenance of public works and irrigation projects to be completed during the fourth Plan period and also 
Rs 0.68 lakh for malaria control indicated subsequently. *Relalcs to the erstwhile slate of Punjab. *'^lncltidcd under Puj\iab. 

FINANC IAL RF.SL LTS CJF MULTIPURPC3SE RIVER SCHEMES 

( Fable 33 on page 177 of the Report) 

(Rs crorcs) 


1965-66 1966-67 1967-68 1968-69 (RE> 



G ross 

Work 

I me- 

Net 

Gross Work- Inte- 

Net 

Gross Work- 

Inte- 

Net Gross Work- 

Jntc- Net 


rece- 

ing 

lest 

receipts 

recc- 

ing re.sl 

rec.'ipts 

rccei- ing 

rest 

receipts re- ing 

rest receipts 


M>ts 

c\pen- 

char- 


ipts 

expen- char- 


pis expen 

- char- 

ccipts ex pen- 

char- 

Stale 


sCS 

ges 



ses ges 


ses 

ges 

ses 

ges 

Andhra Pradesh 


- 

5.24 

5.24 

- ^ 

— 5.85 

-5.85 

— 

8.23 

-8.23 - 

8.49 -8.49 

Bihar 

0.02 

0 02 

--- 

-- 

0.32 

0.04 2.75 

- 2.47 

0.45 0.13 

2.66 

-2.34 1.20 1.17 

2.70 --2.67 

Gujarat 



0.69 

- 0.69 

-- 

- 1.05 

--1.05 

— — 

1.62 

—1.62 - — 

2 30 —2.30 

Haryana 

- 


— 

— 

— 

— 

— 

2.88 1.20 

2.41 

-0.73 2.52 1.30 

2.41 —1.19 

Orissa 

2.37 

1.01 

5.13 

3.77 

1.55 

0.89 3.99 

-3.33 

1.30 1.03 

4.31 

-4.04 2.37. 1.19 

5.04 —3.86 

Punjab 



N.A. 



N.A. 


1.40 0.98 

2.71 

--2.29 0.61(a)0.61 

2.71 —2.71 

Rajasthan 

0.73 

0.63 

2.55 

-2.45 

0.51 

0.62 2.59 

-- -2.70 

0.96 0.66 

2.69 

—2.39 1.35 0.70 

2.73 —2.08 

West Bengal 

0.53 

0.83 

1.48 

1.78 

0.51 

0.95 1.75 

^-2.19 

0.47 0.96 

1.90 

—2.39 0.60 0.45 

2.08 —1.93 

Total 

3.65 

2.49 

15.09 

—13.93 

2.89 

2.50 17.98 - 

-17.59 

7.46 4.96 26.53 

—24.03 8.65 5.42 28.46 -25.23 


(a) Budget estimates 
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(Rs cTOre$) ^ 


1965-66 1966-67 1967-68 1967-68 (R.E.) 


State 

Gross 

recei¬ 

pts 

Work 

ing 

expen¬ 

ses 

- Inte¬ 
rest 
char¬ 
ges 

Net 

receipts 

Gross Work- 
rece- ing 
ipts expen¬ 
ses 

• Inte¬ 
rest 
char¬ 
ges 

Net 

receipts 

Gross Work- 
rccc- ing 
ipts expen¬ 
ses 

• Inte¬ 
rest 

• char¬ 

ges 

Net 

receipts 

Gro>s Work- 
rccc- ing 
ipts expen¬ 
ses 

Inte¬ 

rest 

char¬ 

ges 

Net 

receipt.s 

Andhra Pradesh 

0.19(c) 2.40 

4.89 

- 7.10 0.40(c) 2.68 

5 39 

- 7.67 

0.28(c) 2.1.7 

5.82 

—7.67 0.17(0 2.36 

6.22 

-8.41 

Bihar 

1.90 

1.63 

0.47 

- 0.20 

1.15 

1.90 

0.51 

-1 .26 

1.85 

2.43 

0.12 

0.70 

2.54 

3.10 

0.55 

M.ll 

Gujarat 

0.63 

0.69 

3.77 

-3.83 

0.89 

0.73 

3.97 

- 3.81 

0.89 

0.75 

4.20 

-4.06 

1.31 

1.22 

4.40 

—4.31 

Haryana 


— 

-- 

— 

- 


-* 

N.A. 

1.57 

1.14 

0.97 

—0.54 

1.95 

1.60 

1.16 

--0.8I 

Jammu and Kashmir 

0. 16 

— 

-0.16 

-- 

0.15 


0.15 


0.18 

()..34 

-0.52 

O.ll 

0.20 

0.33 

-0.42 

Kerala 

0.09 

0.17 

1.10 

1 . 18 

0.13 

0.17 

1.16 

-1 .20 

0.10 

0.16 

1.25 

1.31 

0.13 

0.24 

1.28 

--I.39 

Maharashtra 

1.88 

0.99 

4.97 

4.08 

2.07 

1 .02 

5 97 

4 92 

2.52 

1.07 

7.08 

5.63 

2.74 

1.74 

8.41 

-7.41 

Mysore 

0.45 

0.93 

5.59 

- 6 07 

0.39 

I .21 

6.51 

7.33 0.33(b)1 11 

7.16 

- 7.94 

0.81 

1 .72 

7.00 

-7.91 

Orissa 

0.40 

0.25 

1.02 

0.87 

0.25 

0.40 

2J5 

2.90 

0.26 

0.46 

3.38 

-3.58 

0.35 

0.70 

3.74 

4.09 

Punjab 



-- 

N.A. 

-- 



N.A. 

3.14 

2.43 

2.73 

2.02 

3.45 

2.53 

3.32 

-2.40 

Rajasthan 

0.53 

0.22 

0.49 

0.18 

0.52 

0.34 

0.58 

0.40 

0.69 

0.34 

3.36 

3 01 

0.87 

0 49 

3.59 

-3.21 

Tamil Nadu 

1,41 

1.03 

4.10 

--3.72 

1.65 

1.15 

4.52 

4.02 

1 .83 

1 .68 

4.84 

4.69 

1 .97 

1 .84 

5.15 

5.02 

Uttar Pradesh 

14.41 

13.22 

7.49 

-6.30 

13.72 

15.15 

7.00 

8.43 16.33 16.43(d) 9.35 

9 45 

16.49 

18.34 

8.63 

-10.48 

West Bengal 

0.32 

0.34 

0.32 

—0.34 

0 35 

0.36 

0.40 

-0.41 

0.17 

0.35 

0.43 

--0.61 

0.15 

0.31 

0.46 

-0,62 

Total 

22.21 

22.03 

34.21 

—34.03 

21.52 

25.26 38.76 

42,50 29.96 30.66 51.03 

-■51 73 33.04 36.39 54.24 

--57.59 


(a) fa) (a) 


AWe : No c*ommercia1 accounts are kepi by the slates ol Assam, Madhya Pradesh and Nagaland (a) Revised csiimaie. 
(b) Preliminary actuals, (c) Excludes land revenue altributt bic to irrigation, (d) Estimates. 
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nNANCIAL WORKING OF STATE ELECTRiaTY BOARDS 
(Table 36 on paf^s 181 to 183 of the Report) 


(Rs crorcs) 



Block 

Receipts 

Working 

Transfer 

Transfer 

Interest 

Interest 

Net 

Slate 

capital 

(a) 

expenses 

lo depre- 

to general 

to state 

on other 

receipts 


as on 



ciation 

reserve 

govern- 

loans 



April 1. 



fund 

fund 

ment 




1966 





faccrual) 




I 

2 

3 

4 

5 

6 

7 

8 






1966-67 



Andhra Pradesh 

135.54 

18.08 

11.81 

3.25 

0.61 

6.35 

1.00 

—4.94 

Assam 

51 .60 

1.89 

I .27 

0.54 



0.08 

— 

Bihar 

111.12 

14.01 

11 .36 

1.78 


5.88 

0.54 

—5.55 

Gujarat 

90.65 

16.39 

9.27 

3.06 

0.44 

4.38 

0.69 

—1.45 

Kerala 

94.24 

8.62 

3.51 

1.13 

0.05 

4.46 

0.23 

-T).76 

Madhya Pradesh 

123.14 

16.53 

7.28 

2.34 

0.33 

6.58 

— 

— 

Maharashtra 

99.51 

25.28 

16.83 

2.23 

0.43 

3.02 

1.92 

+ 0.85 

Mysore 

74.55 

21.24 

12.37 

2.14 

— 

2 31 

0.76 

+ 3.66 

Orissa 

40.02 

6.43 

4.90 

0.80 

0.15 

1.14 

0.77 

1.33 

Rajasthan 

N.A. 

7.27 

5.83 

1.06 

0.23 

3.72 

0.15 

3.72 

Tamil Nadu 

253.28 

40 30 

22.67 

6.43 

0.92 

8.64 

1.64 

-- 

Uttar Pradesh 

254.77 

29.63 

15.88 

3.35 


13.67 

0.68 

—3.85 

West Bengal 

65.02 

14.22 

8.80 

1.43 

0.24 

3.58 

0.25 

-0.08 

I'OTAL 

1393,44 

219.89 

131.78 

29.44 

.V40 

63.73 

8.71 

^^17.17 


1967 68 


Andhra Pradesh 

161 43 

24.50 

12.20 

5.60 

0.70 

4.46 

1.27 

+ 0.27 

Assam 

56.37 

2.55 

1.68 

0.74 

— 

N.A. 

0.13 

Bihar 

135.17 

15.67 

13.22 

2.77 

0.01 

6.96 

0.79 

—8.08 

Guja rat 

103.27 

19. IK) 

11 .66 

3.54 

0.50 

4.94 

0.83 

-2.47 

Haryana 

13.15 

7.60 

2.70 

1.11 

0.29 

3.10 

0.10 

+ 0.30 

Kerala 

107.74 

9 42 

4.26 

1.90 

0.05 

5.18 

0.23 

-2.20 

Madhya Pradesh 

131.26 

17.97 

9.23 

2.93 

0.43 

5.38 

— 


Maharashtra 

125.92 

28.09 

18.52 

.T25 

0.51 

3.80 

0.09 

-} 2.10 

Mysore 

83.33 

20.56 

10.07 

2.52 


3.39 

0.95 

+ 3.63 

Orissa 

43.23 

7.11 

5.13 

0.99 

0.15 

1.23 

0.84 

— 1.23 

Punjab 

105.66 

10.77 

3.84 

2.20 

0.25 

5.60 

0.15 

- 1.27 

Rajasthan 

N.A. 

10.11 

7.88 

1.83 

0.21 

5.05 

0.19 

-5.05 

Tamil Nadu 

280.42 

44.62 

22.23 

7.50 

1.23 

11.49 

2.17 

_ 

Uttar Pradesh 

309.31 

34.39 

19.46 

5.01 

— 

16.97 

0.91 

—7.96 

West Bengal 

74.32 

15.88 

9.03 

1.97 

0.35 

3.48 

0.60 

+0.45 

Total 

1730.58 

268.24 

151.11 

43.86 

4.68 

81.03 

9.07 

-21.51 


i968-69 


Andhra Pradesh 

181.43 

31.70 

13.80 

7.00 

0.90 

6.90 

1.60 

+ 1.50 

Assam 

65.47 

3.82 

1.71 

1.40 

— 

N.A. 

0.39 

+ 0,32 

Bihar 

157.07 

18.87 

13.29 

3.52 

O.Ol 

8.07 

0.81 

--6.83 

Gujarat 

115.36 

22.05 

12.55 

3.90 

0.55 

5.38 

1.22 

—1.55 

Haryana 

13.15 

10.92 

4.17 

1.88 

0.34 ‘ 

4.09 

0.25 

+0.19 

Kerala 

123.56 

I2.(X) 

5.72 

2.34 

0.05 

5.79 

0.32 

—2.22 

Madhya Pradesh 

144.04 

20.89 

8.84 

4.00 

0.61 

7.37 


+0.07 

Maharashtra 

162.65 

.33.98 

21.90 

3.80 

0.63 

4.41 

1.89 

+ 1.35 

Mysore 

98.91 

15.96 

10.35 

2.77 


4.88 

1.23 

-3.27 

Orissa 

63.78 

8.38 

3.77 

1.51 

0.16 

2.13 

0.97 

—0.16.. 

Punjab 

127.37 

14.63 

5.00 

2.59 

— 

6.17 

0.59 

-i-b.28 

Rajasthan 

N.A. 

12..32 

7.93 

2.25 

0.49 

5.82 

0.28 

-4.45 

Tamil Nadu 

315.46 

48,41 

26.68 

8.05 

1.41 

9.54 

2.73 

_ 

Uttar Pradesh 

366.95 

43.26 

22.42 

6.40 

— 

20.93 

1.14 

—7.63 

West Bengal 

83.79 

18.82 

11.96 

2.39 

0.40 

3.76 

0.41 

-0.10 

Total 

2018.99 

316.01 

170.09 

53.80 

5.55 

95.24 

13.83 

-22.50. 


(a) Includes recovery of arrears 


Transfer Net 

to loan receipts 
redemp- after 
tion taking 
fund into account 
item 9 

9 10 


--V.17 ~6.J1 

0.23 --5.78 

— -1.45 

-0.48 1.24 

0.86 - 0.01 

f 3.66 
0.54 -1.87 

—3.72 

-0.66 -4.51* 

-0.47 -4), 55 

-4.41 -21.58 


-1.30 —1.03 

-0.23 -8.31 

-2.47 

0.13 -i-0.l7 

-0.49 -2.69 

-I.I4 +0.96 

+ 3.63 
-0.87 —2.10 

--0.19 -1.46 

— —5.05 

.-<).96 -^8.92 

^.47 — 0.02 

...5.78 —27.29 


—1.50 

—0.32 

—0.23 —7.06 

—1.55 

—0.22 «+).03 
-0.51 —2.73 

— +0.07 

—1.65 —0.30 

— ' —3.27 

-1.01 —1.17 

—0.19 +0.09 

— —4.45 

— —7.63 

—0.56 —0.66 

—6.19. —28.69 
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RATE OF RETURN ON TOTAL CAPITAL OUTLAYS OF ELECTRICITY BOARDS 

(Table 37 on paKe 184 of the Re|M)rt) (Percentages) 


Stare 

1966-67 

1967-68 

1968-69 

State 

1966-67 

1967-68 

1968-69 

Andhra Pradesh 

2.2 

4.2 

6.0 

Orissa 

. 1.8 

2.3 

4.9 

Assam 

0.2 

0.2 

l.I 

Punjab 


4.5 

5.5 

Bihar 

0.8 

Ncg, 

1.3 

Tamil Nadu 

4.4 

5.3 

4.3 

Gujarat 

4.5 

3.7 

4.8 

Uttar Pradesh 

4.) 

3,2 

3.9 

Kerala 

4.2 

3.0 

3.2 

West Bengal 

6.1 

6.6 

5.3 

Madhyti Pradesh 

5.6 

4.4 

5.6 





Maharashtra 

6.3 

5.0 

5.1 





Mysore 

9.0 

9.6 

2.9 

Total 

4.2 

4.0 

4.4 


ELECTRICITY BOARDS ; INSTALLED CAPACITY, COST PER UNIT AND PRICK CHARGED PER UNIT 1967-68 

(Table 38 on paue 185 of the Report) 




Installed 

Peak 

Power 

Power 

Power 

Working 

Depre- 

Interest 

Total 

Average 

Total 

Average 



capacity 

demand 

genera- 

pur- 

sold 

expen- 

ciation 

on acc- 

cost 

cost 

receipts 

price 





ted 

chased 


ditiirc 


rual 


^'Kjr unit 


charged 

State 









basis 


sold 


per unit 














sold 




(Million (Million (Million 

(Rs 

(Rs 

(Rs 

(Rs 

(Paise) 

(Rs 

(Paise) 



(MW) 

(MW) 

Kwh) 

Kw'h) 

Kwh) 

crores) 

crores) 

crores) 

crores) 


crores) 


Andhra Pradesh 


646 

356 

1299 

620 

1334 

12.20 

5.60 

5.73 

23.53 

17.6 

24.50 

18.4 

Assam 


152 

36 

157 


115 

1.68 

0.74 

0.1.3(a) 2.55 

22.4 

2.55 

22.2 

Bihar 


159 

300 

685 

1067 

1327 

13.22 

2.77 

7.75 

23.74 

17.9 

15.67 

11.8 

Gujarat 


424 

N.A. 

1689 

143 

1404 

11.66 

3.54 

5.77 

20.97 

14.9 

19,00 

13.5 

Haryana 


1173 

N.A. 

604 

— 

501 

2.70 

1.11 

3.20 

7.01 

14.0 

7.60 

15.1 

Kerala 


528 

247 

1407 

32 

1208 

4.26 

1.90 

5.41 

11.57 

9.6 

9.42 

7.8 

Madhya Pradesh 


471 

322 

1758 

53 

1438 

9.23 

2.93 

5.38 

17.54 

12 2 

17.97 

12.5 

Maharashtra 


786 

745 

3726 

348 

3429 

18.52 

3,25 

3.71 

25.48 

7.4 

28.09 

8.2 

Mysore 


231 

527 

1120 

1146 

1915 

10.07 

2.52 

4.34 

16.93 

8.8 

16.77 

8.8 

Orissa 


366 

216 

4 

1061 

1024 

5.13 

1.14 

2.07 

8.34 

8.1 

7.11 

6.9 

Punjab 


1138 

217 

2043 


1709 

3.84 

2.20 

5.75 

11.79 

6.9 

10.77 

6.3 

Rajasthan 


361 

128 

256 

290 

400 

7.88 

1.83 

5.25 

14.96 

37.4 

iO.II 

25.3 

Tamil Nadu 


1070 

964 

3057 

1753 

3966 

22.23 

7.50 

13.66 

43..39 

10.9 

44.62 

II .3 

Uttar Pradesh 


1075 

712 

3294 

496 

2953 

19.46 

5.01 

17.88 

42.35 

14.0 

34.39 

H .6 

West Bengal 


392 

325 

1026 

481 

1.U7 

9.03 

1.97 

4.08 

15.08 

11.3 

15.88 

11.9 


FINANCIAL RESULTS OF ROAD WATER TRANSPORT SCHEMES RUN DEPARTMENTAl.LY 

(Table 39 on page 186 of the Report) (Rs crores) 




1965-66 






1966-67 



Gross 

Working 

Interest 

Dcprecia- 

Net 

Gross 

Working 

Interest 

Dcprecia- 

Net 

State 

receipts 

expenses 

charges 

tion 

fund 

receipts 

receipts 

charges 

cx|>cnscs 

tion 

fiiiul 

receipts 

Assam 

2.03 

1.97(a) 

... 


+0.06 

2.26 

2.11(a) 


— 

-1-0.15 

Jammu and Kashmir 

3.08 

2.45 

O.tl 

0.39 

-4-0.13 

-3.59 

—2.80 

O.tl 

0.34 

-bO,34 

Nagaland 

0.05 

— 

-- 

- 

-f0.05 

0.09 

0.08 



-PO.O! 

Orissa 

2.18 

1.68(b) 

0.10 

- 

-fO.40 

2.22 

1.72(b) 

O.ll 

- 

4-0.39 

Tamil Nadu 

7.75 

6.25 

0.47 

1.16 

--0.13 

8.99 

7.60 

0.53 

1.31 

—0.45 

Uttar Pradesh 

16.74 

13.94 

0.71 

- 

2.09 

15.08 

14.10 

0.94 

— 

-t'0.04 

TotAL 

31.83 

26.29 

1.39 

1.55 

2.60 

32.23 

1.69 

28.41 

1.65 

4-0.48 


' (a) Includes interest charges also, (b) Includes transfer to depreciation fund. 
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LOANS AND ADVANCES AND PHYSICAL ASSETS OP STATE GOVERNMENTS (AS ON MARCH 31, 1969) 

( Tabic 41 on page 189 of the Report) 

(Rs crorcs) 


Loans and advances Productive outlays 



t Icctricily 

Others 

Total 

Irrigation 

Multi-pur- 

Electricity 

Others 

Tota\ 

Stale 

boards 


(Commercial) 

pose river 

schemes 








schemes 




Andhra Pradesh 

131.97 

72 61 

204.58 

120.90 

146.85 

65.41 

51.25 

384.41 


(18.0) 

(9.9) 

(27.9) 

(16.5) 

(20.0) 

(8,9) 

(^0) 

(52.4) 

Assam 

14.58 

31 .49 

96.07 




17.96 

17.96 


(31.6) 

(15.4) 

(47.0) 

- 

-- 

-- 

(8.8) 

(8.8) 

Bihar 

140.74 

71.52 

212.26 

28.21 

215.29 

16.15 

19.96 

279.61 


(20.5) 

(10.4) 

(30.9) 

(3.8) 

(31.3) 

(2.4) 

(2.9) 

(40.7) 

Gujarat 

73.18 

59.15 

132.33 

87,69 

53.83 

0.55 

36.72 

178.79 


(18.4) 

(14.9) 

(33.3) 

(22.0) 

(13.5) 

(0.1) 

(9.2) 

(44.8) 

Haryana 

18.01 

19.83 

37.84 

27.00 

0.15 


10.24 

37. 


(23.2) 

(25 5) 

(48.7) 

(.34.8) 

( 0.2) 


(13 2) 

(47.8y 

Jammu and Kashmir 


18..14 

18.34 

8.75 


31.62 

19.10 

59.47 


( ) 

(12 1) 

(12.1) 

(5.8) 

(-) 

(20,9) 

(12.6) 

(39.3) 

Kerala 

112.47 

39.86 

152.33 

20.79 

- 


.32.13 

52.92 


(.L5.7) 

(12.7) 

(48.4) 

(6.6) 

( ) 

( -) 

(10.2) 

(16.8) 

Madhya Pradesh 

137.10 

59.38 

196.48 

45.47 

76.10 

- - 

35.45 

157.02 


(26.2) 

(11.4) 

(37.6) 

(8.7) 

(14.6) 

(- ) 

(6.8) 

(30.1) 

Mahaiashlra 

152 31 

195.81 

348.12 

167.46 


73.46 

74.80 

315.72 


(17.7) 

(22.8) 

(40.5) 

(19.5) 

( -) 

(8.5) 

(8.7) 

(36.7) 

Mysore 

44.33 

112.06 

156.39 

147.18 


98.88 

73.23 

319.29 


(7.4) 

(18.6) 

(26.0) 

(24.4) 

( -) 

(16.4) 

(12.1) 

(52.9) 

Nagaland 


1.75 

1.75 


— 

2.41 

1.05 

3.46 


( - ) 

(6.9) 

(6.9) 

(--) 

( ) 

(9.5) 

(4.2) 

(13.7) 

Orissa 

24.03 

30.78 

54.81 

60.97 

111.94 

.34,65 

32.41 

239.97 


(5.8) 

(7.4) 

(13.2) 

(14.6) 

(26.9) 

(8.3) 

(7.8) 

(57.6) 

Punjab 

219.55 

47.95 

267.50 

75.49 

151.31 


23.82 

250.62 


(36.9) 

(8.0) 

(44.9) 

(12.7) 

(25.4) 

(-) 

(4.0) 

(36,8) 

Rajasthan 

112.35 

52.44 • 

164.79 

101.26 

61.33 

— 

14.85 

177.44 


(23.2) 

(10.9) 

(34.1) 

(21.0) 

(12.7) 

(-) 

(3.J) 

(36.8) 

Tamil Nadu 

220.96 

137.23 

358.19 

96.55 

— 


49.79 

146.34 


(34.2) 

(21.2) 

(55.4) 

(14.9) 

( ) 

(-) 

(7.7) 

(22.6) 

Oitar Pradesh 

410.82 

149.11 

559.93 

182.09 

62.52 


70.03' 

314.64 


(38.2) 

(13.8) 

(52.0) 

(16.9) 

(5.8) 

(-) 

(6.5) 

(29.2) 

West Bengal 

68.50 

129.72 

198.22 

8.27 

149.71 

1.28 

19.71 

178.97 


(10.6) 

(20.2) 

(30.8) 

(1.3) 

(23.2) 

(0.2) 

(3.1) 

(27.8) 

torAi. 

1930.90 

1229.03 

3159.93 

1178.08 

1028.73 

324.41 

^ 582.50 

3113.72 


(22.9) 

(14.5) 

(37.4) 

(14.0) 

(*2.2) 

(3.8) 

(6.9) 

(36.9) 


^'Thcsc include jagir bonds, /ainindati bonds, etc. 

\orcs : I. Figures in brackets relate to percentage of each item to the total. 

2. Allocation of capital expenditure of composite Punjab between new Punjab and Haryana does not appear to have been 
earned out. < . ^ r 
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<21 

State 


Unproductive outlay.s 




Total 

assets 

Irrigation 

(Non-com* 

mercial) 

Public Compensa- 
works sat ion bonds* 

Agricul¬ 

ture 

Public 

health 

Others 

Total 

Andhra Pradesh 

41.34 

70.76 

12.02 

4.67 

12.89 

3.32 

145.00 

733.99 


(5.6) 

(9.6) 

(16 4) 

(0.6) 

(1.8) 

(0.4) 

(19.8) 

(100.0) 

Assam 

43.41 

45.69 


0.54 


0.83 

90.47 

204.50 


(21.2) 

(22.3) 

- 

(0.3) 

-- 

(0.4) 

(44.2) 

(100.0) 

Bihar 

52.13 

76.97 

24.69 

16.84 

19.46 

4.90 

194.99 

686.86 


(7.6) 

(M.2) 

(3.6) 

(2.5) 

(2.8) 

(0.7) 

(28.4) 

(100.0) 

Gujarat 

12,51 

52.90 

0.75 

2.47 

7.37 

11.18 

87.18 

398.30 


(3.1) 

(13.3) 

(0.2) 

(0.6) 

(1.9) 

(2.8) 

(21.9) 

(100.0) 

Haryana 

— 

1.50 

- 

0.99 


0.20 

2.69 

77.62 



(1.9) 

— 

(1.3) 


(0.3) 

(3.5) 

(100.0) 

Jammu and Kashmir 

13.84 

50.58 

- 

— 

8.54 

0.78 

73.74 / 

151.55 


(9.1) 

(33.4) 

( ) 

(-) 

(5.6) 

(0.5) 

(48.6) 

(100.0) 

Kerala 

26.57 

61.93 

0.01 

1.02 

13.82 

5.93 

109.28 

314.53 


(8.5) 

(19.7) 

( 1 

(0.3) 

(4.4) 

(1.9) 

(34.8) 

(100.0) 

Madhya Pradesh 

34.01 

94.34 

14.09 

16.00 

8.87 

1.10 

168.41 

521.91 


(6.5) 

(18.1) 

(2.7) 

(3.1) 

(1.7) 

(0.2) 

(32.3) 

(100.0) 

Maharashtra 

21.39 

134.81 

1.58 

8.66 

17.56 

11.41 

195.41 

859.25 


(2.5) 

(15.7) 

(0.2) 

(1.0) 

(2.1) 

(1.3) 

(22.8) 

(100.0) 

Mysore 

23.88 

83.82 

4.32 

— 

12.43 

2.55 

127.0 

602.68 


(4.0) 

(13.9) 

(0.7) 

(-) 

(2.1) 

(0.4) 

(21.1) 

(100.0) 

Nagaland 

— 

20. (H 



— 

— 

20.04 

25.25 


(*-) 

(79.4) 

( ) 

(-) 

(-) 

(- ) 

(79.4) 

(100.0) 

Orissa 

7.89 

75.25 

0.40 

15.06 

4.06 

18.99 

121.65 

416.43 


(1.9) 

(18.0) 

(0.1) 

(3.6) 

(1.0) 

(4.6) 

(29,2) 

(100.0) 

Punjab 

0.22 

72.94 


3.76 


0.28 

77.20 

595.3 


. (5.0) 

(12.0) 

(8.0) 

(1.3) 

(2.8) 

(-) 

(29.1) 

(100.0) 

Rajasthan 

24.43 

57.91 

38.63 

6.19 

13.36 

— 

140.52 

482.75 


(5.0) 

(12.0) 

(8.0) 

(1.3) 

(2.8) 

(„) 

(29.1) 

(100.0) 

Tamil Nadu 

29.91 

94.63 

6.99 

1.69 

3.72 

5.57 

142.51 

647.04 


(4.6) 

(14.6) 

(1.0) 

(0.3) 

(0.6) 

(0.9) 

(22.0) 

(100.0) 

Uttar Pradesh .. 

26.39 

159.68 


13.16 

1.38 

0.94 

201.75 

1076.32 


(2.5) 

(14.9) 

(-) 

(1.2) 

(0.1) 

(0.1) 

(18.8) 

(100.0) 

West Bengal 

6.45 

211.63 

24.92 

23.10 


0.82 

266.92 

644.11 


(1,0) 

(32.8) 

(3.9) 

(3.6) 

( ) 

(0.1) 

(41.4) 

(100.0) 

Total 

364.57 

1365.38 

128.40 

114.15 

123.46 

68.80 

2164.76 

8438.41 


(4.3) 

(16.2) 

(1.5) 

(1.4) 

(1.5) 

(0.8) 

(25.7) 

(100.0) 
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FINANCIAL RESULTS OF ROAD WATER TRANSPORT SCHEMES RUN PEPARTMENTALLY 

(Table 39 on page 187 of the Report) 


(Rs crores) 




1967-68 






1968-69 R.E’ 



Gross 

Working 

Interest 

Dcpreciu- 

Net 

Gross 

Working 

Interest 

Deprecia- 

Net 

State 

receipts 

c.spcnscs 

charges 

tion 

receipts 

receipts 

expenses 

charges 

tion 

receipts 




fund 





fund 


Assam 

1.96 

3.19(a) 

-- 

— 

-0.23(a) 

2.43 

2.46 

— 


-0.03 

Haryana 

3.45 

2.67 

0.15 

— 

-fO.63 

4.57 

3.58 

0.22 

— 

+0.77 

Jammu and Kashmir 

4.18 

3.40 

0.09 

0.22 

+ 0.47 

4.40 

3.33 

0.12 

0.38 

+0.57 

Kerala 


- 

- 

- 


0.21 

0.01 

0.21 

— 

—0.01 

Nagaland 

0.12 

0.15 

— 


-0.03 

0.23 

0.27 

— 

• 

—0.04 

Orissa 

2.39 

1.82 

0.14 

0.06 

+ 0.37 

2.50 

1.85 

0.15 

0.26 

+0.24 

Punjab 

4.91 

4.33 

0.09 

- 

+0.49 

5.53 

4.61 

0.22 

— 

f-0.7o 

Tamil Nadu 

11.30 

9.42 

0.69 

1.45 

—0.26 

14.19 

11.82 

0.77 

1.90 

—0.30 

U tar Pradesh 

19.89 

19.02 

0.99 


0.12 

20.14 

17.26 

0.93 

— 

+ 1.95 

West Bengal 




— 


0.34 

0.56 

0.05 


-0.27 

Tot At 

48.20 

43.00 

2.15 

1.73 

+ 1.32 

54.54 

45.75 

2.67 

2.54 

+3.58 


4 

(ii) Includes interest charges also. 


RATKS OF DIVIDENDS ON STATK INVESTMENTS 


State 

( Fable 42 un page 191 of the Report) 


(Rs lakhs) 

Total investments as* 
at the end of 

1967-68 

(Rs lakhs) 

Dividends in 
1968-69 
(R.E.) 

(Rs lakhs) 

Rate of dividends 
(Col 3 as 
percentage 
of Col. 2) 
(Percentage) 

1 

2 

3 

4 

Andhra Pradesh 

4188 

29 

0.69 

Assam 

1349 

1 

0.07 

Bihar 

NA 

3 

NA 

Gujarat 

2911 

98 

3..37 

Haryana 

NA 

2 

— 

Jammu and Kashmir 

896 

1 

0.11 

Kerala 

3027 

28 

0.92 

Madhya Pradesh 

2890 

89 

3.08 

Maharashtra 

5023 

90 

1.79 

Mysore 

3414 

41 

1.20 

Orissa 

3071 

to 

0.33 

Punjab 

1557 

16 

1.03 

Rajasthan 

824 

16 

1.94 

Tamil Nadu 

2525 

19 

0.75 

Uttar Pradesh 

2684 

49 

1.83 

Wist Bengal 

2241 

1 

0.04 

Total 

36600 

493 

1.35 


*These represent investments in statutory corporations (other than electricity boards^ government companies, joint-stock 
companies and co operative institutions. 
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YES! 

You can obtain 
Product Improvement 
with Cost Reduction 
in your industry 
with 



EXTRUSHMS 


Li^tness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HINOALCO Aluminium 
Extrusions. There are endless applications 
in every Industry using fabricated metal 
shapes as components of assembly. A sin¬ 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams. H-sections, hollow shapes 
or semi-hollow shapes or special shapes. 

Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? it will pay you handsomely to 
do so! Please write to: 

HINDUSTAN ALUMINIUM 
CORPORATION LTD. 

Works: Renukoot, U.P. 

Offices: BOMBAY 
JELHI-CALCUTTA-MADRAS 






SOBHACYA4iA.l 
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OPEN LETTER TO MINISTER OF STATE 
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FOR INFORMATION AND BROADCASTING 


An Open Letter to Minister of State 
for Information and Broadcasting .. 
New Broom in STC 
Fertilizers fVom Coal 
Asia and the United Nations 
—Dr A. Appadorai 
NLC Report : Points of View Ill- 
New Deal for Labour? 

—A Correspondent 
Job Security : Gokhale Commission 
Report— A Special Correspondent 
“Crawling Peg’*: Lukewarm Support 
—E. B. Brook 

Nathmai integration and Economic 
Compulsions' -B. Satyanarayan 
WINDOW ON THE WORLD .. 
Labour Relations in the EEC, 
France and the Future of Europe. 
Twenty-five Years After Bretton 
Woods. 
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Dear Mr Inder ChijraL 

j| When you came to the Press Club in the capital some days ago to lake 
part in a discussion on the Freedom of the Press, you were quite obviously on 
your good behaviour. Being a fairly shrewd politician, you quickly caught on 
to the point that your attitudes towards the press were going to be critically 
examined and you had the gumption to realise that you would gain rather than 
lose by assuming, if only for the occasion, an air of sweet reasonableness. 


A gaiileilcr on the make, however, is not one who can be at ease even with 
' himself, let alone others. You arc an ambitious politician who has also chosen 
; to be an aggressive one. Fortunately for you, the prevailing political climate 
ij has made it easy for you to play the game according to rules of your own making, 
! Consequently, despite your desire to be diplomatic, your cloven hoof was only 
too plainly and too frequently visible when you sat on the platform and spoke 
I; into the mike on that evening at the Press Club. 


THE MOVING FINGER WRITES 
TRADE WINDS 

Industrial Finance Corpn; Car 
Prices; Foreign Collaborations; 
Cement Freight Pool; Industries 
in Backward Areas; Aid for Low- 
Income Groups; FCl’s Nangal 
Factory; Mangalore Fertiliser; 
Symposium on Nutrition; India- 
Japan Freight Ri^; Madras Air¬ 
port; World Bank Report; Fibres 
Research; World Agricultural Out¬ 
put; Instant Coffee for Russia. 
COMPANY affairs 
H industan Insecticides; South 
Madras Electric; Travancorc-Cochin 
Chemicals; Indian Rubber; Inter¬ 
national Tractor; Calcutta Electric 
Supply; Khatuu Makai\ji; Central 
India Spinning; Chowgule Steam¬ 
ship; Capital and Bonus Issues. 
COMPANY MEETINGS 
Jay Engineering Works Ltd. 

Bharat Heavy Plate and Vessels Ltd. 
The Fertilisers and Chemicals, 
Travancore Ltd. 

Hindustan Photo Films Manufactur¬ 
ing Co. Ltd. 

Poysha Industrial Co. Ltd. 
BOOKS BRIEFLY 
Strategy for Development. 
RECORDS AND STATISTICS .. 
Foreign Collaborations : Income-tax 
Guidelines. 

Foreign Collaborations. 


ANNUAL SUBSCRIPTION 
INLAND : Rs 85.00 
FOREIGN ; £7-0-0 or IP-OO 
Ainnail & Advertiseosent Rates 
on Enquiry. 

REGISTERED OFFICE : 

UCO Mnk Buildint, P, BOx 34, 
Parliament Street .New JDelhi-l 


647 I Take, to start with, your reference, which was entirely in bad lasle, to your 

648 having fought and suffered in the freedom struggle. It was in bad taste because it 
was so obviously irrelevant to the issues in debate. Even otherwise, you ought 

. to appreciate the fact that one’s selective references to one’s past or one's personal 
I record cannot be permitted to influence the evaluation of one’s views on contro- 
; versial public issues. If you were to insist, nevertheless, on your political past 
being brought into a discussion of youV present political views, some research will 
; certainly have to be done into all of that past and not only into those parts of it 
I to which you may believe you can appeal with advantage. 

; Jawaharlal Nehru, it may be argued, did succumb occasionally lo the tcmpia- 
650 ' hailing himself and Congressmen of his generation as “the children of the 

j revoludon”. Even on his tongue, the claim had a boastful ring, out of place 
■ with the spirit of the times. The notion that any individual or group of individuals 
I could, by referring lo his political or other past, establish a title lo citizenship 
i of the first class, thereby assigning other people by implication to citizenship of the 
; second class, must be revolting lo enlightened public opinion concerned with 
1 fostering a genuinely democratic environment. I confess that you are the only 
652 ij politician, after Jawaharlal Nehru, whom 1 have heard publicly staking a claim to 
It elite status on the basis of your association with the freedom struggle. And you, 
; of course, are not Jawaharlal Nehru. 

I I would not have dealt with the foregoing point at such length or in such harsh 
,i terms had it not been for the fact that your obsession with your allegedly special 
j patriotic past had persuaded you into talking in terms of “Us” and “They” while 
664 !i dealing with criticism of or dissent from the views you profess to hold on ilie 
: role of the press. If your assumption is that those who do not share your ideas 
669 !j or attitudes on issues of public policy arc some kind of a lesser breed without the 
j law, all that I would say is that you are not fit lo hold any responsible posh ion 
I in the government of a country which seeks to be governed according lo the spirit 
j as well as the letter of its democratic Constitution. 

I 

j At one point in the statement of your views on the issue of press freedom, 

I you made the outrageous assertion that the government was equal to the state 
I and the state to society. I wonder whether you fully realise the implications of 
what you are saying. If you have not, let me point out to you that what you 
have done is no less than to affirm the concept of totalitarianism. It is of the very 
basis of free communities that government cannot substitute itself completely 
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either for the conscience of the indi¬ 
vidual or for the activities of those 
numerous groupings of men and women 
in voluntary associations which arc of 
the very texture of the democratic 
way of life. You betrayed your funda¬ 
mental illiberalisin when you arrogated 
to the government the right to speak 
in a louder voice than any other insti¬ 
tution or element in the community 
on all matters of public concern or 
public interest. 

You tried, of course, to imparl a 
veneer of respectability lo your un¬ 
democratic attitude by arguing that, 
whereas the go\ ernment was responsible 
to the legislature elected by the people, 
the press was under no such obligation 
and was, therefore, not qualified lo 
speak for the people as against the 
gosernment. This pleading discloses 
an amazing ignorance of the concept of 
checks and balances which is of the 
very greatest importance to the pre¬ 
servation of free societies. You can¬ 
not be entirely unaware of the fact that, 
by Ihc Coiistilutioii of our country, 
the authority of the government has 
been limited in various ways and through 
various sanctions. The most impor¬ 
tant among these prescriptions, let me 
remind you, is the special legal status 
given to the fundamental rights of the 
citizen. It is because it is rightly under¬ 
stood that these essential freedoms of 
individuals or voluntary associations 
could not be left entirely to the dis¬ 
cretion of the government of the day, 
although that government is accountable 
t(7 a popularly elected legislature, that 
special defences have been organised 
for these fundamental rights specifically 
against the government in pow'cr for 
the lime being. 

At tlie Press Club discussion and on 
the following diiy in a discourse which 
you delivered to the Rotary Club in 
New Delhi, you sjwkc of the influence 
of big money in the press and charged 
it with clogging the channels of com¬ 
munication. This, of course, was part 
of the current propaganda against the 
so-called monopoly press. If money 
corrupts, docs power purify? Can the 
replacement of the money of the private 
industrialists by Ihc power and author¬ 
ity of the politician be a step in the 
right direction of promoting the insti¬ 
tution of a free and independent press? 
You attempted to argue that poli- 
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licians, elected to office by the people, 
have a social oemmitment, whereas the 
capitalist-proprietor of a newspaper 
or his employee, the professional editor, 
may not have this social commitment. 
This, clearly, is special pleading. Parti¬ 
cularly against the background of recent 
developments in the central government 
and the Congress party, it docs not 
lie in your mouth to speak of the 
superior moral position of ministers 
or other politicians as a class. The 
nation is only loo well aware of the 
prevailing assumption in certain sections 
with which you must be familiar that 
what is good for the politician must be 
good for the people. 

In any case, you yourself gave away 
the game when it came to the role of 
political power in the functioning of 
the press. When Mr Frank Moraes 
complained that ministers or other 
politicians, who championed the cause 
of the freedom of the editor in public, 
had made it a habit of seeking the 
intervention of the proprietors when 
newspapers wrote against them, you 
not only conceded the fact but even 
gloried in it unashamedly, (living a 
fiightcning exhibition of the arrogance 
of power, you declared that it only 
showed that ministers or other pediti- 
cians knew who wore the pants in a 
ncwspap:r establishment. When you 
said this, you were claiming, in cfl'ect, 
that it was perfectly proper for ministers 
or olher holders of polilicul office to 
approach proprietors of newspapers 
lo exercise the proprietorial resources 
or sanctions in persuading editors to 
accommodate themselves lo the wishes 
of Ihc politicians in power. 

While what you said was bad enough, 
what you left unsaid was worse. You 
did not explain why newspaper pro¬ 
prietors should listen to ministers or 
other wieldcrs of power. You also 
left it to Ihc imagination of your au¬ 
dience to figure out what means of 
persuasion ministers might be employ¬ 
ing in their approaches to the news¬ 
paper proprietors. Can it be an acci¬ 
dent that the politician's awareness that 
he has the means of coercing the press 
through newspaper proprietors or other¬ 
wise has been increasing with every 
extension of governmental intervention 
in the conduct of industry and trade? 

It was, however, in defence of your 
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Current management of All India Ra^o 
that you plumbed the depths of iIIh 
beralism. Although you proposed to 
constitute public corporations for the 
running of news agencies and have 
declared your intention to eliminate 
businessmen-proprietors from the 
ownership or management of news¬ 
papers, you are resolved not to permit 
any change in the present status of 
All India Radio —that most massive 
of the mass communication media— 
as a department of a ministry of the 
central government. You arc never 
tired of quoting the Press Commission 
against the press. Howr then, can you 
be so completely silent on the even more 
authentic literature which is available 
on the subject of the autonomy of 
broadcasting? 

Trading in half-truths, you declared 
that, during the six months you have 
been minister in the Ministry of In¬ 
formation and Broadcasting, not a day* 
had passed without some editor or 
other journalist going to you with com¬ 
plaints of interference by the proprietor 
of his newspaper. May d ask you 
whether you arc prepared for a secret 
ballot among the employees of All 
India Radio on the question of inter¬ 
ference by the government generally 
and yourself in particular in the day-to- 
day functioning of that instUuti<|^ii, 
especially in the field of news broad¬ 
casts? To seek for a verdict, however, 
may be superfluous. Did you not 
convict yourself out of your own mouth 
when you revealed at the Press Club 
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<Ji$cus^ion that you considered it a this mighty machinery of All India 

wonderAil achievement of All India Radio to make propaganda for the 

Radfo that, single-handed, it had frus- government in power and tight its 

trated the efforts of the monopoly battles, is it too much to ask that some 

press to present its version of recent part of the press at least should be left 

political news and developments? free and independent of government 

authority, direct or indirect? 

It now remains for me to ask you 

one simple question. When you have —EDITOR 

New Broom in STC 


A special review commiltcc was set 
up last year under Mr Prakash Tandon, 
who was at that time chairman of 
Hindustan Lever Limited, a private 
sector enterprise, to examine the trading 
practices of the State Trading Corpora¬ 
tion of India (STC) and suggest ways and 
means of improving its working. The 
final report of this committee has now 
been released but since Mr Tandon 
look over the chairmanship of the 
STC on July 1 last year and the com¬ 
mittee submitted its interim report 
early this year, some of its recom¬ 
mendations have already been imple¬ 
mented. The gist of the recomraenda- 
lions of the committee is that the Cor¬ 
poration is still not in a position to take 
on the challenging tasks which the 
government proposes to pass on to it. 

It was in this context that Mr Tandon, 
"^while reviewing the role of the Cor¬ 
poration in promoting the foreign 
trade of our country, stated at the 
recent annual general meeting of this 
public sector enterprise that “the Cor¬ 
poration will soon be well set to serve 
government and industry as their pre¬ 
mier instrument of international trade*’ 
implying thereby that the Corporation, 
constituted as it is today, docs not 
have the capacity to take on additional 
taxing assignments. Mr D. R. Bhagal, 
Minister for Foreign Trade and Supply, 
also underlined the same fact when 


canalise the import of additional com¬ 
modities through the STC is fraught 
with serious dangers and the govern¬ 
ment must hasten slowly in this regard. 

Mr Tandon, being an experienced 
accountant, has initiated certain inno¬ 
vations in the working of the STC 
which are likely to improve its day-to- 
day operations and which will also 
allow the directors of the STC to know 
at any given time the direction which 
its financial operations are taking. 
His scheme of weekly, monthly and 
quarterly reports about the working 
operations of each wing of the STC 
will no doubt entail additional clerical 
work but this is perhaps the best method 
of keeping control on the working of 
the various wings of the Corporation. 
It is only through a constant appraisal 
of the working of the STC that the 
directors can keep track of its operations 
and take corrective action before things 
get out of control. It should be con¬ 
ceded, however, that this scheme, if 
pushed beyond a point, might lead the 
STC to miss the wood for the trees. 

The highlights of the working opera¬ 
tions of the STC for 1968-69 indicxUc 
a significant impro\cmcnt over the 
preceding year. fixports canalised 
through the STC have more than doub¬ 
led from Rs 23.6 crores to Rs 48.5 


crorcs. Imports, however, remained 
almost at the same level as in the pre¬ 
ceding year, primarily because of the 
policy of the government to restrict 
overall imports, it is well known that 
the bill for imports last year was signi¬ 
ficantly curtailed. The volume of 
internal trade does shovy a rise over the 
preceding year but its size in the overall 
operations of the enterprise is relatively 
small and hence of not much signi¬ 
ficance. The trading profit showed a 
rise of 28 per cent; it rose from Rs 11.7 
crores to Rs 15.0 crores. The rate of 
dividend has been raised to 20 per cent 
and the decision has also been taken 
to increase the equity capital from two 
crores to four crores of rupees. Again, 
the decision has been taken to transfer 
dividend to the government (which owns 
all the shares of the Corporation) at 
quarterly intervals. These are all 
healthy trends and show that the manage¬ 
ment of the corporation is steadily 
being put on sound business lines. 

As a result of the improvement in 
its working operations in 1968-69, 
most of the accounting ratios (sec table 
below) show healthy trends. What is 
worth noting is that an attempt has 
been made to ieduce stocks which un¬ 
necessarily locked up a sizable volume 
of funds. But, perhaps, situations 
might arise in the future when the 
Corporation would be called upon to 
hold larger slocks in order to stabilise 
the prices of certain commodities. It 
should not shirk its responsibility merely 
for fear of letting its inventories grow. 
The attempt to keep down overhead 
expenditure is also welcome. 

The STC does not make any profit 
on exports. In fact, in 1968-69, on 
its exports of Rs 45 crores, it made c* 
loss of Rs 0.3 crore. The bulk of its 
profit came from imports—Rs 8.1 


he said that it was difficult for the STC 


SOME RATIOS 


to develop commodity expertise in 


(Rs crores) 
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crorcs on imports of Rs 121.0 crores. 
The STC did indulge in some profiteer¬ 
ing in the ease of internal trade. For 
example, on the sale of agricultural 
produce in the domestic market amount¬ 
ing to Rs 2.0 croivs. its trading profit 
was Rs 0.5 Cl ore or nearly 25 per cent. 
Again, it received a profit of Rs 0.6 
crore on the sale of imported cars. 
It is thus clear that the profit of the 
STC has emerged either from imports 
or from internal trade where consumers 
are at the mercy of the pricing policies 
of the STC. The reports of the Esti¬ 
mates Committee as well as of the 
Committee on Public Undertakings have 
repeatedly criticised the profiteering acti- 
\ities of the STC but it seems that the 
STC. in order to co\cr up its losses on 
exports and disclose a reasonable rate of 
return on capita! employed, has ik^ 
option but to continue chargin*! exorbi¬ 
tant prices from consumers. It is 
interesting to note that the rc\ iew com¬ 
mittee has described the profit accruing 
to the STC from imports as ‘‘fortuitous" 
--something which was bagged bN it 
b\ chance and not b\ design. 

\ word must be said about the budget 
for 1969-70 which the SfC has fore¬ 
cast. It has been indicated that, in the 
current year, the exports canalised 
through the STC will improve to Rs 60 
crorcs but at the same lime the loss 
also will multipl\ four limes from 
Rs 0.3 crore in I96S-69 to Rs. 1.2 
crorcs in the current year. The loss 
w ill be caused by and large by the export 
of consumer goods and the view has 
been taken that the profitability of the 
Corporation will be reduced unless 
made up by increased prolit fiom 
imports—if it lakes more acli\e part in 
exports. But imports of the STC, 
on the other hand, arc expected to 
increase to Rs 160 crores. The in¬ 
crease of a little more than 30 per cent 
in imtxirts is likely to increase the 
trading profit by 50 per cent. There is 
likely to be some prolit on imported 
cars as well, and the trading profit is 
estimated to be Rs 12 crorcs as against 
Rs 15 crorcs in 1968-69. 

The STC it is clear is |x>iscd for 
ncreasing its share in the country's 
imports in which field it has failed to 
ser\e the interests of the consumers 
and has used it to cover its losses in¬ 


curred elsewhere. U is in the national result that a virtual stalemate prevails 
interest that it must acquire the ncces- in this section. There is need for 
sary expertise before starling its opera- caution and the review committee has 
tions in new commodities. Some, of rightly emphasised the necessity of 
its rcc-'iit decisions such as the canalisa- training personnel in various branches 

tion of the export of woollen hosiery before assuming charge of the res- 

lo socialist countries has come up ponsibilities which the government seems 
against a number of diflicullics with the to be keen to give to it. 

Fertilizers from Coal 

THE vexed question wlielhei or not disinclination for licensing any new 

the Ferrili/cr Corporation of India naphtha-based project for the present), 

(FCI) should be allowed to set up some the decision to produce fertilizers from 

new coal-based fertilizer projects is coal apparently is welcome for our 

stated to have been decided upon by reserves of this commodity arc quite 

the union government in the affirma- vast. Further, during the last few years, 

live. A lO-mcmbcr delegation of the the development of our coal industry 

I Cl has proceeded to the Soviet Union (of course, excepting the coking coal 

to find out how' far that country cxin sector which caters for the requirements 

help It financially as well as technically of the metallurgical industries) has 

in establishing three such units—at outstripped the growth in demand 

Korba (Madhya Pradesh), Ramagun- wulh the result that a good deal of this ^ 

dam (Andhra Pradesh) and Talcher new capacity is lying unutilised, espe- 

(Orissa)—the feasibility reports for cially with the public sector organisa- 

which ha\e already been drawn up. lion, the National Coal Development 

In view of the likelihood of shortages Corporation (NCDC). If, therefore, 

of indigenous naphtha starting deve- coal-based fertilizer units are set up, 

loping in the next two or three years we will be killing two birds with one 

and imports of this feedstock expected to stone: on the one hand, we will be 

become costlier with the passage of time utilizing the excess (capacity in the 

(which apparently were the reasons coal industry, and on the other, we will 

for the union governments' reported be saving a good deal of foreign exchange 

PROFITABILirV OF SOMF FERTILIZER PLANTS 

Rama- Trombay Durga- 
Korba gundam expansion pur 


I. C'apacilv in terms of plant 
nutrients (’(XK) tonnes per 
annum) 


(a) Nitrogen 

228 

228 

229 

152 

(/>) p. o. 



124 


2. Capital outlay (Rscrores) 

72.06 

71.18 

52.02 

44.42 

3. Foreign exchange component. 
(Rs crorcs) 

20.20 

20.15 

24.6 

14.74 

4. Capital outlay per annual tonne 
of Nitrogen 

3150 

3150 

2300 

2920 

5. Estimated cost of production of 
Urea Rs tonne (excluding interest 
on loan and return on equity) 

354.5 

355 

' 326 

387.6 

6. Ex-woiks sales price of urea 
assumed 

580 

580 

580 

580 

7 Estimated return on total 
capital 

15.6 

15.85 

21.6 

20.10 

S. f'cedstock 

Coal 

Coal 

Naphtha 

Naphtha 



October 3.1969 

%hicb would have to be spent on 
importing other alternative feedstocks 
(naphtha and liquid ammonia) or 
finished fertilizers. 

But the economics of coal-based fer¬ 
tilizer plants today is such that utmost 
economy will have to be exercised in 
setting them up. Since 1952, when the 
Sindri project was put up with coal 
as feedstock, the fertilizer technology 
has undergone sea-change. Not only 
the scale of production has expanded 
vastly, but coal also, as feedstock, 
has gradually yielded place to naphtha. 
In the very near future, naphtha as well 
may become an uneconomical feed¬ 
stock; liquid ammonia may emerge as 
the most popular base for producing 
fertilizers. The considerations of the 
most economical feedstock, however, 
are not so rclavent in our case as they 
will be in a country attempting to 
export fertilizers. Our primary con¬ 
cern is to make available to our farmers 
adequate quantities of fertilizers at 
reasonable prices and to save foreign 
exchange to the maximum extent pos¬ 
sible. It is,^ therefore, enough for us 
if some projects arc able to yield just 
the bare minimum return on the invest¬ 
ment in them. 

The table on page 630 gives the assess¬ 
ment of the profitability of the Korba 
and the Ramagundam projects as 
adjudged in their feasibility reports 
prepared by the 1"CT some time Iasi 
year (of course, allowing for a suitable 
cost escalation due to the expected 
rise in the prices of equipment) vis-a-vis 
that of two naphtha-based projects at 
Trombay and Durgapur. Even if this 
assessment is taken at its face value, it 
is apparent that the two coal-bascd pro¬ 
jects will be only modestly profitable. 
But there are two facts that need to be 
noted in this regard. First, the above 
estimates assume some indirect subsi¬ 
dies to be provided; these include the 
availability of land from state govern¬ 
ments free of cost, exemption from 
electricity duty and sales tax on raw 
materials, etc. Secondly, the attempts 
being made to bring down the foreign 
exchange cost to just about SO per cent 
of the figures mentioned in this table 
will push up the capital costs. The 
pro^t^biUty pf the two projects, there- 
ftM. should be lower thap what the 
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estimates contained in this table 
envisage. 

The above should suggest that not 
only strict economy measures will have 
to be adopted in establishing the coal- 
based fertilizer units, but utmost care 
will also have to be exercised in running 
them lest their modest profitability 
turns into losses. 

But arc adequate precautions being 
taken in this regard? The insistence of 
the union government that assistance 
for setting up these projects should be 
secured to the extent possible from the 
Soviet Union indicates that economic 
considerations arc being subordinated 
to political bias. The process know¬ 
how to be used in these units is the 
West German gasification process. The 
Soviet Union does not have any exten¬ 
sive experience in this field. The only 
plausible reason for seeking assistance 
from the Soviet Union, therefore, is 
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the anxiety of the Government of 
India to strengthen economic and trade 
ties with that country. 

It may be argued that assistance from 
the non-rupee-payment countries may 
not be available in adequate quantities 
and on easy terms. But this should 
not pose an insurmountable hurdle. 
According to the latest assessment, 
the foreign exchange component in the 
cost of a coal-based fertilizer unit will 
be about Rs 10 crores. The annual 
turnover of each of the proposed plants 
being approximately Rs 33 crores, the 
entire foreign exchange expenditure can 
be reimbursed in about four months. 
It should, therefore, he worfhwhile 
to incur this expenditure out of our 
free foreign exchange resources. This 
will not only expedite the setting up 
of the proposed plants - the experience 
of the Kotah fertilizer project of Shri- 
ram Associates is an eloquent testimony 
to this—-but will also help in bringing 
down their capital cost. 
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ASIA AND THE UNITED NATIONS 

Dr a- appadorai 


IT is a measure of the generally shared 
feeling among our people that “the United 
Nations docs not count in national life” 
that explains the indifiercncc with which the 
agenda of the twenty-fourth regular ses¬ 
sion of the General Assembly has been 
treated by the press. A look at the ninety- 
six items on the agenda, however, showsj 
that, apart from routine items such as the 
consideration of reports by the various 
bodies like the Security Council and the 
Economic and Social Council, the election 
of members to various bodies such as the 
rnternational Court of Justice (in which 
incidentally, India is interested), there arc 
several items of direct or indirect inteicst 
to nations in Asia, e.g. the peaceful usc:> of 
atomic energy, the situation in the Midvilc 
East, general and complete disarmamenl, 
the Palestine Refugees, United Nations 
Capital Development Fund, the lole of the 
United Nations in training technical per¬ 
sonnel for the accelerated industriali/alion 
of the developing countries and the elimina¬ 
tion of all forms of religious intolerance. 
One item which calls for special mention 
is the celebration of the twenty-fifth anni¬ 
versary of the United Nations : it will be 
useful m this short article to have a bird’s 
eye view of how Asia looks at the inter¬ 
national organization. 

II 

When vve speak of ‘Asia’ as a whole, it 
is not implied that Asia is one unity or that 
liKTC aic no dirlcrcnce^ among the nations 
v.luch comprise this \asl continent; the 
dilfcrences arc there for all to see ■ Com- 
muni>t and non-CL»mmun'st states, aligned 
and non-aligned states and Hindu, Muslim 
anvl Buddhist peoples. But on two points 
the bulk of Asian nations are similar : they 
have been independent in recent times from 
colonial rule, and they are, hairing Japan, 
economically underdeveloped. Their basic 
aim is therefore clear; they want to consoli¬ 
date their independence and they want to 
improve the living standards of their people. 
The achievement of these two aims demands 
peace not only in Asia but in the world. 
They would, therefore, stress the functions 
of the United Nations in respect of (1) 
pacific seiilemcni of international disputes, 
the politics of reconciliation — as distinct 


from its collective security functions, and 
(2) the economic development of under¬ 
developed countries. 

Ill 

The key to the collective security func¬ 
tions of the United Nations under the 
Charter is the assumption held in 1945 that 
there would be continuing unanimity on 
fundamental world issues among the five 
permanent members of the Security Coun¬ 
cil who were given the veto power. We 
know that this hope has been falsified, and 
that there has been a division of the world 
into two blocs with an uncommitted group, 
so to say, between them. 

When the Security Council was immobi¬ 
lized by the veto, an attempt was made 
to emphasize the collective security func¬ 
tions of the UN through the General 
Assembly under the Uniting for Peace 
resolution in 1950. Under that resolution, 
ihc General Assembly assumed power to 
itself to act “if the Security Council, be¬ 
cause of lack of unanimity of the permanent 
members, fails to exercise its primary 
responsibility for the maintenance of inter¬ 
national peace and security in any case 
where there appears to he a threat to the 
[Tcacc, breach of the peace or act of aggres¬ 
sion”. TItc criticism that this is a usurpa¬ 
tion by the General Assembly of a power 
conterred on the Security Council is in¬ 
correct : The General Assembly has been 
giNCn some responsibility by the Chaitcr 
for the m.iintonancc of international peace, 
and, under that provision, it would dearly 
iioi be illegal for the Assembly to make 
recommendations authorised by the Uniting 
for Peace resolution. 

Fhe resolution is politically unwise 
because, under the Uniting for Peace 
resolution, it is possible for the United 
Nations to undertake enforcement action 
even though there is no unanimity 
among the Big Five; more, it could 
undertake enforcement action even against 
one of the Big Five. It is difficult under the 
C’harter to think of a military action spon¬ 
sored by the United Nations against a 
permanent member of the Security Council 
if any one of them is an aggressor, since 
each can invoke the veto in the Security 
Council, but the Uniting for Peace reso- 
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lution, passed by the General Assembly, 
substantially alters this position. It is signi¬ 
ficant that India and Indonesia did not 
support the resolution. 

Asia has also supported what Dag 
Hammarskjold has happily termed “the 
United Nations presence” at trouble spots 
which opens out new possibilities for 
United Nations action in resolving inter¬ 
national disputes or at any rate in lessening 
international tensions. In a remarkable 
address* to the Indian Council of World 
Affairs, New Delhi, on March 19, 1959 
Dag Hammarskjold outlined three or four 
instances — the Gaza strip and the Leba¬ 
nese crisis for instance, in which the United 
Nations helped in the diplomacy of re¬ 
conciliation, and in my view such initia¬ 
tive on the part of the Secretary General 
is extremely valuable and will develop the 
capacity of the organization to fulfil the 
purposes and principles of the Charter. 

In 1956-57 after the outbreak of hostili¬ 
ties in Egypt, the General Assembly autho¬ 
rised the Secretary General immediately to 
obtain compliance of the withdrawal of fore¬ 
ign forces and he was requested ip submit a 
plan for a United Nations force to “secure 
and supervise the cessation of hostilities” 
and subsequently he was instructed to take 
all neccssaiy administrative and exo utivc 
action to organise this force and dispatch 
it to Egypt. It is well known that the 
UNEF was performing a most useful func¬ 
tion in keeping the peace until it was wiih- 
dravsn in 1967; the fact that it was consti¬ 
tuted largely of contingents from the smaller 
and uncommitted nations was of special 
significance in keeping it out of cold war 
politics. 

Operation of Reconciliation 

The despatch of the UNEF to Egypt 
was taken not under Charter VII (of 
the pacific settlement of internalional 
disputes) : the force was organized on the 
assumption tliat the contingents and the 
force “would not have any further tasks 
than those which were necessary in order 
to support an operation of reconciliation*’, 
and especially they would not be a fighting 
force. In Hammarskjold’s own estimate, 
the UN Emergency Forte “has been politi¬ 
cally and technically a success”, a judgment 
w^hich is completely borne out by its conti¬ 
nuance and work since 1959. 

A second instance of the diplomacy of 
reconciliation, somewhat different from the 

* Unpublished^ text of the address availabie 
with the Ihdian Council of World 
New Delhi. 
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SIrtp Is supplied by the despatch 
of ais^ obervatioo group to the Lebanon in 
1958, so as to ensure that there was no in¬ 
filtration of personnel or supply of arms or 
other material across the Lebanese borders 
to either of the contending parties in the 
civil war. 

The task here was entirely different from 
the one in the Qaza Strip. Tt required a kind 
of military unit with very few men on the 
line, a very great number of qualified 
officers and senior officers, very considerable 
equipment such as aeroplanes, helicopters, 
jeeps and so on. The second complication 
was more serious. There is a firm rule in 
the UN Charter that the UN cannot inter¬ 
vene in domestic conflicts; and to become a 
party to the conflicts in the sense that the 
United Nations by its presence supported 
either the government or the opposition 
was a complication to be avoided. Hence 
the sending to the Lebanon of an observa¬ 
tion group of three highly qualified civilians 
with some five hundred military and civil 
officials to assist them. 

Successful Device 

A third example of United Nations pre¬ 
sence is supplied by the despatch by the 
Secretary General of a special representa¬ 
tive of the Secretary General to Jordan in 
1958, after a complaint had been submitted 
by Jordan of interference in its domestic 
affairs by the United Arab Republic; it was 
“eyes and ears’’ on the spot and Mule else. 
It is sufficient for the purposes of this ana¬ 
lysis that the device was quite successful 
in achieving the end desired. 

Lastly towards the end of 1958 Cambodia 
and Thailand became involved in certain 
border difficulties which led to a suspension 
of diplomatic relations between the two 
countries. The two governments invited 
the Secretary General to send a special 
representative to assist them in their 
efforts to overcome the difficulties that had 
arisen. With the help of the good offices 
of the representative sent to the area, 
diplomatic relations between Cambodia and 
Thailand were resumed and the way found 
to a genera] improvement of the relations 
between the two countries. 

IV 

As important as the pacific settlement of 
international disputes is the promotion of 
interaational economic and social co¬ 
operation : to put it more directly, to use all 
ihc resources that the oi^nization can pool 


fiASfBRN 

together to (a) promote the economic 
development of the less-deveJoped countries, 
and (b) help the attainment by all people 
of the highest possible level of health and 
education. The discussions in the Economic 
and Social Council, the various specialised 
agencies like the FAO, the WHO and the 
UNESCO and the regional and the func¬ 
tional commissions clearly show that the 
Asian and African nations attach particu¬ 
lar value to the twin tasks of an economic 
and social character mentioned above. 
These countries, which have recently 
emerged as “developing” countries with full 
political sovereignty and control over their 
economic destiny, point to one significant 
but commonplace consideration; it has 
been demonstrated by the work of the UN 
agencies themselves and of others that 
scientific and technological developments 
have now made it possible to eradicate 


THE National Labour Commission has 
produced a competent and comprehensive 
report on various aspects of industrial 
relations. Many of its recommendations 
have been conceived realistically. Dr 
Gajcndragadkar, the chairman of the 
Commission, has expressed the hope that 
the report would furnish rational guidelines 
for the country's industrial development 
in the next twenty-five years. That would 
depend on the extent to which the govcin- 
ment, industry and labour sincerely imple¬ 
ment its major proposals. Since the attain¬ 
ment of Independence, industrial relations 
in our country have suffered from chronic 
chaos, leading to constant conflicts between 
industry and labour and causing colossal 
loss in production. It is time, therefore, 
that some system of order and discipline 
is evolved and enforced in the sphere of 
industrial relations so that our develop¬ 
ment programmes can be implemented 
smoothy. 

The report understandably is bound to 
create countroversy in certain respects. 
Even so, it could effectively contribute to 
an improvement in industrial relations 
provided there is an earnest attempt on 
the part of all concerned to give a fair 
trial to the machinery suggested by the 
Commission. For instance, what is going 


poverty, and to raise the levels of education 
and health all round. If the advanced 
countries are able to devote even one per 
cent of their national income to aid econo¬ 
mic and social development in the less- 
developed countries as against the 30 to 50 
per cent they spend on their armaments, 
the resulting progress would be phenomenal. 
The argument for disarmament is clear 
enough. 

It will be correct to say that the United 
Nations has realized the need to do its best 
for promoting economic and social develop¬ 
ment ; the work of the International Bank 
for Reconstruction and Development 
and its affiliates, the International Finance 
Corporation, and the United Nations 
Capital Fund, the World Health Organizia- 
tion and the UNESCO, testifies to this 
realization, though much more remains to 
be done. 


to be the attitude of the Government of 
West Bengal to ghcraos? The Commission 
has condemned this technique as being 
harmful lo the interests of the working 
class itself. It has observed that gheraos 
cannot be treated as a form of industrial 
protest since they involve physical coercion 
rather than economic pressure. The Com¬ 
mission says that “in the long run” gheraos 
miy affect national interest. But even in 
the very short run, ghcraos have had an 
adverse impact on the economy of West 
Bengal. Unless therefore the government 
and the trade unions, in West Bengal in 
particular, decide to eschew such gruesome 
tactics as gherao, the machinery as pro¬ 
posed by the National Labour Commission 
will have little chance of success either 
in this state or in other parts of the country. 

The Commission ha.s proposed industrial 
relations Commissions (IRC) at the central 
and state levels, endowed with quasi¬ 
judicial functions. The IRC’s strength 
is not to exceed seven members and its 
chairman is to be appointed in consultation 
with the Chief Justice of India and the 
Chairman of the Union Public Service 
Commission. The chairmen of the IRCs 
in the states are to be appointed by the 
chief justices of the high courts and the 
heads of the public service commissions 
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The IRCs will have an equal number of 
judicial and non-judioial members, the 
latter to be drawn from labour, manage* 
ment or industry. The IRCs will have 
separate*wings to deal with mediation and 
conciliation, adjudication, and recognition 
of trade unions. Beside?, there will be 
standing labour courts in states independent 
of executive authority. Employers have 
welcomed the proposal to set up the IRCs 
and the labour courts in the hope that 
these will help to reduce political inter¬ 
ference and strengthen the process of col¬ 
lective bargaining. But it remains to be 
seen how far the trade unions will actively 
co-operate with the implementation of 
these proposals. 

Abuses and Anomallas 

The Commission has noted the various 
abuses and anomalies that exist in the 
functioning of trade unions, such as their 
predominantly political bias, the undue 
influence of outsiders, the frequent and 
fierce rivalry among themselves, their 
excessive emphasis on the rights of workers 
without reminding them of their respon¬ 
sibilities, and their unreasonable opposition 
to measures for rationalisation and imp¬ 
rovement of productivity. The Commission 
has recommended compulsory recognition 
of trade unions in undertakings employing 
100 or more workers and in which the 
capital invested exceeds a certain limit. 
The representative character of the union 
is to be decided by ballot or verification 
at the discretion of the IRCs. Other 
proposals to strengthen the trade unions 
include raising the minimum number 
required for forming a union, increasing 
the minimum membership fee and reduction 
in the number of outsiders. These sugges¬ 
tions seem sensible. But will they be 
really carried out elTcctivcIy? The so-called 
outsiders who dominate the trade unions 
are mostly members of Parliament or 
stale assmcblies and in some cases as in 
West Bengal they also hold important posts 
in the cabinets. What possibility is there 
of the influence of such outsiders being 
reduced or removed from the trade unions? 

The Commission has recognised the 
validity and relevance of strikes and lock¬ 
outs in certain circumstances. Parliament 
is to indicate the essential industries where 
there will be no right to strike or lock-out. 
Disputes in these industries will be referred 
to compulsory adjudication. In non- essen¬ 
tial industries, a limit of 30 days has been 
placed on the duration of the strike or 


lock-out at the end of whic^ the machinery 
for adjudication would intervene. The 
Commission has also proposed a compul¬ 
sory strike notice and a strike ballot open 
to all members of the union. Representa¬ 
tives of some trade union organisations are 
reported to have expressed disagreement 
with this provision and regretted that even 
token strikes and sympathetic strikes have 
not been exempted from these obligations. 

Apart from this objection, it is pertinent 
to ask what will happen if a strike docs 
take place even in those industries declared 
essential by Parliament? We have seen 
many instances where even the senior staff 
have struck work on flimsy grounds in vital 
industries like airlines and ports and the 
government has just looked on helplessly. 
Whatever the labour commission may 
say or Parliament may do, workers even in 
essential services are unlikely to refrain 
from strike so long as they arc sure that 
mass difiance will be ultimately condoned 
by the government. 

Need-Based Wage 

The Commission has recognised the 
claim of workers to a need-based wage but 
has suggested that it should be linked to the 
capacity to pay. This principle is sound 
but its implementation is not going to be 
easy. How exactly is the industry’s capacity 
to pay to be decided? In the recent jute 
.strike, for instance, the industry maintained 
that it was unable to pay higher wages 
because of the sharp erosion in its profits 
caused by the steep fall in exports. Never¬ 
theless, the industry had to agree because of 
tremendous political pressure to give 
higher wages. The situation in the jute 
industry today is that unless the govern¬ 
ment offers substantial relief in export 
and excise duties and also provides the 
mills with adequate and prompt credit, 
there is likelihood of closure of some of 
them by the end of this year. In the tea 
strike which caused large and unnecessary 
loss in production, the capacity to pay was 
given little importance. Die government 
and the trade unions seem to think that 
somehow or the other industry will be able 
to find the extra money required to 
pay the extia wages if only powerful 
and persistent pressure is brought on the 
employers. 

The Commission has favoured the reten¬ 
tion of the scheme of wage boards and has 
recommended statutory enfor^ment of 
their award. ' The wage boards have so far 
concentrated attention on compensating 


the’workers for the rise ra thft co$t(rf1iVtor 
but have given inadequate imiMHiancB t& 
the impact of higher wages on 
vity. It has been offlcially estimated tha^ 
labour costs constitute about 45 per cent 
of the cost of production in coal mines,. 
42 per cent in limestone mines^ 42 per cent 
in dolomite mines, 23 per cent in cotton 
mills, 19 per cent in jute mills, 14 per cent 
in iron and steel industry, and 11 per cent 
in sugar and fertilisers. In conceding 
further wages therefore the boards should 
also consider the question of productivity.^ 

The Commission has suggested that 
there should be no artificial Vestraints on 
the rights of workers and employees in the 
public sector including those in the depart-^ 
mental sector. They also are to enjoy the 
same rights as those in the private sector. 
It is however important to ensure effective 
discipline in the public sector. If the 
giant projects in the public sector like those 
at Ranchi and Durgapur have not been 
able to operate with reasonable efficiency 
it is largely because of the gross indiscipline 
caused by militant unions. How is this 
trend going to be checked? The Adminis¬ 
trative Reforms Commission has suggested 
that the public enterprises should serve as 
model employers but at the same time has 
warned that they should not interpret this 
concept to mean ’’an approach so paternal 
as to overlook indifferent work and incidents 
of indiscipline”. 

Wise Recommendations 

The Labour Commission has made some 
wise recommendations in regard to the 
preference to the sons of the soil and 
reduction in the number of holidays. But 
its proposals seem unlikely to find favour 
with the state governments. The sons-of- 
thc-soi! principle is practised rigidly by the 
very states which arc economically back¬ 
ward and therefore need capital and labour 
from other parts of the country. Bihar and 
Orissa, for instance, confine fiscal and other 
incentives to those entrepreneurs who 
agree to employ only local labour. As 
regards the number of holidays, some 
states such as West Bengal .seem to act on 
the principle “The more, the merrier”. 
In West Bengal there arc 21 holidays in 
a year under the Negotiable Instruments 
Act compared to 16 or 17 in other states. 
In addition, factories in West Bengal are 
closed frequently because of “bafldhs” 
organised on trivial grounds. 

Dr Gaj^dragadkar and his colleagues 
on the Commission deserve to be compli- 
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mentcd on producing a valuable and 
voluminous report on labour problems. 
But their labour will go in vain unless 


FEW reports of the commissions set up 
by the government in recent years have 
aroused such controversy and criticism 
as the recent report of the one-man com¬ 
mission consisting of Mr B. N. Gokhalc, 
a retired judge of the Bombay High Court, 
on job security in the three oil marketing 
companies. While the findings and recom¬ 
mendations have been welcomed by the 
employees on the whole, a section of them 
has expressed fear that the recommenda¬ 
tions may be watered down by the gov¬ 
ernment, while another section is agita¬ 
ting that, as the oil marketing companies 
have no future in India, nationalisation 
is the only remedy. This last suggestion 
is, from the point of labour alone, more 
shrewd or farsighted, as it is known that 
if the companies arc nationalised, govern¬ 
ment can be trusted and pressurised not to 
get rid of surplus stall in these companies. 

The National Labour Commission has in 
its report noted and animadverted on this 
tendency in the public sector. The reac¬ 
tions of employers to the Ciokhale Com¬ 
mission report do not need to be mentioned, 
but impartial Indian opinion, having no 
brief for these foreign oil companies, has 
been highly critical of the findings and 
recommendations. Lor example, the F/- 
nancial Express roundly says that it is un¬ 
fortunate that the Commission has chosen 
to “heavily load its report in favour of 
labour instead of holding (he scales even 
between the labour and management”, 
while the Economic Times* editorial on the 
main findings and recommendations is 
equally critical, though in milder language. 

Faulty Procadure 

The Gokhalc Commission holds that the 
ctirly voluntary retirement schemes to get 
rid of surplus staff were not just and proper 
because on occasions they were not notified 
and there were instances when resignations 
were obtained under pressure and there 
was scope for di.scrimination. This find¬ 
ing is based on a few affidavits on which 
the other party had no opportunity to 
cross examine. The Commission is not to 
be blamed for this as the parties had agreed 
00 the procedure that the Commission may 
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the political parties and the trade unions 
make sincere attempts to place the country’s 
industrial relations on sound footing. 


give its finding on the basis of only affida¬ 
vits, documents and arguments. If cross- 
examination had been resorted to, the 
report which took the Commission about 
21 months might perhaps have taken years 
and meant colossal expenditure to the 
companies in litigation. 

If the applications for retirement were 
made under fear of retrenchment of surplus 
staff, as alleged, it cannot be said that they 
were made under pressure. If the retire¬ 
ments were under pressure or discriminatory 
they could have been successfully challen¬ 
ged under the existing machinery for settl¬ 
ing industrial disputes. The reasons given 
by the Commission for holding the schemes 
to be not just and proper are completely 
outweighed, if not nullified, by certain 
undisputed facts and the admissions in the 
report itself. The voluntary retirement 
schemes had been modified since 1966, 
to meet the objections of the unions, by 
providing for a waiting period of 30 days 
after a workman made an application to be 
allowed to retire voluntarily, during which 
period he could withdraw without giving 
reasons (so that he had an opportunity 
to take legal advice or consult his union 
if desired). This important safeguard 
placed as evidence before the Commission 
is not referred to by it w'liile giving reasons 
for its conclusions. 

Liberal Com|iiinsatUn 

The compensation provided, though ini¬ 
tially not liberal, was, as pointed out by 
the Commission, four times the retrench¬ 
ment compensation in a liable under the 
T D Act. Further the Commission admits 
that in the plans and schemes for dealing 
with surplus staff the companies had not 
acted against any provisions of law-, includ¬ 
ing section 9A of the Industrial Disputes 
Act. The Commission admits that the 
evidence led by the companies established 
tliai there has been an adverse impact 
on them due to the growth of the Indian 
Oil Corporation, the commissioning of the 
inland public sector refineries, the product 
pipelines and stringent ptice controi intro¬ 
duced by the government, to which the 
companies attributed the main reasons for 
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surplus generation. Further the Commis¬ 
sion observes that the plans were not 
just and proper because the implementation 
was left to the supcrvi.sory staff who were 
sometimes associated by higher officers. 
Is it suggested that every application 
for voluntary retirement should have been 
dealt with by the general manager? 

That in a number of cases the retirement 
schemes were accepted by the powerful 
unions in their long-term settlements dur¬ 
ing the proceedings of the Commission is on 
strong ground for rejecting the hypothesis 
that the schemes were not just and proper, 
but the Commission glosses over this very 
vital fact by the singular argument that 
they were accepted as a result of agree¬ 
ments! (sec paragraph 16.35 of the report). 
The conclusion of the Commission that 
the voluntary retirement plans in the indus¬ 
try were not ju.st and proper is therefore 
open to criticism as perverse. But there is 
no provision for any appeal against the 
finding of a commiss on. 

Major Recommandation 

The major recommendation of the Com¬ 
mission that a director for job security 
should be appointed by the government in 
each of the companies for deciding every 
application for voluntary retirement by the 
workers and every application by the 
companies to retrench or dismiss a work¬ 
man is extraordinary and unjustifiable in 
principle. The existing industrial law' and 
procedure already provides adequate re¬ 
medies against any improper retrenchment 
or compulsory retirement or dismissal. 
SliJI more unfair is the proposal that the 
expenditure of this officer and of the asses¬ 
sors to assist him should be borne by the 
companies. The proposals involve a seri¬ 
ous departure from the settled substantive 
industrial law in regard to these matteis. 
Besides the Commission itself refers to as 
‘‘the admitted position that the oil compa¬ 
nies can in no circumstances guarantee job 
security because of declining stage of their 
trade owing to the expansion of the IOC 
and public sector companies in oil.” 

The Commission has admitted that “it is 
well settled that it is for the management 
to decide upon the strength of its manpower 
requirements for the efficient running of 
the organisation. That necessarily implies 
the determination of surplus w'orkmen in 
the absence of an agreement to the con¬ 
trary, subject to any industrial dispute 
being i ai.sed under the ID Act in the case of 
retrenchment or otherwise, is essentially 
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a management function. The model 
agreement (on rationalisation) does not 
contain anything to support the contention 
of the unions that they should be associa¬ 
ted in the ascertainment of surpluses." 
And yet the Comm is .ion proposes a serious 
inroad on the existing substantive law 
(which would be a thin end of the wedge 
for the introduction of such devices in 
other industries also) and thus unreasonably 
fetters the existing right of employers 
reasonably to reduce surplus staff, subject 
of course to an industrial dispute being 
raised before a tribunal to L\»nsicier whether 
the jcfrenchmcnt was for proper leasons. 

It is neither in the interests of industry 
and the community iv^r the long-term inter¬ 
ests of promoting productive employment 
that surplus labour should be maintained at 
all costs. In this case it appears that the 
unions did not want the disputes regarding 
alleged unfair schemes or about alleged 
rciiicments under picssuic oi discrimina¬ 
tion to be rcfeircd to adjudication as they 
must have knovsn full well that they Iiad 
little chance in adjudic ifion, under the 
existing law, and piefcrrcd to picssinisc 
the government to appoini the one-man 
commissi(’*n. 

The report of the Coinnussion is to be 
considered bj a tripaititc meeting 
at the Labour Ministiy: it is hoped 
that the serious inlirmitJc.^ in the tepoit 


INTLKNATIONAL opinion on what to 
do l‘>cst to set the financial world in hettcr 
ordei continued to diller as much as cvci 
on the eve of the Inleinational Monetary 
Lund's meeting. Advocates of movcahle 
exchange values appealed (o be in the 
minority and to vaiy in firmness of support. 
The Italians seem to be the most con¬ 
vinced of the effectiveness of the solution, 
the Americans less surely so. The Liritish 
.seem to have made up theii minds to oppose 
the idea and to join the French in opposi¬ 
tion. The West CjCi man.s, who had Ihcir 
election the day befoic the IMF meeting, 
give general support with considerable 
reservations. 

How strongly the idea of moveable 
exchange values, known in one of its mani¬ 
festations as the ‘‘crawling ixjg*\ will be 
prcs.scd at the Washington conference 
tecomes more uncertain. The US Treasury 
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and recommendations will be borne In 
mind in this meeting. While the hard¬ 
ship to labour on account of reduction of 
surplus staff needs lo be appreciated, There 
are other ways in which such hardship 
can be reduced by appropriate plans fuch 
as arc referred to by the study group of 
the National Labour Commission on 
employment or the National Labour 
C'ommission itself. 

A word might be added about the futility 
of appointing commissions to go into par¬ 
ticular industrial disputes as in this case. 
The Gokhalc C ommission look 21 months 
to report in which 45 days were taken by 
one union leader lo argue the employces's 
case. The total number of days taken by 
the three unions for argument was 150, 
involving a gical deal of repetition. Ft is 
undeistandable that no union wants lo be 
outdone by the other. The expenditure 
on the proceedings to the government and 
to the companies, having to keep counsel 
present for all this period, may well be 
imagined. It is hoped that no such pro¬ 
cedure will be jcsortcd to by the govcniment 
in fiiluro Coi the settlement of an industiial 
dispute. The National Labour C’ommission 
has rightly recommended that there should 
be a shift fiom the present emphasis on 
government iiitci*venlion to collective bar- 
y.aining. 


is unhkcl> lo venture far along the road 
of financial ladicalism against fairly strong¬ 
ly united I uropean opinion in opposition. 
If liie French had tlicir way the idea 
would be turned down light away. The 
Biitish aie unlikely to support anything 
more definite than academic consideration 
of the pii^postil. As the idea has al¬ 
ready been talked fairly thtcadbarc there 
cannot be much more for the financial 
academics to do. 

The British, as represented by the Go¬ 
vernor of the Bank of England, take the 
attitude that contemporary financial ills 
arc the result of crirxjs in banking digestive 
.systems rather than an expression of 
economic warfare, restrictionism or de¬ 
flation. They rightly point to a marked 
growth in international financial co-opera¬ 
tion, but politely omit to point out that 
the co-operation has been achieved largely 
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as a result of American he|pfiilne$s and 
strong British advocacy against outright 
French opposition and uncertainty in 
West Germany. 

The French have not lessened their 
opposition even though, reluctantly, they 
have concurred in the activation of Special 
Drawing Rights which signally help to 
lessen the difficulties caused by tightening 
international liquidity. 

In this month’s edition of The Banker 
the French economist, M, Jaques RuelT, 
return.s to the attack on the.sc Drawing 
Rights, criticizing them as*“an inadequate 
solution to the fundamental problem of 
the international monetary system.” He 
argues that the expedient “will worsen 
the disorders of (he balance of 
payments, the rise in interest rales and 
the flight from money assets.’* Heelings 
to the solution—“the concrete, proven 
.solution”, he calls* it - of raising the pricc^ 
of gold. 

Fundamental Difference 

The fundaincnhil differenceJn points of 
view n the financial world—a world, 
probably fortunately, innately conserva¬ 
tive and cautious is whether, when a 
country's payments position is in funda- 
metUnl disequilibrium, to change the par 
value of its currency or make it flexible 
or wl>cther to slick to a system whore the 
basic solidity of currency is somcibing 
earned and not a credit allocated. The 
French attitude is that gold, c^btained by 
being mined from the earth or earned by 
successful surplus trading, is a value earn¬ 
ed whereas Special Drawing Rights are an 
asset created only at the discretion of the 
International Monetary Fund and are 
only allocated and not earned at all. The 
French fear that, for a country whose gold 
viiid foreign currency reserves have fallen 
below the permissible level, Special Drawl¬ 
ing Rights are little better than living on 
an unredeemable credit and deceptively 
dangerous. 

To the more old-fashioned thinkers 
the French arc on the right lines —quite 
simply, that it is highly dangerous to Jive 
on a credit which is at the discretion of 
others, to spend more than one has and 
that, if means are short, living must be 
correspondingly restricted. Those coun¬ 
tries using Special Drawing Rights will, 
in the French view, be living on a gift. 
Countries accepting Special Drawing Rights 


“Crawling Peg” : Lukewarm Support 

e. B. BROOK 



<ictobtt3, m9 

•as paymmts will be exchanging their 
national currency for nothing mure than 
artificial assets. 

The French and other conservatives 
would prefer to see money claims being 
rqpaid in gold rather than in artificial 
assets and, quite bluntly, every country 
once again being obliged to pay for its 
keep. 

This, naturally, is an inflexible attitude 
that finds no favour in countries with 
unfavourable and long-standing imbalances 
in foreign exchange payments. These pre¬ 
fer to err on the side of experiment rather 
than of caution. They resent the attitude 
that regards national currencies as a viri¬ 
lity symbol and see some further salvation 
in the proposal for moveable exchange 
values. They overlook the fact that move¬ 
able exchange values may move cither 
way and more suddenly and more expen¬ 
sively than they do at present. These 
countries find hope in the latest Interna¬ 
tional Monetary Fund annual report which 
calls for continuing study of “greater 
flexibility in the adjustment of exchange 
rates or of par values”, though the IMF 
carefully adds ^ that “any changes that 
might be made should preserve the essen¬ 
tial characteristics of the par value 
system.” 

The advocates of experiment can, and 
do, point to the value of earlier world 
monetary reforms—the Bretton Woods 


NATIONAL integration in our country 
is usually conceived more in political 
language than in economic sense. A 
number of committees have been set up 
to go into the problem and suggest suit¬ 
able measures to improve and consolidate 
national integration. Not many have ap¬ 
preciated the real implication that is under¬ 
lying the concept of national integration. 
In spite of a plethora of deliberations that 
have been debated upon and bandied about 
at the national as well as regional levels, 
no signifleant result has been achieved, 
for the simple reason that the real and 
basic bottleneck, which is neither cul¬ 
tural nor emotional but economic, has not 
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Articles of Agreement and the recent 
Special Drawing Rights. They support 
flexibility against the rigidity of those who 
seek what they consider to be solid value 
for money. The conservatives recall that 
floating exchange rales are no new idea— 
they were tried before the last war in the 
troubled thirties when competitive dep¬ 
reciations, rampant economic nationalism 
and overall uncertainty proved too much 
for markets to handle. 

Except for the diehards of the financial 
world there is fairly general agreement that 
increasingly sophisticated and far-reaching 
co-operation in international finance is 
essential. The basic problem is a shortage 
of acceptable international liquidity; 
it is a problem not only for individual 
countries but for all countries taken 
together. If there is no increase in reserves 
the ratio may fall to an almost un-> 
manageably difficult low rate within six 
or seven years. 

It is this prospect that the Special 
Drawing Rights helps to hold at bay: 
whether the further aid of more flexible 
exchange rates is not too facile to be safe 
in view of experiences three decades ago 
is a consideration that may give the IMF 
at Washington some pause. The most 
certain indications are that those with 
international financial responsibilities will 
be in no hurry to inuke more radical 
changes until they arc much more certain 
than they are at present of the possible 
outcomes. 


been tackled. Ultimately, the problem 
could be solved only against a strong 
economic background. In this article an 
attempt is made to explore ways by which 
we could reach the goal of national integra¬ 
tion by means of accelerated economic 
progress. 

When hundreds and thousands of our 
people are either at subsistence or even be¬ 
low subsistence levels, it is futile to expect 
of them to think in terms of larger interests 
of the nation. It is u hard fact that a per¬ 
son whose minimum needs are not fulfilled, 
will not have any stake in national integra¬ 
tion. Unless the basic needs of our popu¬ 



lation are met it is not possible to expect of 
them to make any substantial contribu¬ 
tion to the economic uplift of the country. 
A review of the throe five-year Plans would 
enable us to appreciate whether we have 
been moving in the right direction or not. 

Our country is wedded to the democratic 
type of planning, and it has given ample 
scope for private enterprise apart from the 
expansion of the relatively small public ssec 
tor. Also, we have accepted the principle of 
federalism rather than the unitary central 
government. Within this broad framework, 
planning is conceived on the lines of the 
Soviet type of economic development. Maha- 
lanobian model was the basis for our second 
Plan as well as the third Plan. More or less 
the same type of strategy has been accepted 
for the fomth Plan, which is now being 
hammered out by the Planning Commission 
as well as the union cabinet. Against this 
broad canvas, the economic variables that 
have been studied and calculated are based 
on the Harrod and Domar growth model, 
which says that 

g s ^ Where g stands for rate of growth 
s stands for rate of saving 
e Output-Capital ratio 
(Y/K) 

The implication of the above model 
is that given the capital-output ratio, g 
could be boi^slcd up if savings-ratio to 
national income is stimulated. Or given 
the savings ratio, g could be stimulated if 
the ratio of capital-output is brought down, 
as has been suggested by UN experts. 

This looks so easy but actually econo¬ 
mic development is not that simple and is 
full of bottlenecks. This model might have 
proved sound for developed economies, 
but certainly it is not going to prove useful 
to a developing economy such as ours. 
No economic variable is independent from 
that of the other. All are not only mutually 
dependent but one influences the other. 
Hence, this is not going to solve our 
problems. 

It is not only the level of investment 
which is imix>rtant for the country’s eco¬ 
nomic development, the pattern of invest¬ 
ment is more significant. The overall 
strategy and other relevant techniques that 
we choose will have far-reaching effects 
on the overall economic growth. If it is 
so, there is no use in harping upon the 
Soviet-type of techniques, whether in the 
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agricultural sector or the industrial sector. 
Such factors as land-man ratio, capital- 
output ratio, capital stocks, technical 
know-how, skills, etc., on the Indian 
economy arc entirely disparate from that 
of the Soviets. Tractorisation and 
mechanisation of So\ let agricultural sector 
is very essential because of its relatively 
sparse population and vast tracks of land. 
Whereas in India it is the other way round. 
Wholesale mechanisation of the agricultural 
sector would definitely lead to large-scale 
unemployment, which is already bristling 
with under-employment as well as disguised 
unemployment. It docs not mean that we 
should not go in for belter and improved 
techniques. We should, on the other hand, 
encourage the use of such improved techni¬ 
ques as the steel-plough and the hand- 
operated power-tiller. This can be better 
understood from the diagram given K'low, 
wherein all the techniques arc arrayed. 


-_ 1 _ 

WirKiNO O r r 




On X and Y axes, capital and output per 
man in terms of labour unitsare measured. 
This production function depicts dilTcrent 
techniques with corresponding values of 
O/L and K/L. Wooden-plough technique 
could be identified with a technique lying 
below that of V technique. Steel-plough 
could be represented by v technique, and 5 
with that of Jiand-opcraled power- 
lillcr, and so on. oc technique could be iden¬ 
tified with a combined-harvester. At highci 
levels, the degree of mechanisation in¬ 
creases, leading to a decline in the produc¬ 
tivity of capital viz., (O/K), This could 
be seen from the above diagram. Oiitpiii/ 
capital—slope of the radius vector OA. 

.AC O/L 

This IS given by the ^ ^ rrr O/K 

(Productivity of capital). Hence the tractor 
strategy is inadvisable not only because 
it leads to a decrease in productivity of 
capital, but also against the background 
of the shortage of capita I in our counti*y. 

Mixed Economy 

In the context of conditions obtaining 
in our country a mixed type of plan stra¬ 
tegy could be visualised as an appropriate 
optimum technique. In India, the Perspec¬ 
tive Planning Division of the Planning 


Commission seems to have got only one 
strategy.* In order to work out the optimal 
strategy, we should balance the advantages 
of different types of strategies, as well as 
sub-economics to find out the most suitable 
for us. There could be at least six processes 
which are given as under;* 


(DC, PJ-^C Where, 

(2) C, P1->P!. 

(3) C, Tr->C 

(4) C, H->Tr 

(5) C, 11->H. 

(6) c->ir 


C stands for com 
viz., for con¬ 
sumption. 

Pi plough — an 
indigenous type 
of capital. 

Tr. tractor. 

H Heavy machi¬ 
nery or capital 
produced either 
with modern 
techniques or 
with indigenous 
techniques, .such 
as constructing 
an irrigation pro¬ 
ject with spades, 
baskets, etc. 


All these processes could be distributed 
into different sub-economics. I hcy could 
be as follows:— 

(i) Stih-ccotwmy 'A' with processes I and 2. 

C, PI->C 

c, PI——>.P1 

(ii) Sub-ecomnny 'B' with 1, 2 ami 6 processes 

C, PI->C 

C’, PJ- >PL 

C ->H 


(iii) Sub-economy ‘C’ with 1,2 and5 processes 

C, PI- >C 

C, PI- >P\ 

C, H->H 


(iv) Sub-economy with 3,4 and 5 processes 

C, Tr- >Q 

C, H->Tr 

C, H- >H 

(v) Sub-economy "E" with 3,4, and6processes 

C, Tr- >C 

C, H- '/Tr 

C- 

All the sub-economies arc self-sufficient 
with steady rates of growth. All the sub- 
economics have got their owm unique rates 
of growth. The planner should use his 
discretion to make a judicious combination 
after taking into consideration the prevail¬ 
ing conditions of the country, such as 
factor endowments, relative scarcity or 
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abundance of various productive Ihctbrs,. 
advantages in the field of international 
trade, etc. It is only then that one would 
be able to reach the ultimate objective of 
the Golden Age.* 

A casual look at various sub-economies 
will reveal that sub-economy ‘C’ gives the 
highest rate of growth at full capacity. 
In sub-economy agricultural revolution 
takes place at a fast rate because the rate of 
growth would be very high in it. Sub¬ 
economy *D* is the highly mechanised one 
for there is no place for the plough in 
it but the rate of growth in it would bo 
slower, as we have already seen that the 
productivity of capital when it is intensively 
used diminishes. 

Then which is the best type of sub- 
cconomy for us? Planners will have to 
look at the whole economy and choo.se the 
optimum strategy. Necessary fiscal and 
monctaiy measures will have to be devised 
for this purpose. From India’s point of ' 
view processes 3 and 4 (which could be 
called as light strategy) should be rejected, 
and the remaining processes should be 
appropriately utilised. Under this type of 
heavy strategy, one makes use of not only 
mechanised processes to produce heavy 
equipment and plant, but gives enough 
scope to indigenous techniques and talent. 
All this would ensure steady and non- 
intlationary economic development, since 
all the sectors would grow at a balanced 
rate. 

The root of all troubles of our nation 
can ultimately be traced to economic 
backwardness. Once we attain a high rate 
of economic growth which enables all our 
people to enjoy a reasonable standard of 
living, all the fissiparous tendencies which 
are now erupting with their dangerous 
consequences would recede to the back* 
ground and the nation would march for* 
ward as an integrated entity. 
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WrNPOW ON THE WORLD t 

LABOUR RELATIONS IN THE E.E.C. 

JOSSLEYN HENNESSY 


I 

THE LEEAL PEAMEWOER 

LONDON: 

SOME 32 million men and women in the European Economic 
Community are engaged in industry and as many more in services; 
the remainder of the workforce—11 million—is still in agriculture, 
though this hgure is falling. In numbers employed, Community 
companies range downwards from industrial giants with tens of 
hundreds of thousands to artisan establishments with a few hands. 
In such a range of industrial experience across six nations, each 
with its own economic and social background, variety of practice 
is wide. 

The Six industrialised later than the UK and, except in Belgium, 
largely after extensive or universal male adult suffrage. Coupled 
mostly with low unionisation, this led continental labour move¬ 
ments to rely more than British labour on legislation rather than 
collective bargaining to achieve their aims. (The dislike of 
British unions for legal enactment was seen this summer). Conse¬ 
quently, industrial relations in the Community, collective agree¬ 
ments and workers* representation at works and executive level 
arc widely subject to the law. Collective agreements arc not 
only enforceable by law, but may also, especially in France and 
West Germany, and in different form in Benelux, be extended 
by government order throughout an industry whether or not the 
companies or unions concerned have been parties to the original 
agreement. 

Enforcement of Collective Agreementi 

Enforcement of collective agreements does not present the 
immense difficulties prophesied by opponents of the recent British 
proposals : in the EEC an agreement has the same status as any 
other contract, and breaches can be actionable before the labour 
or ordinary courts. In West Germany, for example, where there 
are labour courts, failure to observe an agreement can result in 
fines on individual workers, the union, the employer or the 
employers* association. 

In France and Belgium, the juridical framework of industrial 
relations includes labour courts with special jurisdiction in labour 
disputes, such as those arising over holidays, wages, dismissals, 
etc. The French courts comprise equal numbers of workers 
and employers’ representatives, with a lawyer acting as neutral 
secretary; failure by a labour court to settle a dispute leads to 
recourse to the ordinary courts. 

The right to strike is protected in all the Six, though the 
conditions under which strikes may occur may be limited (e.g., 
for some public services). Wildcat strikes are illegal, and most 
withdrawals of labour take place under union auspices— in 
West Germany compulsorily so. In both West Germany and 
France, strikes in broach of a collective agreement arc actionable 
in ]aw» thoi^ once an agreement has expired the right to strike 


is restored, and indeed often provides the occasion for demonstra¬ 
tive strikes for improved wages and conditions. 

Freedom of association is also generally enshrined in law 
(but in France and West Germany the closed shop is banned), 
and any attempt to prevent employees from joining unions is 
commonly also illegal (though not always enforceable). 

Varying Eatcarn 

Legal enactment alone is not the answer to disturbed industrial 
relations, which have many causes. As the table below shows, among 
the Six there have been vastly different experiences. Although 
precise comparison cannot be made owing to different definitions 
of a strike, the table sets out the broad pattern. Thus Italy leads 
in industrial unrest (and is incidentally also the EEC’s largest 
pool of unemployment), France and Belgium straddle the British 
position, while West Germany and the Netherlands have excep¬ 
tionally calm labour relations. No simple explanations are 
possible. It is worth remembering that it is less the number of 
strikes in Britain that is damaging than that they arise in an 
economy with a narrow margin of equilibrium and are rife in such 
industries as engineering and the docks which play a dispropor¬ 
tionate role in exports. 

ANNUAL AVERAGE DAYS LOST THROUGH INDUSTRIAL 
DISPUTES PER 1000 WORKERS EMPLOYED ; 1958-67 


Belgium 

days lost 
185 

France 

282 

West Germany 

25 

Italy 

1,041 

Netherlands 

33 

UK 

250 

USA 

1.060 


Source : ILO 

Just as the British labour movement’s division into craft and 
general unions is an anachronistic survival of the past, so tl.e 
labour movements in the Six bear the marks of their history. 
Within the Community, however, the divisions arc less those of 
class or craft than of political and religious ideology. All six 
countries have both free unions (normally with a socialist bent) 
and Christian unions (Catholic except in the Netherlands, where 
there arc also Protestant unions), while in France and Italy there 
are powerful unions affiliated to the World Federation of Trade 
Unions, with its headquarters in Prague. Both the Internationa] 
Confederation of Free Trade Unions (ICFTU), of which Britain’s 
TUC is an affiliate, and the World Federation of Labour (WFL), 
known until last year as the International Federation of Christian 
Trade Unions, have headquarters in'Brussels. The ICFTU has 11 
million members in the Community, the WFTU 5 million and the 
WFL some 2.5 million; another 3.6 million belong to unions 
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(mainly civil service and other white^oltar) affiliated to none of 
the internationals. 

Although divided doctrinaify. Community tihidhs m nbrmally^ 
organised by industry. The craft rivalries common in Briti^ 
industry are rare. Sometimes, sometimes not, the different union 
federations co-operato, and when not, their rivalries lake prece¬ 
dence—so, for instance, in France, two out of three federations 
may support a claim or strike in an industry, while the third 
remains aloof. On the other hand, there is often close local co¬ 
operation between the different streams. 

n 

DOCTRINAL DIVISIONS AMONG E.E.C. UNIONS 

Major changes are under way in Community unions’ attitudes 
and even their organisation. The secularisation in the mid- 
1960s of the French Christian federation, and the change of name 
in 1968 of the international, were moves away from a doctrinal 
division. A sharp division has emerged between the two com¬ 
munist-orientated federations; the Italian CGIL is more enthu¬ 
siastic than the French CGT about accepting the EEC—whose 
benefits to the working class are perhaps more obvious in Italy 
than elsewhere in the Six. Both the CGIL and the CGT have, 
however, followed their free and Christian colleagues in estab¬ 
lishing contact offices in Brussels to try to influence Community 
policies in the interests of their members. There arc as yet no 
communists among the trade union third of the EEC’s 101- 
member Economic and Social Committee (nomination is essen¬ 
tially in the hands of the national governments) though tw'O 
socialist members of the CGIL now sit among the ‘‘general 
interest” members of the ESC. (Since March 1969 a handful 
of Italian communists have, however, sat in the European par¬ 
liament). But the other federations would be reluctant to yield 
some of their own seats in the ESC to the communists. The 
free unionists especially include many who retain iinhapp> memo¬ 
ries of the communists from the eaily post-war ycais when both 
socialist and communist unions were in the WFT U. But it 
may be that the otherwise disastrous breach with the Americans 
within the ICETU, when George Mcany led (he ALL-CIO out of 
the international earlier this year, will enable the JCFTU to build 
new links with both the WFTL and WFTIJ. 

Union leaders within the Six arc increasingly aware of the 
need to adapt their own structures to the larger market. Last 
April the liaison office which the free unions maintain in Brussels 
changed its name from European Community Trade Union 
Secretariat (ECTUS) to European Confederation of Ficc Trade 
Unions (ECFTU). So far the change is only symbolic, and the 
national federations and the component member-unions of the 
national federations retain (heir autonomy. 

The British TUC has since 1968 taken part in the meetings 
of the former ECTUS, while last year also there was set up in 
Brussels, under a British union official, an office to co-ordinate 
the work of unions in EFTA, not only among themselves, but 
also with the EEC unions. The admission of Britain (and Ireland, 
Norway and Denmark) to the EEC would double the number of 
free-union members and would in time have a considerable impact 
on labour affairs both within the Six and within Britain. The 
British would bring weight of numbers to Che EEC, while EEC 
union’s experience of seventeen years of economic integration 


under the ECSC and EEC shoiuld hglie somerlnti^Vt oulhb 6Uit<idas 
of British labour. . 

' llTia legaf'f^me^i^r^ of iii^u^jfia| relations in the EEC differs 
from Britain—though there are also marked differences between 
the Six themselves. In particular, the formal framework of intra- 
company industrial labour relations is different in France and 
West Germany from the other countries. Although the other 
members of the EEC have a variety of forms of consultation 
between both sides of industry (works cotineifs in Belgium and 
Italy, the Labour Foundation and the Economic and Social 
Council in the Netherlands), French and West German experience 
is particularly relevant to future developments in industrial 
integration in the EEC. 

In West Germany, where workers’ participation in management 
is carried farther than anywhere else in the Community, companies 
generally have a three-tier structure: shareholders* meeting, 
supervisory board and board of directors (British companies 
have only the first and third organs). Under the Betriebs Ver- 
fassungsgesetz (Works Constitution Law) of 1952, workers’ 
representatives make up one-third of the supervisory board, with 
equal representation given to shareholders and management. 
In the coal and steel industries this goes much further. The 
Mitebestimmungsgesetz (Codetermination law) of 1951 provided 
for workers’ and shareholders’ representatives in equal numbers 
on the supervisory board; they jointly appoint two of the members 
of the usually ihrec-man board of directors, while the workers’ 
representatives must approve the appointment of the personnel 
manager. Under both the Works Constitution and* the Code¬ 
termination laws the representative of the various interests must, 
to a limited extent, be drawn from outside the body of workers 
and shareholders, and even outside the industry concerned. 

Major Political Issuo 

Although full codetermination is at present limited to coal 
and steel, the DGB-Socialist demand for its extension throughout 
industry, above a certain size of firm, is now a major political 
issue. The West German employers’ federation denounces this 
as “creeping syndicalism” and says that labour unrest is greater 
in industries subject to Mitbestimmung than in those subject 
only to the Betriebsverfassung legislation (which, if true, may well 
have been influenced by the secular changes undergone by the 
coal and steel industries, and also the wide spectrum of industry 
from the smallest workshops to industrial giants covered by the 
less radical legislation); the unions, on the other hand, compare 
the smooth run-down of the German coal industry with conditions 
elsewhere. 

The relative calm of the labour situation in West 
Germany can be traced at least in part to this legal structure, 
particularly in view of the long list of work problems on which 
the statutory works councils must be consulted by management 
when changes are envisaged: any changes in starting and stopping 
times, duration of work, breaks, time an^.. place of payment, 
annual holiday rosters, internal welfare arrangements, piece-work 
and production bonuses, new methods payment—can only be 
instituted with the agreement of the works council. Any dis¬ 
agreement goes before a conciliation board, under a neutral chair¬ 
man with assessors appointed in equal numbers by workers and 
managenmt. Any proposed dismissal must first be discussed 
with the works council which, while having no power of veto over 
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Ihe fintil management'deci<>ion, nonetheless can ensure that unfair 
dismissalf do not occur. 

Ill 

"CO-DETERMINATION*’ AND THE • EUROPEAN’* 
COMPANY 

Irt the other countries, workers' participation is much less. 

In France, Comites d’Fntrcpiise exist in all firms with more than 
50 employees, but they are consultative only and it is difficult 
to get members elected to serve. 

Immediately after the riots and strikes of May, 1968, much 
was heard of the need for •‘participation" in industry, so that 
France could evolve a social system which was “neither capitalist 
nor communist." Already before General de Gaulle’s departure 
the content of “participation" was being whittled aw'ay; with 
the election of M. Pompidou to the picsidcncy it is likely that 
little more will be heard of it. As often before, ideas w hich sprout 
briefly in France put down firmer roots elsewhere. In the pabl 
year bills have been prepared in the Netherlands and Luxemburg 
going in the direction of codetermination, while in Belgium a 
mixed commission is examining the role of the woiks councils 
and provisions for codcierminaiion. 

The present debate in West Geimany is important not only 
bcaiusc the Federal Republic possesses the most poweiful union 
organisation in the FFG and also provides some 45 per cent of 
the six countries’ combined industrial output, but because the 
attempt to find enough common ground to establish articles of 
incorporation for the “Furopcan company" have run into the 
difficulty of reconj^iling German and French legislation with that 
of the other four mcmbcr-coiintries. 

Professor Pieter Sandcis, the Dutch jurist who drew' up a 
diafl law on tlic company for the Commission of the Furopcan 
Communities in l%6, tried to provide an answer, though recog¬ 
nising that the question was essentially political. If, for example, 
the Luiopcan articles made no provi.sion for workers* copartner¬ 
ship a conveniently vague icrnV' then West German companies 
would be tempted to jeincorpoiaie themselves under FinopCHn 
articles in order to escape the national legislation: conversely. 

FRANCE AND THE 

E. B. 

VIENNA : 

IF THIS article concerns itself largely with France it is Ixcaiise, 
ai this moment, what happens in France and what that country's 
government decides is important for the future of Europi'. 

Twice in the last seven years France has blocked what apixiared 
to almost all in western Europe to be a progressive move-- linking 
British trade and agriculture with that of the Common Market 
area. Twice, for this reason, France has prolonged indefinitely 
the division* of western Europe in economic blocs. Tw ice, by 
the same means, it has indefinitely delayed unity in western Europe. 
In the same mood, France withdrew from NATO, caused the 
Organisation's headquarters to move from Paris to Biussels and 
has failed to take its part in a number of international councils, 
including the Council of Europe. 

If this catalogue depicts France as a stonewallcn the stcnc- 
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European participation, ho\t'ovcr limited, might discourage 
non-German and non-French companies from establishing them¬ 
selves as European companies, and would, besides, imply (hat the 
introduction of similar national legislation in Italy and Benelux 
was desirable. 

UNfCE- the Union des Indiistiies de la Communaute Euro- 
l>ocnnc-has opposed any idea of participation in the European 
articles. At the FIX Commission, however, the view is that, 
if the European company gets under way, it will ha\c to include 
some provision for co-pannership, at least for companies* opera¬ 
tions in West Germany and perhaps France. 

British IndcistrUI Practices and tha Community 

In the light of this summcr’.s furore (sec my report Itcrc on 
Aug. 29) it might l^e rash to forecast a radical reshaping of British 
industrial relations in the direction already taken on the continent. 
Legislation on collective agreements seems certain at some stage, 
and llic unions, to their surprise, will probably find it thoroughly 
to their benefit. Of particular importance perhaps will be the 
influence on British unions of close co-operation with their conti¬ 
nental colleagues. This already takes place at the highest level, 
and most leading British unioni.sls arc aware of demands placed 
on unions by the growth of the transnational company. .A sig. 
iiilicant step within the EEC took place early in 1966, for example, 
when representatives of unions throughout the Six fiom the 
factories of the Dutch Philits group met to discuss co-ordination 
of policies. I.asl year, the free and Christian unions signed an 
outline agreement with COPA, the C'omnninily farmers* union, 
governing wages and working conditions for farmworkers 
ihroughoLit (he Six. These are straws in the w'ind. Under the 
impact of membership of the Community, the Biitish union move¬ 
ment would show more visible signs of the changes already going 
on in the background. 

Sources and Acknowledgements . I he foregoing summarises, by 
special arrangemenl, an exclusive report in the latest issue of 
I'conomic Tnuih published quarterly to subscribers only by the 
‘’Economisr Intelligence Unit. 27 Si. James's Place, London 
S.W. I., but the EIU is responsible neither for the emphasis of 
my summary iioi for my comments based on a variety of souiecs. 

FUTURE OF EUROPE 

BROOK 

walling was done to increase the influence and picstigc of Fiance, 
lo preserve the prosperity of its small-scale economy and the 
strength of the franc. That General de Gaulle abdicated does 
not mean that the French viewpoint has changed on international 
or economic affairs. That France has been unable to prevent 
dv^valuaiion of the franc and subsequent austerity measures a» 
home docs not nvean that it has been converted to a less intiospcc- 
tivc attitude to its economy or the means to protect it. 

The Fiench believe in dealing with facts rather than with 
abstract ideas. The Common Market is a fact, but a vciy in¬ 
complete one, whereas every Frenchman knows precisely what 
he means when he speaks of Fiance. Europe is a fact but what 
exactly docs one mean by Europe nowadays—Europe ftom the 
Atlantic lo the Urals (in de Gaulle's phrase), Europe without 
the communist cast or the Europe of the Common Market? And 
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since not even a Frenchman can gi\c a clear answer to this ques¬ 
tion he concentrates on France. 

All that the west Furopcans know is that cast Furope is mili- 
tdilly more mighty than all of them put together, that President 
Nixon told them only three months ago that the Americai^ pre¬ 
sence cannot be mdnlained indefinitely, that achievements in 
polUiciil combination compare very poorly wiih those in com¬ 
mercial combination. No one anywhere in west F iirope is going 
to commit himself to a long-term course. The grcalcsi game in 
Furopc at the moment is passing the buck and its fa\ouiitc desti¬ 
nation is still firmly in the American lap. 

This iscrsislcnt ijidccisivcncss is one of west furopc's dangers 
.mil the .second is very similar a persistence in icfusing to rcaliz.c 
that nothing ever lemains the same. There is a gicat deal of 
discussion now vNlieihcr Britain will be able to join the Market, 
uheihcr Britain will again seek to join the Market and, in Britain, 
whether, after all, it should ti> to join the Maikct. Not only 
is there indecision, but everyone appears to be considering the 
matter from the pt)int of vvlierc the last British initiative left ofl\ 
This illusion is made the moic falsely acceptable by the fact lluil, 
technically, the British application still ‘Mays on the table.’* 

But a great deal has happened since that application was last 
laid back again on the table and a great deal thiil will happen in 
the relatively near fuliiic will make tnat event even moie remote. 
Thcic will be a new government in West Gennany largely of 
the old faces, probably, but with new attitudes; there is a new 
government in France whose attitudes arc still evolving on a veiy 
conservative basis; in a year or two there will be another govcin- 
menl in Britain itself. 

The Key Factor 

The key factor in the Commi>n Market’s affairs has always 
been Fiaix’c and, for the lime Iving. France’s sole aim is to win 
the battle of the franc. Its prospects aie, at the moment, made 
less favourable by strikes and ihieats of protest actions by its 
shopkeepers, farmers and artisiins. A failure of the Pompidou 
plan to revue the French economy would sooner or later lead to a 
national crisis, ft is for this reason that Fiench inicinal politics 
will have far-reaching consequences be>ond French frontiers: 
a fcchle and ilivided ITance would endanger both the Common 


Market and I he security of western Europe, 

The French government is a collection of uncommonly able 
men who may conceivably a^nceal moves ahead which will make 
France once again more secure. The Pompidou plan is practical, 
technically austere and lacks the spectacular touches which charac¬ 
terized de (iaullc and which are supposed to fire the Latin ima¬ 
gination. 

But French alTairs arc near the core of non-socialist Europe 
and still nearer the core of the Common Market. The Market’s 
chiefs of Stale are to meet at The Mague in November but no 
one expects new' directions to be indicated. What is likely to give 
the Market pew directions and attitudes is the re-emergence of West 
Germany which will soon be, if it is pol already, thedoinnant 
west c(>ntincntal Power. France will eventually have to listen 
to the voices of all the Germar parties which declare that Germany 
is not prepared to go on paying out vast sums for the benefit of 
French agriculture under the Common Market Agricultural Plan 
if France will not recognise its colleagues’ desire to widen the 
Common Market. 

Dim Prospect 

At the moment tht‘re is no sign of this. 'Hie French have 
made it clear they will not consider changes in the Market’^ 
structure in any way until its permanent agricultural structure^ 
has been settled. And there is no sign of this either, Italy and 
Belgium have asked for a postponement of the value-added tax, 
which means delay in fiscal harmonization. To this setback 
must be added the fact that the French devaluation has put the 
agricultural common market on ice for the next two years. 

The French arc realists but the Common Market (very largely 
a child of the Fiench) appears to lack that characteristic. Agree¬ 
ments, including the Common Agricultural Policy have been 
born in the long agonies of protracted all-night sessions, by the 
caesarian device of slopping the clock until unanimity has been 
achieved. Such agreements, tlie products of exhaustion, are 
necessarily unrcalF tic, but upon them the Market has built systems 
that members lind it crippling to work. Once the French have 
realistically set their house in order they w'ill be really good Euro¬ 
peans if they realistically dismantle illusions and artificialities in 
the Market so that its trade may find a healthier and more genuine 
level in world competitive markets. 


TWENTY-FIVE YEARS AFTER BRETTON WOODS 


TfIL MANAGING Director of Intel national Monciaiy Fund 
(IMF) recently submitted tt) the Board of Governors a proposal 
for the allocation of Special Drawing Rights (SDRs) dining the 
first basic period, lie proposed that IMF should allocate Special 
Drawing Rights to the participants in the Special Drawing Account 
as follows : (I) Allocations should Ive made dining a basic peiiod 
of three years beginning on Jaiuiaiy 1, 1970. (2) Allocations 

during the basic peiiod should be made on January I, 1970, 
January I, 1971, and January I, 1972. (3) Allocations should 

be on the basis of quotas on the day before the dates of the allo¬ 
cations, (4) The rate for the fust allociuion should be 17.5 
per cent and the rate for the second and third allocations should 
be 15 per cent, provided that these rates would be adjusted, to the 
nearest one-tenth of one percentage point, by multiplying them 


by the ratio of S 20 billion to the total of quotas on the da> 
before allocation of those participants which were members of 
the Fund on December 31, 1969. 

In this year’s annual report, the Executive Directors of IMF 
have pointed out that world reserves, w^hich consist of official 
holdings of gold, foreign exchange, and raserve positions in the 
Fund, have declined by over 50 per dint relative to W'orld trade 
since the early 1950s relative to international transactions 
the decline was even steeper. After 1964 reserve growth 
became much less rapid than in earlier years; indeed, revserves 
would have shown a decline not merely in relative bat in absolute 
terms, owing mainly to gold hoarding, had it not been for the 
creation of reserves as a by-product of the use of Fund credit 
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facilities, swap arrangements and other international credit 
facilities. 

The report also indicates that over most of the period any 
etfect of declining reserve ratios in impairing the reserve ease of 
most countries was offset, if not outweighed, by a marked im¬ 
provement in the distribution of reserves, in the sense of a shift 
from countries (notably the United States) where in the early 
1950s rescr\'es had been very high to other countries where they 
had been inadequate. Possibly, also, there was some decline in 
the magnitude of payments' imbalances relative to international 
transactions, though, even so, the trend of imbalances rose faster 
than that of global reserves. 

Since about 1964, there has been a change in the situation: 
growth of rcsci*ves flattened markedly, the ratio of reserves to 
trade declined more rapidly, the transfer of reserves from deficit 
to surplus countries ceased to act as a force tending to equalize 
reserve ratios, and there was increasing resort to international 
credit as a means of relieving the tightness of reserves. 

Higher reserves and reserve growth tend to relieve balance 
of payments difficulties and thus to promote expansion of demand, 
which may be inflationary, or may avoid contraction, to promote 
the elimination of restrictions and discrimination in interna¬ 
tional transactions, and to reduce the need for exchange rate 
devaluation; lower reserves and reserve growth tend to have the 
opposite effects. If w'orld demand were likely to be inadequate, 
payments and trade restrictions widespread, devaluations unduly 
frequent and revaluations too rare, it could safely be said that 
reserves and resi?rve growth were too low; if demand were 
likely to be excessive, payments and trade restrictions negligible 
(so as to offer no scope for reduction), devaluations loo long 
delayed and revaluations too frequent, it could safely be said that 
reserves and reserve growth were excessive. Unfortunately, it 
frequently happens that these indicators point in diffcieni 
directions. 

Years of Expansion 

In the 1950s and early 1960s there was little doubt as to the 
adequacy of global reserves. These were years of great expansion 
in production and international trade and great progress in the 
liberalization of international transactions and the realization of 
the purposes of the Fund. If there was any decline in woild 
reserve ease over the period it was from a level that was ample 
or even excessive and the consensus of informed opinion was that 
there was no global inadequacy of.reservcs. After about 1964, 
the signals supplied by the basic criteria of reserve adequacy 
became conflicting . Judged by the criterion of world demand 
conditions alone the period from 1965 to the present could scarcely 
be considered one of reserve inadequacy. World output and 
international trade expanded rapidly in these years; domestic 
prices rose rather fast, though international prices were stable; 
and demand pressures intensified, particularly in North America. 

The same holds true to a lesser extent of the criterion of 
exchange stability. While the exchange rate devaluations which 
occurred during these years were possibly speeded up by the tighten¬ 
ing of the reserve situation, they cannot be said either to have 
been undertaken prematurely or to have been excessive in amount, 
though it might have been otherwise had there not been widespread 
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resort to international credit and the associated generation of 
reserves. 

The main indications of reserve inadequacy in these years 
lie in the increased reliance on restrictions on international tran¬ 
sactions and the increased recourse to international financial assis¬ 
tance, bilateral and multilateral, for the purpose of meeting pay¬ 
ments deficits and sustaining reserves. Liberalization of trade 
has continued but its momentum has slackened. Temporary 
balance of payments restrictions have been imposed on trade and 
tourism in several major countries. Aid-tying and national 
preference in the granting of government contracts have been 
maintained or intensified in many countries. Above all, measures 
to restrict, attract, or occasionally repel capital flows have been 
applied or intensified for payments reasons in many countries, 
large and small. At the same time, there has been a substantially 
increased use of Fund resources and of other foniis of balance 
of payments assistance, provided notably by the spreading net¬ 
work of swap arrangements and other types of credit arrangements 
between monetary authorities. These developments, while partly 
attributable to the persistence of payments disequilibria that could 
and should be corrected, have almost certainly been exacerbated 
by a growing shortage of, and increasing desire to obtain, rcscr\’cs. 

Better Betence of Peymente 

Among the spcciSlI^'^onsidcrations that are to be taken into 
account on the occasion of the first decision to allocate special 
drawing rights arc “the attainment of a better balance of payments 
equilibrium, as well as the likelihood of a better working of ll^e 
adjustment process in the future.” 

The relevance of these special considerations to the desirability 
of a decision to begin allocations of special drawing rights arises 
in two main ways. In the first place, both the degree of dis¬ 
equilibrium in the world and the future of the adjustment process 
might be affected more markedly by the prospect of future allo¬ 
cations of special drawing rights set up by the initial activation 
of the new facility than by subsequent particular decisions to 
allocate. This w'ould be true, for example, if it were felt that 
important deficit countries were likely to be induced by such 
:>ctivation to avoid taking desirable action to correct their deficits. 

A second type of relationship l>ciwecn the degree of dis¬ 
equilibrium and prospect for adjustment, on the one hand, and 
the initiation of allocations, on the other, arises from the fact 
that insofar as deficits are financed by certain forms of interna¬ 
tional credit they tend to add to \iorId reserves. For example, 
a drawing by a Fund member in the credit tranches normally 
gives rise to an addition to world reserves in ihe form of a 
reserve position in the Fund, held by the member whose cuirency 
is drawn. Again, large countries, in addition to their ability 
to draw on the Fund, often have access to swap arrangements 
or similar forms of bilateral credit, the use of which again gives 
rise to reserves. Reserve centres in particular not only enjoy 
a substantial access to such credit, but may also be able to finance 
their deficits to some extent through other countries holding 
additional amounts of Ihcir currencies. 

Gold at Rotervo 

Gold, though constituting the largest element in icservcs 
contributed a relatively small proportion (under 23 per cent) 
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on earth 
that I would not give up 
for the sake of 
the country, 
excepting of course 
two things and two only, 
namely Truth and Non-violence. 

I would not sacrifice 
these two 
for ail the world. 
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of the increase in reserves over the period since 1951. Gold reserves 
rose at an average rate of 0.8 per cent per annum. Foreign ex¬ 
change reserves, which rose at 3.7 per cent per annum, contributed 
the major portion (56 per cent) of the increase. Reserve positiuns 
in the Fund, the expansion of which depended both on quol.i 
increases and on the extension of credit by the Fund, grew fastest 
of all (nearly 9 per cent per annum) and contributed about as 
much as gold reserves to the increase over the peiiod. However, 
it must be borne in mind that subscriptions to jicw quotas and 
quota increases, less various uses of Fund gold for rcplenishmeni, 
investment, etc., involved a net iransfer of monetary gold froni 
countries to the Fund amounting to almost S8()0 million over tlie 
period. 

Cold Stocks 

Total recordwi oHicial gold slocks amounted to $ 40.9 billion 
at the end of 1968, compared with S 41.6 billion at the end of 
1967; this was the third consecutive year of decline in official 
gold holdings. During the first quarter of 1968, monetary gold 
stocks held by national authorities declined by $ 1,680 million, 
which was 5^ 280 million larger than the decline iccordcd for ihe 
entire year 1967. For the last three quarters of the year, however, 
these gold holdings incieased by $ 1,100 million, reducing ihc 
net loss for the calendar year to $ 580 million. Gold holdings of 
international organizations increased by $ 308 million during 
the first quarter of 1968 but decreased by $ 439 million during 
the remaining ihtee quarters. 

Gold produr;.ion for all countries (excluding the CMFA 
countries, mainland China etc.) increased fractionally in 1968, 
by less than one per cent to about 40.6 million ounces valued, 
on the basis of $ 35 a fine ounce, at $ 1,421 million. Jn 1967 
production had fallen for the first time in 14 years. 

Gold Price Up 

During the last nine months of 1968 and early 1969 iheic 
occurred a substantial and continued rise in the |>ricc of gold m 
the main international gold markets. The market price of gold 
(in London and Zurich) lose from about $ 35.20 a fine ounce 
in mid-March 1968 to a peak of $ 43.82i on March 10, 1969. 
In Paris the market price of gold has been for most of ihe lime 
since March 1968 considerably higher than in London and Zurich, 
owing to the imposition of exchange controls on international 
gold dealings in the Paris market. Gold prices in other free 
markets also rose to generally record high levels. 

Euro-Collars 

Over the course of 1968 the Euro-currency market expeiieuced 
its largest expansion so far, with the main factor being the great 
demand for Euro-dollar funds resulting from the tightening of 
credit in the United States. This demand was met from various 
countries and sources. Italy, Belgium, the Netherlands, Switzer¬ 
land, and the Scandinavian countries exported large amounts of 
short-term funds to the Euro-currency market. The Bank for 
Interriational Settlements (BIS) also provided funds to the market. 
Moreover, until the September Basle Agreement, there was some 
diversification of reserve holdings by sterling area countries into 
Eurodollar balances. In addition, France’s reserve losses after 


the disturbances of May-June resulted largely from a flow of funds 
into the Euro-dollar market; foreign-held franc balances in France 
fell sharply and Euro-francs virtually disappeared from the market. 
Exceptionally large nouiutions of Euro-bonds also contributed 
to the markci'scxpansion; normally some of Ihc proceeds of such 
issues a?e icniporaiiJy deposited in the Euro-currency market. 
tUiropcan commercial hanks increased their purchases of dollars 
from their central banks for investment in the market. Some 
switching ol assets Isclwccn the US inaikcr and the Euro-dollar 
market also nccuired. 

FlnancUf Imbalance Increasing 

The rcpoil slates that rapid expansion and financial imbalance 
were the main featurCvS of (he performance of the w'orjd economy 
during 1968 and (he first half of 1969. Output and trade in the 
industrial countries registered a sharp advance, imparting >'CO- 
noinic stimulus to the primary producing countries; at the same 
time, infiationaiy pressui'cs intensified. Several of the industrial 
countries encountered severe balance of payments difficulties and 
the international financial scene was marred by recurrent crises 
in foreign exchange markets. Heavy flows of speculative funds 
were related primarily to the strength of the deulschemaik as 
evident in Germany’s very largo .surplus on foreign trade account, 
and to the relative weakness of some other currencies, notably 
the French franc following the events of May-June 1968. Pressure 
on the pound stcfling continued during 1968 as a large outflow 
of short-term funds, aggravated by the disturbances in the ex¬ 
change markets, accompanied the slow response of the UK 
current account lo the Nov'cml^er 1967 devaluation; the pound 
was generally stlonger in the first half of 1969, although improve¬ 
ment was interrupted by the May exchange crisis. On August 10 
this year llic Fiencli franc was devalued by 11.11 per cent. 

US Economy Fail* to Cool Off 

The rapidity of expansion in world output .uul trade duiiiig 
1968 slcmmod in large tlegreo Irom the continuation of excess 
Jeniand conJitiiuis in the United Slate.s, slates the IMF review. 
Failure of the US economy to cc^ol off must be rated as a major 
di.sappointincnt of the year- entailing, as it did, a prolongation 
and acceleration of inflation and a drastic reduction in llic US 
trade surplus. By early 1969 inflationary pressures had again 
emerged in mmy countries of continental Europe, following 
absorption of the economic slack that had been cic.itcd in the 
1966-67 slowdown of activity, and piiccs already wcic advancing 
rapidly in France, the Netherlands, the United Kingdt>m, Canada, 
and Japan; onI> Italy among the industrial counfn’es was iH)t 
lacing a problem of inflation. 

Financial Restraint 

The United States, the United Kmgdiun. and f iance jic 
implementing programmes of financial restraint aimed at the 
objectives of reducing inflationary prcssuics and redressing balance 
of ivayments deficits. Italy, on the other hand, is pursuing an 
expansionary economic pr'ilicy - one that is appropiiale lo the 
situation of a largo current account surplus and spare productive 
capacity. For Germany, where the existence of a large current 
account surplus i.s associated with high pressure of demand. 
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the task for policy is more difficult; to a lesser degree, this consi¬ 
deration would seem to apply also to Japan. 

Prices ofi the Increase 

The IMF review has drawn pointed at lent ion to the rising 
trend in prices all ovc'- the industrial world. 

The overall increase of prices in the indusiiial countiies from 
I%7 to l%8 it stales, was noticeably larger than in the previous 
year, and substantially abf)vc any longer-run a\cragc based on 
postwar experience. In the first half of 1969, almost all industrial 
economies were operating ai or close to full capacity. The rale 
of price increase in the United Slatc.s had accelerated, after some 
moderation of inflationary prcssuics in the first half of 1967. 
In the United Kingdom the effects of the devaluation in Novemlx'r 
1967, together with highei indirect taxes, also had led to an acce¬ 
leration in the rate of price increase during 1968. ( ontincntal 

Europe, where the relatively rapid pi ice increase in the earlier 
part of the l%0s was interrupted by the recession in 1966-67, 
had entered a cyclical piiasc of renewed upward pressure on prices. 
For France special circumstances connected with the strikes in 
the spiing of 1968 had caused pressures on wage costs and prices; 
pi ice indicators for the liisi several months of l%9 showed conti¬ 
nued mai ked increases. In several European counti les the changc- 
ovei to \aluc-addcd lax systems and increases in either indirect 
taxes contributed to the lecont acceleration of pi ice increases, 
notably in llic Netherlands and France. In Italy price increases 
during early 1969 wele still modest, relative both to oihci coun¬ 
tries and to the historical record in Italy. 

When account is taken of the bchavioui of prices rn the first 
part of 1969, and of the current strength of demand forces, it 
seems probable that price increases will be larger in 1969 than in 

1968 in almost every industrial country. On an overall basis, 
however, the situation could begin to change significantly by late 

1969 or early 1970 if oHicial cxfxjciations of an casing of price 
pressures in the Lbiited Slates arc realized 

Exchange Rates 

111 the last ycai there has liccn widespiead discussion as to the 
role that changes in exchange rates should play in the working of 
the adjustment piXKCss. Some commentators have questioned 
whether the p.ir value system and, more nairowly, the limited 
freedom for market rales to move on either side of paiity arc not 
unduly rigid and outmoded in the present world. This system 
was intended to provide a stable environment which, by encourag¬ 
ing international transactions, would stimulate the growth and 
shaipcn the efficiency of the world economy. Stability, as the 
Fund has stressed in the past, docs not mean rigidity. In the 
Bretton Woods system, changes in par values were contemplated 
as one of the means of adjustment and elaborate provLsivins were 
written into the Articles of Agreement for them. Where countries 
in deficit or surplus- can no longer maintain hioad cquilibiiiini 
over time in their external payments without having to incur 
undue unemployment or price inflation it is wholly prot>cr that 
thCsC provisions should be used. 

If exchange rates that arc no longer appropriate arc neverthe¬ 
less maintained, they contribute to the persistence of payments 
dtsequilibria, the encouragement of speculation, and crisis in the 
exchange markets. Moreover, undue rigidity of exchange rates 


may lead to the very developments that the par value system isi 
intended to avoid, including restrictions on current transactions^ 
the imposition or intensification of capital controls, and the 
sluggish growth of development aid. 

Interest Rates 

The rise in interest rates that has taken place in many countries 
in the last few years, and particularly in 1968 and 1969, is to be 
regarded primarily as a reflection of prevailing inflationary con¬ 
ditions rather than as an indicator of reserve scarcity. How¬ 
ever, the desire to defend reserves by discouraging outflows of 
liquid funds has in some countries led to an increase in rates above 
the level that the authorities considered appropriate for the domes¬ 
tic situation; the unwillingness of most countries, even some with 
relatively large rcsci*vcs, to see a significant decline i>ccur in their 
reseivcs could be taken as an indication of reserve*stringency. 

Four Additional Members 

Mcmlvcrs of the Fund again rose during the past fiscal year, 
with the admission of four countries—Botswana, Lesotho, Malta, 
and MaiiHtius to bring total niemlscrship in the Fund to 111. 

At the close of the year, the terms and conditions for the member¬ 
ship i»f Swaziland had been approved by the Board of Governors, 
and applications for membership from Cambodia and South * 
Yemen weic under consideration in the Fund. 

lolal quotas in the Fund had risen to S 21,231 million by 
April 3l), 1969. an increase of S 112 million in the fiscal year. Of 
the lolal increase only 8 32 million was accoiinicd for by the expan¬ 
sion in membership, with the balaivce resulting from adju.stmcnts 
in quotas of existing members. Sixteen of these adjustments 
were elleclcd under iJic terms of the increase in quotas approved 
by the Board of Governors in 1965, mainly by countries that had 
opted to enlarge their quotas by instalments. The quotas of four 
countries were increased during the year under the Compensatory 
Financing Decision, bringing the total number of quota adjust¬ 
ments ctTcclcd under that provision to 30. for an aggregate increase 
of about .S 430 million. 

^aitetn Slcon&miit 2.5 yea.t5 -^o 

OaOBER 6, 1944 

Now that the end of the war in Europe is in sight, the subject 
of post-war commercial policy has assumed great importance. States¬ 
men in Great Britain and the United States of America have been 
thinking seriously about the problem for sometime now, and it is vital 
that India should now clarify her ideas in order that she should be 
able to present her case cfleetively at the International Conference 
which may soon be summoned. A necessary preliminary to any 
scheme of international co-operation in the field of trade and commcice, 
namely, international monetary co-operation, has been discussed at 
Bretton Woods, and it is possible that the agreement reached at the 
Monetary Conference will be ratified by the Governments of the 
countries. Yet another reason why this problem of India’s post-war 
commercial policy has become urgent is the probability that this 
country is likely to have a plan of some kind for industrial develop¬ 
ment in the post-war period, and it is necessary that we should 
define our attitude to any scheme of international co-operation in the 
field of trade and commerce in the light of our plans for internal 
development. 



October 3^ 1969 


EASTERN ECONOMIST 



PRESIDENT Giri led the prayers at Raj 
Ohat on October 2. I wonder why. This was 
not an otficial occasion or a government func¬ 
tion. Primacy and precedence al this prayer 
session, especially when it was held in comme¬ 
moration of the centenary of Gandhiji’s birth, 
should ccitainly have gone to a genuine fol¬ 
lower of the Gandhian way of life, who is dedi¬ 
cated to the service of humaniiy in the authen¬ 
tic tradition set by the Master. Mr V.V. Giri, 
whatever virtues he may have, is certainly no 
Gandhian. Only recently he displayed a 
craze for ollice, which was clearly excessive, 
«nnd, in the process, he was responsible, directly 
or otherwise, for the muddying of the waters 
of public life in our country. A true Gandhian 
would not, in the first place, have ofiered h m- 
self for election as President in thcciicumstanc- 
cs in wl>ich Mr Gin chose to do so. Secondly, 
no true Gandhian would Iiiivc persevered with 
the campaign as Mr Giri did, once it became 
obvious that his candidalu«c was being ex¬ 
ploited for unworthy purposes by unwortliy 
people. I suppose it is part of the h>pocrisy 
with which the Gaiullii centenary year is 
being observed by the politicians that Mr Giri 
should have led the prayers at Raj Ghat. 

♦ ♦ 

Some of the blame for the communal ten¬ 
sions prevailing in the counrry oi the commnual 
jiols such as have lavagcd the fair name of 
Gujarat lately must rest squarely on the Govern¬ 
ment of India for its practice of a perverted 
form of secularism. 1 ess out of concern for 
religious minorities and more iuit id' a keen 
appicciation of on which side their electoral 
bread is buttered, certain political panics and 
individual politicians have been leaning over 
backwards in championing llic grievances, 
legitimate or otherwise, of these mmoiitics. 
One result is that this has souied the relations 
between the minoiity communities on the one 
hand and the majoiity commiinitv on the 
other. An impression seems to have been 
created among the foimer that they could gel 
along without cultivating the goodwill of tlic 
latter, by relying merely on the patronage or 
support provided by political parties or politi¬ 
cians in power. As for the majority com¬ 
munity, it seems to be suflcring from a sense 
of frustration that it is being penalised by the 
government of the day merely for being the 
majority community. In other words, the 
Government of India's concept of the secular 
state, as practised over the last 22 years, has 
not helped to bring the majority community 
and the minority communities together in a 
bond of common citizenship. On the contrary, 
appeasement of the minority communities, 


whether it is the Sikh community in Punjab 
or the Muslim community all over the country, 
by politicians or political parties for sclfi.sh 
political purposes has proved to be not con¬ 
ducive to the cultivation of cojnmunal har¬ 
mony in the land or the promotion of the 
security, well-being and progress of the mino¬ 
rity communities in an environment of good¬ 
will and friendly co-operation on the part of 
the majority community. 

* * 

Whether the communal carnage in Gujarat 
could have been forestalled through foresight 
on the part of the authorities is a matter which 
is open to dispute. What is not debatable is 
that the deaths caused by police firing at Imph- 
al, in the course of incidents connected with 
the Prime Minister’s visit to that place, were a 
clear waste of human lives. Reports in the 
press suggest that the Prime Minister had 
advance warning of po.ssible trouble. In the 
circumstances, her insistence on going through 
with the public meeting was conduct of a kind 
which was not only irresponsible but callous. 
1 say this bccau.se Mrs Gandhi herself admitted 
that it w'as a point of honour with her to ad¬ 
dress the public meeting and prove that she v/as 
not the one to retreat hi the face of a threat of 
violent demOnslr,atioris. In her preoccupation 
with her personal preslige, the Prime Minister 
evidently overlooked tlie point that, in the 
event of any oiUbieak t)J violence at a public 
meeti'ig, the most vulnciable are bound to be 
the innocent people in the audience. These 
ordinary members of the public naturally do 
not get the kind of protection which is a\a)la- 
ble to VIPs on such occasions. Mrs Gandhi’s 
boast that she was not tlic one to be deterred 
by hooligani.sm as slie had braved bullets in 
the past, theroforc, doc^ not impicss. Vanity 
in woman could be a mnsance, but vanity in a 
woman who happens it^ be Prime Minister 
could be a grave ii^k foi ihc government and 
the countrv. 

Even as it i>, the l^lme Minister's recent 
tour of norih-easicrn India ha.s not cv.nclly 
been cither a pcisonal triumph for hci iq-a 
gain for the government of which she is the 
leader. In A-^sim, her visit seemed to lend an 
edge to the violent agn going on ilieic for 
the establishment of a second oil jcfinery in 
the stale, in Manipui, the Congress ministry 
was voted out of otlicc, thanks to nine 
members of tlic ( ongrcss falling with 
theifashion recently set in New Delhi of 
placing ,conscience before party and 
exercising the right to free voting. In 
Nagaland, even a.s Mrs Gandhi, speaking 
at Kohima. was calling for peace, renewed 
restiveness was in evidence. In the light of 


these situations, it is'Iegitunatc (o ask whether 
it was at all wise on the part of the Prime 
Minister to have undertaken a visit to these 
areas at this time. So far as her visit to Assam 
was concerned, the state government had 
clearly advisedjicr against it. But, then, there 
is Mrs Gandhi's itch to c.stahlish, for all the 
world to admire, that she is not only the 
fairest of the fair but also the bravest of the 
brave. 

Which brings me to the encomium paid to 
the person of the Prime Minister by .Mr 
Badr-ud-din Tyabji, writing in 77/e tmlian Ex¬ 
press on September 25 ; “No undergraduate 
would feel embarrassed to take her out ///- 
cof^nito to dinner”. I am prepared to take 
Mr Tyabji's word for it, but the ti^oubie is that 
the nation is not composed of und^gruduates 
alone; inconvenient though this may be to 
some, it also happens to include a certain num¬ 
ber of mature adults. And the pity is that a 
Prime Minister cannot or does not remain 
incofjniio. fhe present incumbent of that 
office in our country, in any case, has not only 
to put up with e\|X)sure but has actually been 
seeking and securing over-exposure. 

•> ♦ 

I congratulate The HiiHlustun Times on 
neatly pricking one of the many bubbles that 
the Minister of State for Information and 
Broadcasting takes a delight in blowing into 
the air Refcriing to Mr Gujral’s allegation 
that he often received complaints from editors 
and journalists about the denial of professional 
freedom in Ihc course of tlieir work by their 
superiors, including proprietors, lliis newspaper, 
in an cditoiial in its issue of September 22, 
pertinently asked what picvcnted the govern¬ 
ment front referring such complaints, if indeed 
there had been any, to the Press C’oimcil for 
mvcsiigalion. This, of course, vv'oiild not only 
be the proper thing for the governincnl to 
do, but Is also in the nature of an obligation 
iinnoscJ on tlic govcinmeni by the vci\ fact 
of llie establishment of the l*rcss C ot.jicil. 
But, then, Mr Gujiul, bn leasons of 1. is own, 
may not exactly be keen on his stalcmcni or 
its implications being looked into in the cold 
light id' fact or logic. 

« * 

In the issue oi The Itnuhistidii Inm\si jcl'crr- 
cd to above, Di .1 1). Seihi, commenting on 
the recent crisis in Congress politics, uses the 
phrases "populist democracy’ and “populist 
politics”. According to the C oncise Oxford 
Dictionary, a “populist” is an “adherent of 
US political party aiming at public control of 
railways, giadiialcd income-tax, etc., formed 
18*^2; adherent of Russian political party 
advocating collectivism.” Dr Sethi's employ¬ 
ment of the word “populist” therefore seems 
to call for clarification since he seems to 
be imputing to it a meaning which theC.O.D. 
does not .seem to be aware of. 

V.B. 
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Trade 

INDUSTRIAL FINANCE CORPN 

MR. N. D. Nangia, Chaimian, Industrial 
Finance Corporation of India, stated at the 
annual general meeting held recently that 
the recovery in the economic situation 
in the country was reflected in the total 
financial assistance sanctioned to 79 indus> 
trial units at Rs. 30 66 crores as against 
Rs 26.73 crores to 48 industrial units in 
the previous year. He added, however, 
that the number of fresh applications re¬ 
ceived in the year was lower at 92 as against 
128 in 1966-67, revealing an clement of 
hesitancy in the minds of entrepreneurs in 
sponsoring new projects and schemes for 
expansion or diversification. A significant 
feature of assistance sanctioned by the 
Corporation was that a good number of 
concerns were granted assistance for the 
first time, such concerns during 1968-69 
were 43 out of 74. The amount of assis¬ 
tance sanctioned by the Corporation since 
its inception in July 1948 amounted to Rs 
321.47 crores made up of Rs 206.48 crore.s 
in rupee loans, Rs 36.55 crores in foreign 
currency loans, Rs 27,11 crores by way of 
underwritings and direct subscriptions to 
shares and debentures and Rs 51.33 crores 
by way of guarantees. Out of the total assis¬ 
tance sanctioned for 484 projects, new pro¬ 
jects claimed an assistance of Rs 208.51 
crores against Rs 112.96 crores for existing 
undertakings. 

The Corporation is proposing to provide 
soft loans to eligible industrial concents in 
backward areas. The proposals under consi¬ 
deration with the Corporation include 
grant of such facilities as reduction in the 
rate of interest on loans (the current rate 
of interest being 8J per cent with a rebate 
of i per cent for punctual payment of ins¬ 
talments of interest and principal), lower 
margin of security (at present the Corpora¬ 
tion aims at a margin of 50 per cent), 
extension of initial moratorium in repay¬ 
ment of loans (as against the normal period 
of three years from the date of first disburse¬ 
ment, this oould be longer), longer amorti¬ 
sation period for loans, lesser contribution 
to project costs by the promoters, greater 
participation in equity and preference 
capital by way of underwriting or other- 
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wise, reduction in underwriting commis¬ 
sion, and such concessions as lower charges 
for processing or examination on imdis- 
bursed Joans, relief in legal charges and 
recovery of other incidental expenses, etc. 

CAR PRICES 

The Supreme Court of India last week 
admitted for hearing three writ petitions by 
the manufacturers of Ambassador, Fiat and 
Standard motor cars challenging the cons¬ 
titutional validity of the order of the central 
government fixing the prices of these cars. 
The Court, however, declined to stay the 
operation of the government order dated 
September 21, 1969, made under the Indus¬ 
tries (Development and Regulation) Act, 
1951, by which the prices of the cars were 
fixed. The Court directed that the notice 
be served on the government immediately 
and the petitions be heard within a fort¬ 
night. 

FOREIGN COLLABORATIONS 

The Central Board of Direct Taxes has 
laid down certain guidelines for income-tax 
officers for determining the tax liabilities' 
of foreign and Indian participants in tech¬ 
nical collaborations. A circular containing 
the “general principles’* has been necessi¬ 
tated by different norms applied by different 
income-tax officers resulting in “a great 
deal of uncertainty” in the minds of foreign 
parties regarding the incidence of Indian 
tax on the income derived by them under 
such agreements. The circular broadly de¬ 
fines the problems in two categories They 
are : Those relating to the admissibility of 
the expenditure incurred in the assessments 
of the Indian participant, and those relat¬ 
ing to the taxation of the amounts in the 
hands of the non-resident participants. 
(For full report please sec “Records and 
Statistics” section elsewhere in this issue.) 

CEMENT FREIGHT POOL 

A memorandum signed by Mr Bra 
Sezhian and 133 other members of 
Parliament has been presented to the 
Prime Minister setting out the deleterious 
consequences to the cement industry in 
the south and other regions of comparative 
surplus from the proposed decontrol of 
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price and distribution of ceUBQQt 
and the scrapping of freight ppolinc 
arrangements. The signatories, who 
belong to all parties hail from various 
states, make out a case for continuation 
of the present pattern of distribution and 
freight pooling arrangements for some 
years. 

INDUSTRIES IN BACKWARD AREAS 

A committee of the National Develop¬ 
mental Council consisting of chief minis^ 
ters has favoured a central subsidy to 
encourage setting up of industrial under¬ 
takings in the backward areas. The com¬ 
mittee, which met in New Delhi on Septem¬ 
ber 26, 1969, to consider the special pro¬ 
blems of the backward areas, felt that 10 
per cent of the total fixed capital investment 
of such projcct.s should be met by the centre 
in the form of subsidy. The subsidy would 
be available to undertakings both in the 
public and private sectors and would be^ 
subject to a ceiling of Rs 5 lakhs. The 
committee also agreed that incentives and 
concessions by financial institutions should 
be generalised and given to t^e backward 
areas in all the states and the union terri¬ 
tories. 

AID FOR LOW-INCOME GROUPS 

Union Bank of India has introduced 
several new schemes in order to help low- 
incomc and lower middle-income group 
people, self-employed, transpwDrt operators, 
small traders and students. Announcing 
this at a press conference in Bombay, Mr 
F. K. F, Nariman, custodian of the bank, 
stated that although individual ceiling had 
been fixed for these loans, no ceiling on 
total advances under these schemes was 
fixed at present. 

f.CWs NANGAL FACTORY 

The Nangal unit of the Fertilizer Corpo¬ 
ration of India has exceeded the rated 
production capacity of ammonia. The 
factory reached a record production of 
313.23 tonnes of ammonia on September 
11. whereas the rated capacity is only 307.2 
tonnes per day. The previous best record 
of ammonia production since the factory 
went into production in February 1961 was 
312.31 tonnes attained on March 20 this 
year. The Nangal unit of FCI continued 
to show good performance during 1968-69 
when it produced 77,310 tonnes of nitrog^, 
whfdi works out to 96.6 per cent of the 
rated oaf^city. During the same periods 
in the production of heavy water the unit 



<VeQ exoeeijed the rated capjidty of 14,100 
‘lege. '■ 

MMlbALORE FERTILISER 

The Malabar Chemicals and Tertilisers 
Limited has been able to finalise collabora¬ 
tion agreements with a consortium of the 
DK and the Netherlands firms for its Rs 40 
crore Mangalore Fertiliser Project. The 
union government has given its approval 
to the collaborations. 

SYKPOSIUM ON NUTRITION 

An international symposium on “nutri¬ 
tion, growth and development” was held at 
Hyderabad on September 30 and October 
1 as part of the golden jubilee celebrations 
of the Nutrition Research Laboratories, 
Hyderabad. Glaxo Laboratories (India) 
Ltd, are sponsoring this programme. 
Prof P. N. Wahi, Director-General 
of the Indian Council of Medical 
Research, inaugurated the symposium. 

INDIA-JAPAN FREIGHT RISE 

The All India Shippers’ Council has 
approached the Japan-Persian Gulf-Japan 
Conference in Tokyo opposing the decision 
of the Conference to increase shipping 
freight rates by 74 per cent with effect from 
October I, 1969. It has also approach¬ 
ed the Bay of Bengal-Japan-Bay of Ben¬ 
gal Conference in Tokyo against an increase 
in freight rate of similar extent. In the latter 
case it has suggested that the conference 
should introduce immediate minimum re¬ 
bate contract system in place of deferred 
rebate system. The Shippers* Council has 
indicated that such steps would tend to 
retard the growth of trade because most of 
the exports from this country to destina¬ 
tions served by these conferences face 
severe competition. It has added that 
freight rales for exports from this country 
to Far East destinations are higher than 
those for exports from Japan to the same 
destinations, thereby placing Indian ship¬ 
pers in an unfavourable position. 

MADRAS AIRPORT 

Work on the Rs 11-lakh interim develop¬ 
ment plan of the terminal building of 
Madras airport at Meenambakkam has be¬ 
gun. The work is expected to be completed 
by the last quarter of 1970. The existing 
terminal building will be improved with 
additional aiea which will be utilised to 
pegtegate the incoming and outgoing traific. 
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Bstter facilities for baggage delivery will 
also be provided. 

WORLD BANK REPORT 

The annual report Of the Wold Bank 
and its subsidiary, International Develop¬ 
ment Association (IDA), for 1969 has 
highlighted the special role of IDA in 
providing assistance to the less-developed 
countries of the world. On July 23, 1969, 
the second general replenishment of IDA’s 
resources came into force a? on that day 
the United States deposited its formal 
notification of acceptance, thus fulBIJing 
the minimum requirement to make the 
proposal effective. I’his second replenish¬ 
ment proposal provided for expanding 
IDA’s resources by 5 1200 million equiva¬ 
lent. payable in three annual instalments of 
$ 400 million each and was designed to 
become effective as soon as at least 12 part 
I countries pledging not less than $ 950 
million deposited notifications of accep¬ 
tance. Of the 18 part I member countries 
which were parly to the proposal no less 
than 14 with pledges aggregating $ 638.6 
million had notified IDA by June 30, 1969, 
that they would make their specified con¬ 
tributions. These coLuitries are : Austra¬ 
lia, Austria, Canada, Denmark, Finland, 
France, West Germany, Japan, Kuwait, the 
Netherlands, Norway, South Africa, 
Sweden and the United Kingdom. Luxem¬ 
bourg’s notification was received on July 
16 and that of the United States on July 
23 as stated above. This made the replenish¬ 
ment effective. 

Our country received two credits from 
IDA valued at $ 152.50 million—nearly 
two-fifths of the IDA's total commit¬ 
ment of $ 385 million in the fiscal year 
ending June 30, 1969. This consisted of a 
credit of S J25 million granted on January 
22, 1969, for non-project industrial imports 
while another credit of t 27.50 million 
was provided on June 18 this year for tele¬ 
communication facilities. The World Bank 
gave our country two credits totalling 
S 40.50 million; one of these valued at 
113 million was given for the production 
of seeds of new high-yielding varieties. 
It is estimated that this project will produce 
enough seeds to plant seven million acres 
a year with the “miracle” seeds. The 
other loan for $27.50 million was granted 
for telecommunications. 

FIBRES RESEARCH 

An Intemiitional Centre for ReMarch on 
Hard Fibres, modelled along the lines of 
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the International Wool Secretariat and th^ 
International Institute for Cotton, has been 
suggested by a working party on hardffbres 
research which concluded its meeting at 
the Food and Agriculture Organisation 
headquarters in Rome recently. The working 
parly was composed of representatives of 
Belgium, Brazil, the Federal Republic 
of Germany, Honduras, Kenya, Mexico, 
the Netherlands, Spain, Tanzania, the Unit¬ 
ed Kingdom and the United Stales. 

WORLD AGRICULTURAL OUTPUT 

Combined world agricultural, fishery and 
forestry production increased in 1968 by 
about three per cent, roughly in line with 
the average rate of increase over the past 
10 years and ahead of a world population 
growth rate of two per cent, according to 
preliminary estimates of the Food and 
Agriculture Organisation of the United 
Nations. For all developing countries 
combined the increase in agricultural (ex¬ 
cluding fisheries and forestry) production 
was around two percent and for food pro¬ 
duction alone about three per cent. Their 
average population growth was at a rate of 
2,6 per cent a year. 

The food demands of the developing 
countries in 1985 will have risen by 140 per 
cent in 23 years, largely because of popula¬ 
tion growth. This was among the signi¬ 
ficant statistics revealed recently by 
Mr Addckc H. Bocrma, Director-General 
of Food and Agriculture Organisation, 
when he addressed the executive committee 
of the International Federation of Agri¬ 
cultural Journalists, visiting FAO’s head¬ 
quarters. If food production were to conti¬ 
nue to increase at past rates, these coun¬ 
tries would have to import about $26 
billion worth of food a year by 1985 to fill 
the gap between their output and their 
needs, Mr Bocrma added. 

INSTANT COFFEE FOR RUSSIA 

A large export order for Indian instant 
coffee has been secured by Brooke Bond 
India recently. Under the tenns of this 
order, this country will export nearly four 
million tins of Bon instant cotfec to the 
USSR, earning Rs 80 lakhs in exchange. 
Making the announcement, a company 
spokesman stated that this was a repeat 
order. The first export order was received 
last year, when 3.5 million tins of instant 
coffee, worth Rs 67 lakhs, were sent to seve¬ 
ral countries, including the USSR, Yugo-» 
slavia and Bulgaria. 



650 


BASTERN ECONOMIST 


Company Affairs 


HINDUSTAN INSECTICIDES 

MR K. P. Madhavan Nair, Chairman, 
Hindustan Insecticides Ltd, pointed out 
at the annual general meeting of the com¬ 
pany held recently that the output at the 
two factories of technical DDT increased 
beyond rated capacity to the extent of 
11 per cent at 2,976 tonnes during 1968-69, 
The sales during the year ended March 31, 
1969, were around Rs 2.03 crores, slightly 
lower than the year before. The company 
was able to earn a net profit of Rs 9.47 
lakhs and recommended a payment of 
6 per cent dividend for the year. He 
pointed out that sale price of the products 
of the company was fixed in 1964 and the 
full impact of (he increased cost of manu¬ 
facture since then has been absorbed by 
the company, thereby, showing a fall in 
profits. 

He revealed that (he new DDT project 
of the company at Delhi went on stream 
in June 1969 and the BHC project at 
Alwayc was expected to be put on trial runs 
this month. With the installation 
of these two new projects, the sales turn¬ 
over of the company was expected to go 
over to Rs 3.25 crorcs every year. Mr 
Nair pointed that the company is making 
arrangements for diversification of its 
productsand as a first step in this direction, 
it is setting up a BHC plant, in addition to 
the two existing DDT factories. It is also 
studying the possibilities of manufacturing 
formulations combining urea and pesticides 
for direct use in agriculture. The company 
has started negotiations with the Fertiliser 
Corporation for marketing its pesticides 
along with fertilizers and the Corporation 
has already obtained small quantities of 
formulated DDT for sale to agriculturists. 
Similar arrangements arc proposed to be 
made with the Foililisers and Chemicals, 
Travancorc Limited. 

SOUTH MADRAS ELECTRIC 

Mr K. A. P. Visvanatham, Chairman, 
the South Madras Electric Supply Cor¬ 
poration Ltd, explained in detail the com¬ 
pensation announced by the government 
in respect of the Mayavaram-Mannargudi- 
Tiruvarur electric licence. He resented 


strongly that the compensation, has been 
grossly under-valued by the government at 
Rs 116 lakhs, as against a claim of nearly 
Rs 203 lakhs. He has revealed that the 
government deducted a sum of Rs 50 lakhs 
out of the under-valued compensation on 
the basis that some assets were not handed 
over to the government, energy bills and 
taxes on energy due to the government, 
retrenchment compensation due to the 
employees who have been taken over by 
the Tamil Nadu Electricity Board and 
excess of profits distributed to shareholders 
over and above the earning capacity of the 
licences. After accounting for the pay¬ 
ment of Rs 56 lakhs the government has 
now deposited nearly Rs 10 lakhs with the 
special olficer, who is to settle any claims 
he may receive within four months. Mr 
Visvanatham stated that the company had 
offered to co-operate with the government 
by handing over the licences, in view of 
the latter’s programme to intensify the 
agricultural efforts of the Tanjorc district, 
as against two other licensees in the same 
district on whom similar notices were 
given and who chose to stay action suc¬ 
cessfully by legal proceedings. He added 
that the government has not kept its pro¬ 
mises and tried to avoid discussion in spite 
of several unsuccessful .attempts made by 
the officials of the company. 

Mr Visvanatham has indicated that with 
the Rs 66 lakhs the board proposes to 
refund in full the preference share capital 
and 28 per cent of the equity share capital. 
Mr Visvanatham also referred to the end of 
the present term of the managing agency 
of Seshasayec Brothers (Private) Ltd., 
with effect from April, 1970, In this 
context he talked of the meritorious ser¬ 
vices of the collective team of experienced 
businessmen and technologists undertak¬ 
ing responsibilities of management jointly. 

TRAVANCORE-COCHIN CHEMICALS 

The Travancore-Cochin Chemicals Ltd 
continued the process of consolidation of 
fruits of expansion during the year ended 
March 31, 1969, stated Mr N. Chandra- 
bhanu, chatrn^in of the company at the 
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annual general iheetlng held 
The company int:reased Us installed capa*-' 
city of caustic soda from 40 M.T. tip 100^ 
M.T. per day during 1967-6S^ and idui1iig~ 
the year under review it was able to derive 
increased use of expanded capacity. The 
new hydrosulphite plant, which raised the 
production capacity from 3 M.T. to 10 M.T. 
per day in October, 1968, improved the 
production potential of the company. 
The net result was that output of caustic 
soda, sodium hydrosulphite and sodium 
sulphide increased by nearly 41 per'cent, 
101 per cent and 181 per cent respectively 
over the previous year. Sales turnover 
also doubled from Rs 153^ lakhs of the 
previous year to Rs 301 lakhs during 
1968-69. 

The chairman referred to the levy pro¬ 
posed by the Kerala State Electricity Board 
of 33 per cent surcharge on electricity bills. 

In view of the fact that electricity is one of 
the most significant constituents in the 
raw materials for rayon-grade caustic soda, t 
the benefit of low cost of electricity in this 
region would be taken away by this levy. 
The company has approached the Govern¬ 
ment of Kerala for exemption from this 
levy on the basis that substantial expansion 
has been undertaken recently and in 
that sense it should be considered as a 
new industrial undertaking. 

The chairman referred to the third stage 
of expansion, which is almost complete, 
Most of the imported machinery and equip¬ 
ment has already been received and civil 
construction is in full swing. The licence 
for the proposed fourth stage of expansion 
has not yet been received by the company, 
but efforts are being made to expedite the 
process. The company hopes to improve 
its performance after this expansion. 

INDIAN RUBBER 

Indian Rubber Regenerating Co. Ltd, 
has proposed to raise the paid-up value of 
the Rs 100 equity shares from Rs 75 to 
Rs 100 per share, thereby making the shares 
fully paid. This will be done by capitalis¬ 
ing a sum of Rs 8.75 Jaklis from the general 
reserve. The chairman of the company 
has stated recently that the sales in the 
first five months of thelcurrent year have 
amounted to Rs 36.77 lakhs compared 
to Rs 31. 76 lakhs In the same period of the 
previous year. Similarly, production has^ 
been higher at 2,381 tonnes against 2,079^ 
tonnes^ during the previous year. Eflbita 
are being made to iinprove the working. 




iMd Invintoiy ku been reduced ftttm 
Rt ^.91 liilchs to R> 22.89 lakhs. 

WKRNATiONAL TRACTOR 

Intetnaiional Tractor Co. of India Ltd 
proposes to raise fresh capita] in the form 
of rights shares to be issued to the existing 
shareholders in the ratio of one new share 
for every two shares held. ThiswilJ partly 
finance the company*s project to set up 
a new unit to manufacture additional 
3,500 tractors per annum. The rights 
issue is expected to be announced some 
time in November. The estimated cost of 
the new project is about Rs 4.10 crorcs. 
The company will approach financial 
institutions for loans totalling Rs 1.50 
crorcs. The foreign exchange requirements 
of the project arc expected to be largely 
made available by the government and the 
balance by fntcrnational Harvester Co. 
of the USA. 

CALCUTTA ELECTRIC SUPPLY 

The subeription list of the Calcutta 
Electric Supply Corporation Ltd, for the 
issue of Rs 7.50 crorcs t7} per cent) 
Debenture Stock 1980, in units of one 
thousand rupees each will open on Octo¬ 
ber 3, 1969, and will close on October 14, 
1969, or earlier at the discretion of the 
directors, but not before October 9, 1969. 
The entire issue has been underwritten. 
The net proceeds of the issue will be used 
in repaying the outstanding amounts of 
5 per cent rupee debenture stock and the 
5 per cent sterling debenture stock, the 
loan from the State Bank of India and the 
deposit from the Unit Trust of India 
whereupon the floating charges securing 
such debenture stocks and the said loan 
will be discharged. 

CENTRAL INDIA SPINNING 

The Central India Spining, Weaving 
and Manufacturing Co. Ltd has earned a 
gross profit of Rs 7.84 lakhs for the year 
ended June 30, 1969, against a loss of 
Rs 14.50 lakhs for the previous year. Its 
sales improved to Rs 9.64 crores from 
Rs 8.01 crorcs. The directors of the 
company have, however, proposed to 
pass over the equity dividend for the year 
In view of the accumulated losses, 

KNATAU NAKANJi 

The .Khatau Makanji Spg. and Wvg. 

Co. Ltd proposes to maintain its dividend 
for ihe year ended June 30,1969 at Rs 10 
per share in spite of a fall in its gross profit 
frdpi Rs lZp.78 lakhs to R$ 100.17 lakhs. 
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The company’s sales have, however, risen 
from Rs 833.86 lakhs to Rs 986.91 lakhs. 
The directors have provided out of the 
profit Rs 41.43 lakhs for depreciation, 
Rs 24 lakhs for taxation, Rs 9 lakhs for 
development rebate reserve and Rs 4.48 
lakhs for managing agents’ commission. 
The entire net profit of Rs 21.26 lakhs 
has been transferred to the general reserve 
out of which the proposed dividend will 
be paid. 

CHOWGULE STEAMSHIP 

Chowgule Steamship Ltd hopes to add 
sizable tonnage to its fleet in the near future. 
The company has succeeded in obtaining 
one bulk carrier of about 15,000 tonnes 
dwt. out of 10 bulk carriers that are being 
built in Rumania under Indo-Ruma- 
nian credit arrangements. The chairman 
stated recently that the reduction in grain 
imports might hit the bulk carriers’ trade 
of this country. Because of the diver¬ 
gence of the American tonnage to tramp 
trade owing to ncar-halt of the Vietnam 
war and the availability of new modern 
vessels of larger size every year, the freight 
rates have sho\\Ti a gradual do^\l 1 ward 
trend and chances of freight rates going up 
in the near future arc bleak, the chairman 
stated. 

CAPITAL AND BONUS ISSUES 

Consent has been accorded to ten com¬ 
panies to raise capital amounting to over 
Rs 6.40 crores. Six of them are to issue 
bonus shares totalling over Rs 67.54 lakhs 
and the amount of bonus shares ranges 
between Rs 6,27,500 and Rs 20 lakhs. 
The consents are valid for 12 months. 
The following are the details: 

American Spring Sc Pressing Works 
Private Ltd, Bombay, has been accorded 
consent to capitalise Rs 6,75,000 out of its 
general reserves and issue fully paid equity 
shares of Rs 500 each as bonus shares in 
the ratio of one for six equity shares held. 

Dhelakhat Tea Company Ltd, Calcutta, 
has been accorded consent to capitalise 
Rs 10.52.060 out of its general reserves and 
issue fully paid equity shares of Rs 10 each 
as bonus shares in the ratio of three for 
every five equity shares held. 

Continental Device India Ltd, Delhi, has 
been accorded consent to capitalise Rs. 
8,00,000 out of its general reserves and issue 
80,000 fully paid equity shares of Rs.lO 
each as bonus shares in the ratio of four 
for five equity shares held. 

Kamanl Tubes Private Ltd, Bombay, 
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has be^ accorded consent to captmKse 
Rs 16,00,000 out of its general reserves and 
issue fully paid equity shares of Rs 10 each 
as bonus shares in the ratio of one for two 
equity shares held. 

The East Ganhoodih Colliery Company 
(Pvt) Ltd, Calcutta, has been accorded 
consent to capitalise Rs 20,00,000 out of its 
general reserves and issue fiiliy paid equity 
shares of Rs 100 each as bonus shares in 
the ratio of two for five equity shares held. 

Khanna Silk Mills Private Ltd, Amritsar, 
has been accorded consent to capitalise 
Rs 6,27,500 out of its general reserves and 
issue 6275 fully equity shares of Rs 100 
each as bonus shares in the ratio of one for 
two equity shares held. 

Crookes interfran iJd, Bombay, has been 
accorded consent to capitalise Rs 9,00,000 
out of its general reserves and utilising 
the same in raising the paid-up value of 
1200 equity shares from Rs 250 to Rs 1000 
per share and making them fully paid-up. 

Banarhat Tea Company Ltd, Calcutta, 
has been accorded consent to issue 9.3 per 
cent cumulative second preference shares 
of Rs 100 each of a value of Rs 4,00,000 
and equity shares of a value of Rs 22,50,000 
to the shareholders of Choonabhutti Tea 
Co. Ltd., and New Dooars Tea 
Co. Ltd on amalgamation of the 
latter companies with Banarhat Tea Com¬ 
pany Ltd. in the manner approved by 
the High Court, of Calcutta. 

Pulgaon Cotton Mills Ltd, Bombay, has 
communicated to government its proposal 
to issue capital of Rs. 37 lakhs under 
clause 5 of the Capital Issues (Exemption) 
Order 1969 comprising (i) Rs 10 lakhs 
in equity shares of Rs 10 each to be issued 
at par on conversion of the existing un¬ 
secured loans of like amount; (ii) Rs 9 
lakhs in 7.75 per cent debentures of Rs 100 
each to be issued for cash at par to the 
managing agents of the company and 
(iii) raising of a loan of Rs 18 lakhs from 
the Stale Industrial & Investment Cor¬ 
poration of Maharashtra Ltd against 
mortgage of company’s assct.s. 

Tata Engineering & Locomotive Company 
Ltd, Bombay, has communicated to gov¬ 
ernment of its proposal to issue capital of 
Rs 5 crorcs under clause 5 of the Capital 
Issues (Exemption) Order, 1969 comprising 
50.000 7} per cent debentures of Rs 1000 
each to be offered to the public by prospec* 
pectus for cash at par. 
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EAffTEKN ECbl^b^Igr'' 


COMPANY MEETINGS 

JAY ENGINEERING WORKS LTD., 
CALCUTTA 

Chairman’s Speech-1969 

Speech delivered by Lala Cbarat Ram, Chairman, Board of Directors, 
at the 32nd Annual General Meeting held on September 22, 1969, at 
Calcutta. 



Lala Charat Ram 


Friends, 

I have pleasure in welcoming you to the 32nd annual general 
meeting of the Company. 

The accounts of the Company for the year ended March, 1969 
have been in your hands for sometime now and you would have 
noted that the Company has done well during the year under re¬ 
view. The improvement has been mainly due to the operations of 
fan factory at Calcutta and our factory at Hyderabad. The work¬ 
ing and profit of the sewing machine factory at Calcutta was 
however not satisfactory. 

Juspitc of improved profits, the dividend for the year though 
better than last year, barely equals the current interest rales of 
borrowings or deposits. This is becau.se your Directors have been 
following a conservative dividend policy and feel that it is neces¬ 
sary to continue the same policy in the interest of the Company's 
growth. 

Soeral factors have contributed to the jncrea.scd profit of the 
year. Production was more in all the units and sales were commen- 
suratcly higher. Cost reduction measures initiated in the last few 
years have also started yielding results. The emphasis placed on 
the Hyderabad unit has pulled that unit out of the red and well 
on the way to still better returns. But for the setback lately in the 
operations of the Calcutta units, to which I shall refer presently, 
the favourable trends continue and are being further strengthened. 

I mentioned earlier about the increase in the production at our 
factories. This process was however halted in our Calcutta 
factories in February, and thereafter there has been a downward 
trend in production due to incessant labour problems. We share 
these problems with other industries in Bengal and it is a matter 
of deep regret that factional labour leadership should be playing 
about with matters affecting productive activity in the State, 
inspitc of the fact that leaders of the State government have made 
no secret of their belief that the future of the State and its well 
being depends upon industrial development and higher produc¬ 
tivity, We are stretching ourselves backwards in an effort to 
find ways and means of establishing peaceful working conditions, 
but it has not so far been possible to find a way which would be 
consistent with high production levels and disciplined working. 

The position of the sewing machine factory is particularly un¬ 
satisfactory because its economics is vulnerable at the bbst of 
times and the factory is therefore very sensitive to any activity which 


interferes with its production and efficiencies. 

Our units in Calcutta are fine specimens of productive engineer¬ 
ing capability. We have got excellent technical teams of people for 
production us well as development activity, and highly skilled 
workers. Our wages, incentive bonuses and other terms of service 
are amongst the best in the country. This combination of ma¬ 
chinery, technology and monetary recognition is capable of wonder¬ 
ful performance if it is spared the tribulations of politico-trade 
unionistic adventurism. I earnestly hope and pray that a situation 
will come about when the full potential of the factories in Calcutta 
would be realised for the benefit of the consumer and the worker 
and the economy of the State. 

As you know, the products of your Company enjoy an all- 
India market and an extensive export market. We have to incur 
large expenditure on freight and terminal taxes etc. in distributing 
the goods from our Calcutta factories. This expenditure can be 
considerably reduced, and the competitive position of our products 
improved, if the products arc manufactured in different parts of 
the country. The Hyderabad unit was set up several years ago 
with this object in view. We have now decided to set up a unit at 
Agra. Regional dispersal will not only help in reducing our costs 
of distribution, but will also help in stabilising the profits of the 
Company, by neutralising regional or unitwise shortfalls. Our 
investment in the existing units is also continuing concurrently, 
and the production plans drawn up call for nearly 50% increase 
in production of the Calcutta units. God willing, and with the 
help of our workforce, we hope to achieve this. 

Our affiliated Company in Ceylon had another year of success¬ 
ful operations. The production and profit have recorded further 
increase and [the current operations are continuing the same 
trend. 

1 mentioned last year that we are looking into the possibility 
of setting up manufacturing facilities for our products in foreign 
countries. In pursuance of the above policy, we have entered into 
an agreement with a firm in Sudan whidi will manufacture fans in 
that country under the USHA brand name. We shall give techni¬ 
cal assistance for setting up and operating the plant and shall have 
an option to participate financially at a later stage. We are study¬ 
ing the possibility of making similar arrangements in certain 
other countries. 

As we meet today, the agricutti^t and economic situation in the 
country presents a better pictore than in the past. Recesition 

- 
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which alTected engineering and consumer industries for several 
yeani) is definitely lifting up. Demand for consumer goods is 
increasing. Against these favourable circumstances, we are still 
faced with inflationary pressures on the cost of primary and inter¬ 
mediate products and on wages in one form or the other. On 
top of these, increases in Govemmem levies and the cost of Go¬ 
vernment-sponsored services continue unabated. Cost of produc¬ 
tion, therefore, continues to inch up while, on the other hand, it 
is not possible to increase prices to the same extent. Profits are, 
therefore, under constant pressure and, as Alice would put it, we 
are having to run all the time faster in order to keep in the same 
place. 

Before I close, I feel it appropriate to make a brief reference to 
the ferment taking place in the human head and heart in India, as 
elsewhere in the world. The great truth about the Indian society 
today is ‘change*, ‘movement*. Unprecedented ferment is not a 
temporary disturbance that will settle down in a few years or 
decades. The causes that have set the people of this country in 
rapid motion are deep, and they arc gathering strength. Indivi¬ 
duals and social groups are restless, volatile, seized with the notion 
that they can radically alter their lives and their characters. In 
fact, they can and they do. 

This surge of change has profound consequences for that bundle 
of hopes and fears, that untidy bundle of attitudes and commit¬ 
ments called our management policy. In an increasingly fluid 
world, we cannot organise the hope of order around the protection 
of the status quo. Rigid, formal structures will crack. Old state¬ 
ments of goals, such as “our business interests”, will have less 
relevance. The concept of a balance of power will shift from the 
simple mechanical idea of of equivalent weights to a much subtler 
meaning, more like the biochemical balance of an organism, or 
the emotional balance of a personality. 

The play of national politics is getting looser, more flexible, 
more concerned with creating the future piece-meal by seizing ad 
hoc opportunities of cooperation between people. Legal systems 
and social doctrines are receding from men’s imagination. In the 
years ahead, we will have to shift faster and consciously reconsi¬ 
der the patterns of our actions in this very diiTcrent national 
scene. 

Mass literacy and prolonged schooling is becoming an estab¬ 
lished fart in our country. And the educated man mu‘‘t necessarily 
replace the rich man as the characteristic leader of society. The 
change runs from muscle to mind, from power based on legalities 
of office and ownership to influence derived from knowledge and 
from the arts of communication. As in other advanced societies, 
command has to be replaced by persuasion, and impersonal routine 
by imaginative innovation; the steeply hierarchical order of deci¬ 
sion: making has to be replaced by a broader, subtler process in 
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which many more people become involved in forming an organi¬ 
sation's direction and future character. 

In no country, not even fast-moving Japan, is the pace of 
material advance able to keep up with the rising desire for “more”. 
As prosperity takes people*s minds off their bellies, they turn with 
even higher expectations towards the kinds of desiderata of which 
there can be no affluence, no overflow. In the short run — the 
one we live in — the rise of these powerful expectations extin¬ 
guishes any hope of a contented, stable world. 

Within many nations, including the U.S. and Japan, respect for 
law has notoriously declined in recent years. Probably this is 
connected with the rapid expansion of individual freedom. Physi¬ 
cal force has become a huge ingredient in the total power deploy¬ 
able in national affairs. 

Your Company's management follows a totally open policy 
with no secrets and no confidential files or papers. One advan¬ 
tage of a more open policy is to prepare the people for dangers 
ahead that may be quite different from the dangers of the recent 
past. Without trying to forecast tomorrow’s crises, we may be 
certain that stability in our time is not going to take the form of a 
stable equilibrium among peoples that are fixed and known quanti¬ 
ties. We will not be able to construct even in imagination a model 
of what the country and the world ought to be. Indeed, wc arc 
not able to imagine with much precision what our o\\ai nation 
ought to be five or ten years hence. 

Inspitc of all the uncertainly and the difficulties, we look for¬ 
ward to the future with confidence. We are producers of goods and 
as long as we do this with an eye on the consumer’s needs and 
with competence and economy, the financial results would take 
care of themselves. In the last few years, wc have taken several 
measures for reshaping the management organisation, for im¬ 
provement and development of our products, and for effecting cost 
reductions, which have already started yielding fruit and should 
keep the Company on an even keel in the coming years. 

Friends, I have attempted to give a fair account of the opera¬ 
tions of the Company during the year, and the prospects for the 
coming year. I hope it has been a gratifying account, Inspitc of 
the unfavourable factors which are an unavoidable part of the total 
picture. 1 hope and trust and pray that wc sliail not be deterred 
by the difficulties but shall capitalise on the opportunities and I 
shall have a better account to give to you of the operations of 
the Company when we meet next. 

I am sure you will join me in expressing my appreciation of the 
commendable performance of the Company’s organisation as a 
whole during the year, and especially the hard and devoted work 
of the officers and the supervisory rtaff at all levels, which has made 
possible the results of the year. 

Thank you. 

Note : This does not inirport to be a record of the proceedings 
of the Annual Geoe^ Meetings 


EASTERN ECONOMIST 
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BHARAT HEAVY PLATE AND 
VESSELS LTD 

Speech delivered by Shrl S.N. BilKrami, Chairman, at the Third Annual 
General Meeting of the Company held on 17th September, 1969 at 
Visakbapatnam 





Shri S.N. Bil|;ranii 


Gentlemen, 

It gives mo great pleasure to welcome vtni to the Third Annual 
General Meeting t>f the company. The Directors' Report and the 
Audited Statements of Aivoiints of the company foi the year 
ended 31st March, I960, have been circulated to all of you and 
have been with you for some lime. I sluill Ihcrehirc, with your 
permission, take them as road. 

2. Before commencing the day’s biisinoss, I wish to express my 
feeling of deep sorrow and profound grief on the sad and sud¬ 
den death of President Dr. Zakir Husain in May 1069. On behalf 
of the Board (>f Directors and myscif, I wisli to filace i>n record our 
deepsense of gi ief.it the passing away of thisgreai leaderandedu¬ 
cationist. 

3. Daring the year under review, the Heavy Plate and Vessels 
Works has m’de substantial progress, rhoiigh the broad details 
and areas in which the progiess is made .aic given in the Dircctois* 
Report already cnculalcd to vou. I wouhi like (o touch some ot the 
aspects of the delay caused in tno coiisliuction of the faeiory due to 
non-av.iilability of steel. As you will notice fjom tlic Dircctois’ 
Report, the cimslruction ot tiic biuldings, pai liculaily the main 
fabrication shop, has fallen behind schedule by n.-ailv ten monilis 
due to the delay in the icceipt of steel plates and sections. How¬ 
ever, steps were taken to reduce the dcl«iy as far as possible by 
installing some of the equipment at alternative locations to enable 
the commencement of initial production. By this and by sliortcii- 
ing the scheduled period ofequipmcni election, it is hoped that the 
delay in the overall ctnistruelion and commissioning schedule will 
be reduced to onl\ about six months subject to the leceipt of 
the balance of steel platos and sections by the end iT this year. 

4. 1 am glad to inform the members that initial production was 
inaugurated in July 1060 by Shri K.C. Pant, Minister of Slate for 
Steel and Heavy rngincenng. I am also very happy to h.ivc had 
the opportunity, w ilh some ofllie Directors, to be associated lecciit- 
ly with the despatch of the first Hern of fabricated equipment. It is 
gratifying to note that >oiir company has taken up jirodiiction even 
before the completion of the entire factory and that >our com¬ 
pany has so far secured orders worth about Rs. 150 laklis for sup¬ 
ply of equipment required by the steel, fertilizer, petroleum and 
pctro-chcmical industries. 

5. As you will sec from the Directors’ Report your company 
has been keenly pursuing collaboration proposals with reputed 
overseas companies for the manufacture of air and gas separation 


plants and high pressure vessels. While the proposals for tie-up in 
the case of air and gas separation plants have been approved by 
Board of Directors and sent to the Government for their approval, 
collaboration proposals for the maniifacfuic of high pressure ves¬ 
sels under scrutiny by your Board in the light of offers recei¬ 
ved from one or two foreign companies. Your company will be 
able to fill up a serious gap between the demand and availability * 
of equipment for the process industry with the finalisation of 
these two collaboration agreements. You will therefore appre¬ 
ciate that w ith the proposed diversification, your company will be 
in a better ptisition to contiibule in a greater measure towards the 
construction of the process industiics in the country and thereby 
save valuable foreign exchange. 

6. As you aic aware, your company w ill be producing custom- 
built equipment in accordance wiili the requirement of the process 
industries. Therefore, practictilly all the jobs will have to be plan¬ 
ned and processed as individual equipment and the chances of re¬ 
petitive poHlLiction arc remote. This makes the job of raw mate¬ 
rials rdanning extremely difficull. Normally, oiir custorncis re¬ 
quire the cqumm.-nt to be delivered to them wilhin a pci/od of 
9 to 15 months from the dale of order. Under the present conditions, 
the procurement ofraw materials itself lakes not less than 9 months 
—in most cases much longer than this |>eriod~ - leaving a very ‘mall 
period for the actual fahrieati»m in the shop. The customers of 
your company have a fairly tight lime schedule fixed by them, fn 
this context it is pertinent to mention that while in many cases we 
find that we can undciiakc the m inufaclmc and supply of equip¬ 
ment required by the customers as they fall within the range and 
capacity of our factory, it is difficull for us to guarantee the deli¬ 
veries as required by the prospective customers due to the non- 
availabiliiy of the raw materials, particularly .stcc! plates of boiler 
quality, low and high alloy steel, etc. This also applies to the pro¬ 
curement of heal cxchangor-tubcs, forged discs, flanges, etc. 

7. As this factory is designed to fill the gap between the demand 
and the existing production facility for the* manufacture of cus¬ 
tom-built equipment required by the various process industries, it is 
vci'y essential to utilise to the maximum extent possible the fab¬ 
rication facilities being established. This is possible only if clearan¬ 
ces are given by the Government with the minimum of delays for the 
procurement of the required raw materials by your company. In 
the case of your company^ the orders it can accept for manufacture 
depends very much upon the elimination of delay and the availa- 
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hlllty of the required raw materials in lime. I woutd^ therefore, 
appeal to the Government to give serious thought to this problem. 

8. With the establishment of your factory, we will be in a posi¬ 
tion to meet a major part of the requirements of pressure vessels 
and other process equipment for the fertilizer, petroleum, petro¬ 
chemical and other industries. The equipment mentioned above 
accounts for about 60 % of the cost of those units and it is therefore 
hoped that the establishment of your company will make a major 
contribution towards reducing considerably foreign exchange out¬ 
lay of these plants. 

9. Your company has also been exploring the possibility of lo¬ 
cating overseas markets for your products. With this end in vicu, 
to start VN'ilh, your company is participating in an exhibition in 
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Tehran, organised by the Government of India and the Iran Gov¬ 
ernment, as it is hoped that there is a possibility of establishing 
joint ventures in this region. 

10. I thank my esteemed colleagues on the Board for their 
valuable advice and co-operation in the management of the affairs 
of the company. On behalf of the management I wish to express 
appreciation of the good work done during the year by all officers, 
stair and workers of the company. 

11. I now commend for your adoption the Balance Sheet and 
Profit and Loss Account for the financial year ended 3ls» March, 
1969. 

N.B. Tlii.s docs not purport to be a record of the proceedings of 
the Annual General Meeting. 


EASTERN ECONOMIST 


THE FERTILISERS AND CHEMICALS, 
TRAVANCORE LIMITED 

(Incorporated in Kerela State -Liability of Membors Limited) 

Regd. office : ELOOR. UDYOGAMANDAL. KERALA 

Speech Delivered by the Chairman Shri Parakkat Achutha Menon 
I.C.S (Retd.) at the Twentyfifth Annual General Meeting held on 27th 
September 1969. 



Gentlemen, 

I am glad to welcome you to the Twentyfifth Annual General 
Meeting of the Comixmy and to pre.seni to you (he Accounts of 
the Compitny and the Report of (he Directors for the year ended 
31st March 1969. 

You will be glad to hear that the Company has made a nci 
profit of over 3 million rupees after providing about 12 million 
rupees for depreciation and over 14 million mpccs for inicjcsi 
payments. This has been possible due to the improvements in 
production achieved in the Udyogamundul Division in spite of 
142 power failures and voltage drops experienced in the clcciric 
supply system during the year.' The loss of production during 
the year on account of the unsteady power supply was of the 
order of nearly 4 millions rupee. 

The Committee appointed by the Governmciu of Kerala to 
study the problems connected with the elcciiic supply system 
has been at work. With the assistance of the Indian Institute 
of Science, Bangalore, the Committee has been able to idcntilN 
most of the weaknesses in the electric supply system. I gather 
that the Electricity Board ha.s taken steps to rectify these deficien¬ 
cies. As they involve the installation of equipment, this process 
will take time. We hope that with the installation of the equip¬ 
ment that is being arranged by the Electricity Board, this distressing 
feature of the electric supply sy<icm will be considerably reduced 
in the future. 

Although the Company has made a profit, it has not been 
possible to declare any dividend as the accumulated losses have 
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first to l>c wiped out. You will be glad to hear that the amount 
now remaining of these losses is less than a million rupees. 

Production 

During (he last few months our production has shown con¬ 
siderable improvement and f am confident that by the end of this 
financial year the Company will be able to show much better 
result. You would have seen from the Rcpoit of the Directors 
that in the year under discussion the Company had achieved 
higher production in all products except Single Superphosphate 
and NPK Mixtures. There has been a drop in the demand for 
Single Su|K*rphosphaic on account of availability of large quanti- 
lics of imported di-ammoniiini phosphate ami coniplcx fertilisers. 
There has beer a slight drop in tlic demand for NPK Mixliiies 
mainly on account of ihe drought in Tamilnaclii. Mysore and 
parts of Andhra Pradesh. 

ICxpanvion Programmes 

Udyogamandal Division : The f ourth Stage Expansion Pro¬ 
gramme of the Udyogamandal Divi.sion is well untlci way. It is 
likely to be completed by the end of this year. 

Cochin Fertiliser Prelect : The construction work is progressing 
well but we aie unfortunately faced w ith the problem of inordinate 
delays on the part of a few indigenous suppliers who have con¬ 
tracted to deliver some of the major items of equipment. The 
delays in some eases extend to nearly a year from the oiiginal 
dates of delivery promised by the suppliers. This has necessarily 
upset the schedules of erection and commissioning. Originally 
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it w:is expccletl that the Cochin Project wouJd be commissioned 
by the end of this calendar year. But the delays in the supply 
of the equipment referred to above inevitably makes this impossible. 
The construction schedule has been redrawn with a view to reduce 
the delay to the minimum. I hope that the Management will be 
able to get the Plants commissioned by the middle of 1970, cverf 
though delays in delivci> of equipment in some eases v^ill be more 
than a year. 

The Second Phase of the Cochin Project is now imdcr the 
the consideration of the Government of India. The pioposiil 
is to establish a capacity of over 137,000 tonnes of P,Oj by the 
electro-thermal loutc. The Internationa I Bank for Rcconslruc- 
lion & Development, to whom the Government of India had 
applied for assistance for financing this project, sent a team of 
officials some lime ago to visit your Company and make an 
appraisal of the project. The team has completed its preliminary 
Studies. The matter is now engaging the attention of ilic Govern¬ 
ment of India and the International Bank and I hope that a decis¬ 
ion on the proejcl will be announced soon. 

TACT Kngineering & Design Organisation—FKDO 

The FACT I nginccring and Design Organisation continued 
to do good work duiing the year. One of the major contracts 
that Ft'DO lias secured during the year is for a 3(X)-tonne Sul¬ 
phuric Acid Plant for the Travancorc Titanium Products. FEDO 
has also undertaken the complete design, cngincAjring and construc¬ 
tion of the Plants for M/s. Catalysts & Chemicals Inc. of USA 
and the Formic Acid Pr(»i'-Vi fur the Poi i>:ir C hemicals (^f C'oehin 
at Edayar. 

FACE Engineering W orks 

During the year FAC'P Engineering Works has expanded its 
activities considciably. In addition to die mechanical erection 
work in the Cochin Piojcct, the FAC’!' Engineering Works has 
also undertaken a niimlicr ofcontiacis on the basis of competitive 
tenders tor fabrication and erection v\orks at Trivandium, Madras, 
Baraimi, etc. Gn accoiuil of the FACT Fngjnccrlng Works 
undcrlak'ng substantial fahr’car.on work and mcchanic.il election 
in the Cochin Pn j- et and in the JV Stage Ex|>ansion Pr<vcranime 
of Udyogaminual, the C'omoany has been able lo clfecl consi¬ 
derable savings. 

Research and Development 

1 he Rcseaich Dcparimenl of your (.Company has continued 
to do good woik during tiie >car. One of the interesting procc.sses 
the Rcscireh Division has been able to determine is the one for 
C’onccnlialion of Phosphoric Acid. 

Marketing 

Your Company’s marketing net-work is well oiganised in 
South India. It has been keeping pace with the expanding needs 
of the Company. As the Cochin Project will be going into pro¬ 
duction of Urea next year, the Mm keting Division has also taken 
up a seeding programme for Urea. 

1 am glad to say that the Marketing Division has been able 
to sell the products of your Company at minimum cost. The 
Sivaraman Committee appointed by the Government of India 
to look into all aspects of marketing of fertilisers had indicated 
ihat marketing expenditure between 18 to 21% would be quite 
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reasonable. No doubt, this expenditure includes items like 
freight A handling charges, godown rents, commission to agents, 
publicity A sales promotion expenditure and establishment costs. 
You will be glad to hear that your Company has been able to limit 
the marketing expenditure during the year to 9.3%. I would 
also like to lake this opportunity to point out that the expenditure 
incurred by your Company on publicity is negligible indeed com¬ 
pared lo what other similar firms both in India and abroad spend 
on publicity and sales promotion. As against an expenditure 
amounting to 5 to 6% of the .sales turn-over incurred by other 
firms, your Company has always been limiting this expenditure 
to very much less than one jy^rcent of the turn-over. On the 
whole, the marketing operations of the Company have not only 
been done most economically but has also contributed towards 
the profits of the Company. 

• 

When the Cochin Project and the Fourth Stage Expansion 
Programme of Udyogamandal arc completed, the Company 
will have a capacity of 240,000 tonnes of Nitrogen and 45,0QjQ^ 
tonnes of P,Ob When the Second Phase of the Cochin Proj^jt^ 
is also completed the Phosphoric acid capacity will go up to over 
180,000 tonnes of PgO# The fertilisers that your Company’s 
units will be able lo produce will be able to meet more than 40% 
of the demand in the four Southern States. As several other 
giant units are coming up in the region, the competition that your- 
Company is going to face during the next decade will bo very 
severe indeed. Jt is therefore neccSvSary for your Company to lake 
advance action to intensively develop its markets. For this a 
market development programme has to be planned and imple¬ 
mented. It is estimated that this programme w^ould involve 
nearly Rs. 9 million over a period of three years. This can no 
doubt be recovered from the sales of your Company’s products 
in the first five lo seven years of its increased production at the rate 
of Rs. 2 to 3 a tonne. 

Industrial Relations 

Industrial relations have been quite cordial dining the year. 
Negotiations liavc been going on for some lime for the fixation 
of wages on the basis of job evaluation. T am glad (o inform 
you that an agreement has been concluded to the satisfaction of 
both Management and Labour. 

Wo have received excellent cooperation from the Government 
of India and the State Governments of Kerala, Tamilnadii, Mysore 
and Andhra Pradesh. 1 take this opportunity to convey our 
feelings of gratitude to these Governments. 

Our Managers, Engineers and Workers have been giving 
the C'ompany loyal and devoted service. On behalf of you all 
I take this opportunity to convey appreciation of the work they 
have done. 

On behalf of the Board of Directors 1 would also like to thank 
the Managing Director, Shri M.K.K. Nayar for the thoroughness, 
the energy and the enthusiasm with which he has continued to 
carry on his heavy responsibilities. 

I now move that the Director’s Report and Annual Accounts 
for the year 1968-69 be approved. 

Note : This docs not purport to be the proceedings of the 
meeting. 



^ob«r^. BAyrERN BCKiNOMtST 


657 


Setting'up a fertilizer plant? 



P&D can help you 


What is it you peed 7... 

8 complete fertilizer plent from planning 
to push button commissioning 7 a techno- 
economic feasibility study 7 a detailed 
project report 7 investment analysis 7 
evaluation ot tenders 7 a process design 7 
detailed engineering 7 fertilizer catalysts 7 

Backed by a complement of about 500 
engineers, scientists and technologists, 
BOO draughtsmen, nearly 300 backing 
technical staff, about two decades of 


experience in the design and operation of 
large scale fertilizer plants and extensive 
modern research laboratories, the P&D 
Division of FCI is the only organisation to 
take up any assignment pertaining to the 
fertilizer and chemical industry. 

What makes P&D unique is that the 
expertise in all the disciplines pertaining to 
the fertilizer and chemical industries is 
available at short notice and without 
involving foreign exchange. 



THE PLANNING 
A DEVELOPMENT DIVISION 

GIFT Buildings. P.O. Sindri 
Oist Ohanbsd. Bihar. 

Tele: 6541/4 (Jhsna) 

Grams; PLANOEV SlNORI. 


PERTlUiJ^CR 90RP0RAT 


ION OF INDIA,LIMITED 


a«a/P0i2-B9 
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4s.,..and UB!/sinthemidstt^diem! 


y4s 


Opportunities for economic development have to be made 
available to all strata of the community. Small business, 
industry and farming, retail trade, transport operations and 
the professions, all need to be given full opportunity 
to develop. 


UBLwith over 180 branches and service oriented personnel, 
is well poised to provide assistance in this process in the form 
of necessary credit where required. 

Come and discuss your credit needs with the Agent of our 
branch nearest to you. 



United Bank of India 

Head Office: 4, Narendra Chandra Dana SaranI 
(Formerly 4, Clive Ghat Straat) 

Calcutta>1. 



OUR BRANCHES IN DELHI 

(I) 12/4, Asaf All Road; (2) 48-49, Chandoi Chowk; 

(3) 90/8, Connaught Circus; (4) Hotel Oberoi Intercontinental, Wellesley Road. 


If 




uftF-i-es 
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HINDUSTAN PHOTO FILMS MANUFACTURING CO. LTD. 

OOTACAMUND 


SPEECH BY THE CHAIRMAN, SHRI H.C. KOTHARI 

Following is the text of the speech delivered by the Chairman, Shri H.C. Kothari, at the Eighth 
Annual General Meeting of the Company held on 27th September 1969 


Gentlemen. 

I have pleasure in welcoming you to this 8th Annual General 
Meeting of the Company. The Directors’ Report and the Audited 
Statement of Accounts of the Company for the year ended 31st 
March 1969 have been with you for sometime now and with your 
permission I shall take them as read. 


Handing over the acceptance certificate 

2. The Acceptance Certificate of the factory signifying the 


successful culmination of the 
erection and commissioning 
of a Photo Films Plant in 
india, was handed over to 
the Collaborators during the 
yeiir. Thus your Company 
has reached an important 
landmark in Ms career, i 
feel proud to say that our 
production ojTcrations arc 
now completely in Indian 
hands. The experience 
gained so far especially the 
fact that we have been able 
to stabilise and also step up 
production of such a highly 
sophisticated product as 
Medical X-ray enables me 


Collaboration Agreement, vi/.. 



Shri II.C. Kothari, Chairman 


today to say that our technicians have already proved their 
mettle and have demonstrated that, given the opportunity and 
training, they could produce gpods comparable in quality with 
the best in the world. 


Production and sales 

3. Production during the year amounted to 1.2 million sq.m, 
which was only 20% of the rated capacity. This is inevitable since 
ours is an industry where full capacity could only be reached gra¬ 
dually, the varioas items in the product-mix being taken up for 
manufacture one after the other. 1 may add that, in an intricate 
chemical industry of our type, the gestation period from the siart 
of production to the point when wc can anticipate profits is neces¬ 
sarily long and los.ses during the initial years of production are 
unavoidable. In addition the year under review witnessed a very 
steep rise in the prices of several of our important raw- materials 
and the Company had to bear a niajor part of this burden without 
passing it on to its customers. However, the loss incurred of Rs. 
2.04 crorcs was mainly due to the entire fixed overheads, represen¬ 
ting mostly depreciation and interest being not recovered through 


the year's production. A redeeming feature in our uise is that ik> 
.soon after commencement of operations, our output now com¬ 
pletely takes care of entire requirements of the a>untry's Movie 
Industry in regard to Cine Positive Film. Production of what 
was considered a complicated and sophisticated item viz.. Medical 
X-ray, has also been stabilised during the year and the output is 
being increased rapidly. Our production now' meets a sizeable 
portion of the total demand and, given the same condition.s as arc 
obtaining now, within the next year or so we will be able to meet 
the entire demand of the country in respect of this item also, 

4. Our factory now' turns out C’inc Film Positive. Meilical 
X-ray and Bromide Paper. Cine Film Sound, Roll Film, 35 mm. 
negative Film, Portrait Film and Document Paper arc the items 
that arc being taken up for manufacture dunng the year 1969-70. 
We hoi>e to reiich a total production of 3.5 million sq. m. during the 
current year. With this production, I hope that during 1969-70. 
the losses will be less and wc may be able to recover all the over¬ 
heads barring interest and depreciation. 

5. On the sales front our turnover is steadily on the iiKrcase. 
During the year under review our total sales amounted to Rs. 
229 lakhs against Rs. 88 lakhs last yc«ir. The anticipated turnover 
for the next year is Rs. 628 lakhs. A notew'orthy feature on the 
.sales front is the fact that we are receiving rcjscat orders from ex¬ 
port markets. This by itself bears adequate testimony to the fact 
that our products arc comparable in quality with what is available 
in the rest of (he world. 

6. Till now' our efforts w'erc nuinly directed in consolidating 
and .stabilising production operations and in ensuring that in qualifx 
our products bear favourable comparison with the products mar¬ 
keted by reputed foreign manufacturers. Ifenccfi»rward wc would 
be in a position to l>cs(ow greater uticntion to increasing the pr(»- 
duciion at the same time maintaining the quality for which our 
products have already earned a name. 

Shortage of Medical X-ray 

7. A subject on w hich your Company had to face a lot of criti¬ 
cism during the year under review' was the shortage felt all over the 
country of Medical X-ray Film. As I stated earlier, production of 
this highly sophisticated item was taken up and stabilised in the 
factory during the year and (he C ompany is doing all that it could 
to gradually step up its output. In fact it has achieved a fair 
measure of .success in this direction in that our present output 
of X-ray Film is about 50,(K)0 sq.m, per month which is equal to 
half the country’s total demand. It is incorrect to say, as had been 
made out by some of our critics, that wc undertook to meet the 
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entire demand of the country in the very first year of production. 
In point of fact our production programme was formulated after 
fully taking into account the availability of the imported products 
in the market. In retrospect, I would say that the shortage was 
primarily due to the licenced imports not reaching the market in 
lime. For the next y*\ir we are carefully watching the market 
trends and I feel confident that it will be possible for us to cater to 
the entire demand and also to assure uninterrupted supplies to the 
consumers. 

Expansion Schemes 

8. You will he happy to hear the C ompany's programme for 
colour film manufacture has found a place in the Fourth Five 
Year Plan. We arc taking up vigorous preliminary steps like gett¬ 
ing a feasibility reix)rt prepared, contacting potential foreign 
collaborators for securing technical assistance and so on. I am 
confident that we will make a big headway in this direction during 
the next few months and our project for manufacturing colour films 
will lake concrete shape soon. 

9. In the context of expanding our present capacity I would 
like to share some thoughts with you to-day. There is already a 
move to persuade the Crovernment to license anolhcr unit to manu¬ 
facture photographic materials. It is my feeling that it will neither 
be in the national interests nor in the 'ntcrcsts of this Public Unit 
to create competition in this field at this stage. For quality 
manufacture of a highly sophisticated cvmimodity like photographic 
goods which demands a lol of research and development the over¬ 
heads are so enormous that the size of the unit must basically be 
large. Low price and good quality in this field can only be assured 
if the manufacturing operations are done on a large scale. That 
being the case it w'ould only be prudent to allow us to expand our 
rated capacity, for which we had already applied, instead of creat¬ 
ing com|x:ting units which in the very nature of things have to be 
uneconomical in si/c. I am confident that after taking all the as¬ 
pects into consideration Cloverninent themselves would come lo the 
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conclusion that creation of another unit in this field would be un¬ 
economic. 

10. Your Board commissioned the National Productivity 
Council to conduct a detailed 0& Nf study of the non-tcchnical 
departments of the Company and to train some of the personnel 
in the latest 0 & M techniques with a view to rationalise and im¬ 
prove the working of these departments. The NPC completed 
this work during the year and have successfully given training to 
about a dozen of the employees. The recommendations of the 
MPC" in this regard are being studied. 

11. In a modern factory of our ty|>c the need for carrying out 
systematic studies of man-power utilisation and deployment, and 
scientific planning of future man-power requirements cannot be 
over-emphasized. Also there is u long-felt nced^for evolving a 
rational wage structure on the basis of a proper job-evaluation, 
liuving these considerations in view your Board have commis¬ 
sioned the National Productivity Council to undertake manpower 
assessment studies, job evaluation and wage survey in the factory. 
The Consultants arc expected to complete this work within the 
course of a year. 

12. The labour situation in the C ompany till very recently was 
calm and the relations with the Unions quite cordial. However,^ 
on two recent occasions strike notices were served by one of the 
Unions. Happily on both these occasions amicable settlements 
were reached and the strikes averted. 

13. In conclusion let me compliment both the Management and 
the workers and the staff for the zeal and diligence with which they 
are working and arc meeting the various problems and challenges. 

I am confident that, despite all the trouble® and difficulties we have 
faced in these initial years, our Company has definitely a bright 
future ahead. 

Note ; -This does not purport to be a record of the proceedings 
of the Annual General Meeting. 
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WHO,IN RUSSIAN,MEANS: REPEAT ORDER FOR BON COFFEE 



Brooke Bond follows up its 1968 export success with 


a repeat order from Russia for nearly four million 
tins of BON. This repeat order is India*s largest single 
instant coffee export order ever and earns for our 
country Rs. 80 lakhs in valuable foreign exchange. 

Exported to many countries of the world. 

Bon proves once again its international popularity. 

BON-for great coffee flavour! 
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THE GWALIOR RAYON SILK MFG. (WVG.) CO, LTD. 

(Pulp Division) 

Birlakootam — Mavoor—Kozhikode 


saves 


enormous foreign exchange for National Development 


manufacturing Rayon-grade Dissolving Pulp out of 
bamboo eucalyptus and wood 


Gram : ‘WOODPULP*. Calicut. 


Phone t 3971-74 


m 

Mg. Agents : Biria (Gwalior) Pte. Ltd. Calcutta 
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POrSHA INDUSTRIAL CO. LTD. 


Extracts from the review by the Chairman, Mr. M. R. Ruia, made at the 12th Annual 

General Meeting held on 24th Sept. 1969. 
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GOOD YEAR FOR POYSHA 

Total sales rose from Rs 3.19 crores in 1967-68 to a little over 
Rs 4.25 crorcs in the year. This while not hitting the target 
of Rs 5 crorcs plus which I had envisaged last year, still gives a 
total increase in sales over the preceding year of about Rs 1.06 
crores, which is a very satisfactory increase by about 33 per cent. 
The total sales by Kaira Can Company, our Subsidiary, which 
is making more and more of the containers which Poysha used to 
make for the Gujarat Dairy complex exceed Rs 1.07 crores. 
Taking Poysha and this subsidiary together, our turnover exceed¬ 
ed Rs 5.32 crorcs, as against a total corresponding ligure of 
Rs 3.63 crores for 1967-68. I expect that the two between 
them will effect a total sale of about R.s 6.5 to Rs 7 crorcs this 
year unless something unexpected happens. 

PLANT DEVELOPMFNT 

A number of improvements have been made in the lhana 
factory during the year. Two godowns for the storage of tin¬ 
plate godowhs fc^r the storage of tinplate and of hazardous goods 
were constructed. 

A printing line was transfeircd to Ghaziabad factory during 
this year, and its requirements of printed sheets arc now being 
very largely taken care of by itself. In brief, this factory is rapidly 
approaching self-sufficiency and is now beginning to cxiler to a 
much larger clientele in Northern India. The Danish plant 
acquired for Colrigc from Tube Supplies Ltd., Madras, is now in 
position. With a little more balancing equipment, Colrige should 
now easily cater to a larger and more extensive range of extruded 
tubes and containers. 

INNOVATIONS CONTINUE 

We have as usual continued to introduce technological innova¬ 
tions, and are easily the leading manufacturer in this 
country in this regard. Wc have been carefully w'aiching 
developments abroad, and wherever we have felt that any of them 
could be immediately introduced into our country with beneficial 
results on manufacturing techniques and costs, wc have not hesi¬ 
tated to do so. 

No progress, however, has so far been made in the country in 
the introduction of tin-free steel (TFS) which some knowledgeable 
quarters consider will in the course of the next decade or earlier 
almost completely replace conventional tinplate for many varie¬ 
ties of cans. 

It, has been estimated that there would be a demand for about 


70,000 tonnes of TFS in India in 1970, rising to about 88,000 
tonnes in 1974. 

ACTION CALLED FOR 

Tin being a costly commodity, which is also scarce, more and 
more attention is necessarily being paid throughout the world 
for its gradual elimination or its substitution by other metals, 
for the manufacture of metal containers. The question of price 
alope, in a country like ours, would strongly support the accelera¬ 
tion of this course of events. 

Cans made wholly or partially of blackplatc will obviously bo 
cheaper than cans made entirely from conventional tinplate. 
These poinl.s, we feel sure, wmII weigh w^ith Government in consi¬ 
dering the substitution of blackplatc and TFS for conventional 
tinplate to the extent possible in can making . Wc have recently 
approached the Government of India in this regard and requested 
them to arrange for the production of adequate blackplatc be¬ 
cause at present wc receive much less blackplatc than wc need. 
The stiflfening com|x;lition between the principal can-manufac¬ 
turers has had the healthy ctTcct of streamlining their operations, 
toning up their efficiency, and in some cases making them reduce 
the price to the consumer. But competitive price reduction 
cannot go beyond a certain point, and may result in some of the 
lesser manufacturers falling by the wayside in the process. The 
simple fad is that the main dement in the cost of the tin can is 
tinplate and this i.s factor which must increasingly compel the 
Government to modify their excise policy suitably. 

INCREASING EXPORTS 

Wo have recently been approached by foreign parties for large 
quantities of printed sheets and containers to be exported to 
them on a continuing basis. Our Sales Manager has recently 
been on a visit to some of the relevant countries, and we hope 
that a larger and steadily increasing export business w ill soon result 
from these tentative approaches. 

Advances in techniques and numerous innovations arc occur¬ 
ring year after year in all advanced countries. It is possible, 
up to a point, to keep in general touch with these through technical 
publications and journals and periodical visists abroad, but this 
would hardly be adequate. Constant and close technical help 
from a manufacturer of international repute would seem to 
be essential in a rapidly changing industry of this kind, if one 
is not to remain constantly behind the times. This is parti¬ 
cularly so if wc wish to establish a sizeable export trade in the 
face of strong foreign competition. 
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Commercial Policy and Economic Development in India : V. S. Vartikar; F. A. Praeger, 
Publishers, New York, 1969; Pp 168; Price not given. 

Significance of the New Strategy of Agricultural Development for Small Farmers : V. S. 

Vyas, D.S. Tyagi and V.N. Misra; Agro-Economic Research Centre, Sardar Patel 
University, Valiabh Vidyanagar; Pp 95; Price Rs 10. 

India and Regional Development—The Case for a Common Market : H.T. Parekh; Vora 
& Co. Publishers Private Ltd., Bombay; 1969; Pp 90; Price Rs 6. 

Profiles of Chhattisgarh—Socio-Economic Survey of Bhilai Region : Directorate of 
Economics and Statistics, Madhya Pradesh; Popular Prakashan, Bombay; Ppll9; 
Price Rs 22.50. 

The Gold-Money Rift : P. R. Brahmananda; Popular Prakashan, Bombay; 1969; 
Pp 35I;Rs 36. 

The Changing Structure of Industrial Finance in India : L.C. Gupta; Oxford Univer¬ 
sity Pres?; 1969; Pp 182; Price Rs 38.50, 

Reviewed by Prof. S.S.M. DESAI 


Commercial policy can play an important 
part in the strategy of economic develop¬ 
ment of the poor, overpopulated, demo¬ 
cratic countries which are in great need of 
capital formation for improving the stan¬ 
dard of living of their teeming millions. Tn 
his hook Commercial Policy and Econom^*' 
Development in fndia^ Dr Vartikar has 
shown in a very convincing way how this 
can he done. 

Bleak Prospects 

The author maintains that export in¬ 
dustries, though not unimportant in our 
economy, are not likely to become a lead¬ 
ing sector in the development of ihecountry. 
Unfortunately the t>oJicy makers do not 
seem to have recognised this fact. Export 
sector of our economy is small compared 
with the country's national income. Before 
1956, export earnings formed about 6 
per cent of the national income; since then 
the proportion has stagnated around 5 per 
cent. Due to a number of reasons such as 
falling world demand for our goods, supply 
restrictions and increasing competition 
from other countries, the author feels that 
our country can do very little to remedy this 
situation. 

Jn recent years we have been trying to 
promote our exports because of shortage 
of foreign exchange. In the final analysis 
all export promotion measures amount to 
price reduction for the benefit of foreign 


countries and therefore the author raises 
doubts whether such a policy can always 
be in our national interest. He also shows 
how our policy to encourage exports of 
processed goods in place of raw materials 
is wasteful. For example, we almost al¬ 
ways earned less foreign exchange by ex¬ 
porting groundnut oil and oilcakes than 
by exporting raw groundnuts, and the same 
may be happening in case of hides and 
skins. Such an apparently desirable policy 
can possibly do more harm than good. 
It diverts limited possible investment and 
employment into comparatively less im¬ 
portant industries. Such a policy is not 
likely to succeed unless the country has 
cither a complete monopoly of the raw 
materials concerned or there is interna¬ 
tional co-operation. 

Qualified Policy 

Dr Vartikar is of the opinion that in 
spite of all the talk of export promotion, 
our country has never followed an un^ 
qualified export promotion policy. Besides 
taxing exports and overvaluing the rupee, 
we also regulate exports of some items by 
quota restrictions. Though probably de¬ 
sirable, the author is of the opinion that 
these restrictions are badly managed. 

A continuous rise in imports accompa¬ 
nied by a comparative stagnation of ex¬ 
ports has created a perennial problem of 
balance of payments for us. The country 


O^ber 

meet$ the increasing deficits by reducing 
foreign exchange reserves, encouraging 
an inflow of private foreign capital and 
seeking more and more foreign aid. The 
quantitative restrictions on imports are 
mostly of ad hoc nature and in the process 
the government has aggravated and compli¬ 
cated the problem of economic develop¬ 
ment. Dr Vartikar feels that the inflow 
of private foreign capital would solve our 
balance of payments problem. But since 
private foreign capital is equated with pri¬ 
vate enterprise and because of the suspici¬ 
ous attitude of our political leaders, such 
a prospect does not seem to be probable 
in the near future. This is definitely one of 
the hurdles in the path of our economic 
development. 

Discussion of commercial policy in¬ 
evitably leads to the discussion of industrial 
development. The author has very con¬ 
vincingly shown that our industrialization 
is neither planned nor left completely to 
free enterprise. It seems to be suffering frcjpi 
the defects of both the systems at the same 
lime. 

• 

Pertinent Points 

The author has very perfinent things to 
to say about our agriculture. Indian agri¬ 
cultural development is the precondition 
of sustained growth. Unless the peasant is 
helped to produce more food and encourag¬ 
ed to sell a larger part of his production in 
exchange for industrial goods, increasing 
number of people cannot be given gainful 
employment in the non-agricultural sector. 
The author has shown very convincingly 
how our commercial policy, which com¬ 
pletely neglects the peasant who is the 
central figure in the economy, seems to 
have ignored this fact. 

The planning is city-based and ignores 
the potential market in rural areas. Thus, 
we export oilcakes (animal feed) and im¬ 
port liquors; export edible oils and import 
petroleum for cars; export sugar and 
import household electrical appliances! 
The import of fertilizers which were in 
great demand was reduced in 1961 and 
1962 and import of long-staple cotton for 
superfine cloth was increased! Cement 
exports are subsidized while rural areas do 
not get cement for housing I Food imports 
under PL 480 have made prices of food- 
grains unremunerative. Indeed food¬ 
growing is not at all an economic pro¬ 
position in our country. 

Dr Vartikar concludes that generally spea¬ 
king* the defects in our commercial policy 
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are due to a defective strategy of economic 
development. There scent to be two main 
shortcomings in the development efforts. 
First, agricultural development has not 
been given sufficient emphasis and, second, 
not enough use has been made of the price 
mechanism. The planners do not sccm to 
realise that exhortations, controls, rationing, 
state trading, nationalization of industries, 
high taxes or even building a few spectacu¬ 
lar factories do not constitute economic 
planning. “Developmental planning con¬ 
sists of evolving policies that will create 
high material incentive for the majority 
of the people to make decisions that they 
would otheiwise not make and to use 
governmental power and finance to under¬ 
write growth in the lagging sectors that 
would otherwise grind down the engine 
of growth.” The shortcomings in our 
commercial policies are, generally speaking, 
attributable to the lack of economic plan¬ 
ning. 

Dr Vartikai lias brought a ficsh approach 
in examining the commercial policy of the 
Government of India and by implication the 
industrial and agiicullural policies of the 
government. He has built in a brief space 
of lcs.s than 15(>"pages a convincing case for 
re-examining the hypothesis and the frame¬ 
work of our five-year plans. 

THE NEW TECHNOLOGIES 

In Sigflificcmcc of the New Sirategy of 
Agriiiiltural Development for Small Far¬ 
mers, the authors have examined the pfften- 
tialilies of the new' technology as exem¬ 
plified by the high-yielding varieties pro¬ 
gramme in making the economy of the 
sm-ill farmers viable in two areas — a 
relatively prosperous region of Nudiad 
Taluka of Kaira dislricl and a relatively 
poorer Dehgam taluka of Ahmedabad 
district. 

Two important considerations for agri¬ 
cultural development in our country are 
the size of the holding and the technology 
adopted. The new technique revolves round 
the use of high-yielding varieties of seeds. 
But in areas in which this new' technique 
is feasible, its adoption is advocated exten¬ 
sively irrespective of the size of the farm. 
This is because it i.s generally assumed 
that this new technology is neutral to 
scale. This assumption, however, that the 
new technology provides answer to prob¬ 
lems of all farmers has to be carefully 
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examined. If it is established that for cer¬ 
tain reasons farmers operating land below 
a minimum size cannot substantially bene¬ 
fit from intensive agriculture even with the 
adoption of the new technique, or in other 
terms, if additional cost of new' inputs 
will not bring forth commensurate 
returns, this would lead to the 
conclusion that alternative measuies for 
rehabilitation of small farmers’ economy 
will have to be explored and provided. 
This alternative can be in the form of pro¬ 
vision of non-farm employment and 
supplementary CHX-upations to agriculture 
as dallying and rural industrialization. 

l‘hc authors have arrived at st>me insf- 
ruclive conclusions. It is estimated that 
about 25 per cent of the currently ‘non- 
viable’ (i.c. with an annual household in¬ 
come below 2,25U ruj-ices) farms in Nadiad 
taluka could be made viable by the adoption 
of hybrid b.ijra and an extra expenditure of 
hundred rupees ix'r farm incurred on this 
process will yield an extra income of about 
ihcaisand rupees. What is more instructive 
is (hat (he study also indicates that even 
on the assumption of extra inputs and 
high level of cITicicncy in their use, farms 
below 4.5 acres in Nadiad taluka and be¬ 
low seven acres in Dchgan taluka will not 
become viable. Thus even in the 
IXMOus' Kaira di^triLt, the percentage of 
such potentially non-viabie farms is esti¬ 
mated to be more than 70 j>cr cent. 

As Prof. M.L. D.mlwala has pointed 
out in his foieward, the results of any 
empirical study arc as good as the assump¬ 
tion?.. the mothoiloli'i^v adopted and (he 
voracity ol the held tiata. The research 
team has taken great ]xiins to claiifv their 
assumptions and nu lliodology. This team 
has ilicrcforc m ide a commendable 
altempl to piovide niofc precise dimensions 
to the highly comple\ problem of the place 
of small farmer in th^ new' strategy of <Hir 
agriciiltmal development. More of such 
empirical sUidiLs vvoiiM treatly enhance 
our understanding of the problem and will 
prove extremely use fill to policy-makcis. 

REGIONAL CO-OPERATION 

The object of Iml/e/ ami Regional Develop¬ 
ment — The ease for a Common Market is 
to plead for the cause of regional co¬ 
operation between this country and our 
neighbours in south Asia, namely Ceylon, 
Singapore, Malaysia, Burma, Nepal and 
Pakistan. It is Mr Parckh’s conviction that 


with economic integration this region can 
be transformed into a strong, prosperous 
and powerful group of countries which 
can take n proud place among the comity 
of nations. Except India the other coun¬ 
tries arc so small that by themselves they 
cannot be economically strong and hence 
this regional co-otUTation. 

The author feels convinced that India has 
a distinct place in south Asia and therefore 
should take initiative in this regard. The 
combined effect of geography and history, 
religion and culture, trade and association 
is too rich a heritage to be neglected for 
building a new economic relationship. 
This area, according to the author,^ can 
easily be tinned int<^ a viable economic 
unit. Even for defence purposes this re¬ 
gion can be developed into a single bloc. 
The talk of an Asian Economic Community 
on the pattern of the European Economic 
Community is, opines the author, obvious¬ 
ly unrealistic, Asia being too vast and too 
hcierogencmrs to form a single viable 
economic unit and hence the economic 
integration of only south Asia. 

Hurdlet and Pitfalls 

Even this effort is full of hurdles and 
pitfalls and would succeed only if wc have 
sufficient faith and imagination. But a 
beginning can be made by evolving a new 
policy with Ceylon. Recent experiences of 
both the countries suggest that they can 
gain much by helping each other (by agree¬ 
ment such as on price and quantity of ex¬ 
port of tea and rubber) instead of casting 
their eyes to the wcsicrn countries for 
assistance. Similar iiadc agreements can 
he entered into with Malaysia with the 
eventual object of establishing fiee liadc 
among iliesc countries as also common 
custom in respect of outside countries. 
The iiithoi feels that India’s trade pact with 
Nepal may serve as a model. If we have 
allowed trade preferences to Yugoslavia 
and the UAH, why not to those countries 
in south Asia? Ultimately the wludc of 
south Asia may be covered. 

Tlic author feels that it is the moral 
obligation of India to take the lead in this 
icspecl by such measures as bilateral trade 
talks, acceptance of payments in their 
national currencies for Indian exports, 
granting of loans and credits to enable 
them to gel capital go^ds from India, joint 
ventures and encouragement of tourism. 
Mr Parekh feels that such and other steps 
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would eventually lead to the establishment 
of a common m irkct for south Asia with 
free trade, common tariff and mutually 
integrated economies. 

Mr Parckh^has built his case for common 
south Asian nurkci on extremely tenuous 
grounds, glossing over many of the difli- 
cullies which appear formidable. The 
economies of most of the six countries 
which the author mentions are essentially 
competitive and not complementary, which 
is a prerequisite of economic integration 
among countries. Also, there is no country 
among the six which, like Japan, produces 
at the present requisite capital goods. 
Without such a highly industrialised coun¬ 
try as an impoitant member, the common 
market would only mean a mere assemblage 
of agricultural countries with little hope 
of becoming in near future an economically 
viable entity. 

The political barriers in the way have 
also been underestimated by the author. 
He should realise that after 20 years, within 
which two bloody wars were fought, our 
relations with Pakistan continue 
to be intractable and a solution 
as distant as ever. And the author 
admits that without Pakistan this common 
market would be meaningless. The Indo- 
Ncpal trade pact which the autlior quotes 
as a model has proved to be a great head¬ 
ache to India which is pressing for its re¬ 
vision. If not the establishment of a 
common market, one good thing which 
may come about as a icsult of Mr Parckh’s 
book is that at least lo some extent our 
attention may gel diverted from the western 
region to south Asian countries which we 
have neglected for long. What however 
India needs to do first is to remove restric¬ 
tions on inter-state trade within the country 
such as food /ones and restraints on ex¬ 
port of goods from one stale to another be¬ 
fore it embarks on establishing free trade 
area in south Asia. Before we become 
iniemationalist, let us first become a little 
more nationalist! 

A SOCIOLOGICAL SURVEY 

After the Ciovernmcnt of India decided 
to locate the gigantic iron and steel plant 
at Bhilai in Chhatlisgarh region of Madhya 
Pradesh, the Directorate of Economics 
and Statistics, Madhya Pradesh, under¬ 
took a scheme to prepare a bench-mark 
survey of the conditions prevailing in 
this region with a view to examine the 
irn.!>act of industrialisation on the local 
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economy as also to make a systematic 
and scientific appraisal of the chang¬ 
ing socio-economic conditions of the local 
people. The Directorate has already pub¬ 
lished the reports of the first (1955-56) 
and second and third (1957-59) rounds. 

Profiles of Clihaffisgarh contains the resu¬ 
lts of sociologie s survey conducted as part 
of the third round. This survey covers such 
astx'cts of HKial and cultural life of ihc 
people as patterns of household and village 
economy, family and marriage systems, 
training of children, individual attitude 
towards society and the state, religious be¬ 
liefs and rituals and statas of women in 
sLKiety, etc. 1'hc survey provides a sort 
of framework for instituting comparisons 
at later stages to measure impact of in¬ 
dustrialisation on the social system of the 
region. 

The backbone of the social structure in 
this region (as in other parts of our country) 
is caste which continues to be a deciding 
factor in the social set-up. Class differentia¬ 
tion exists only in a diffused form as agri¬ 
culture is the chief occupation of the people. 
Village panchayats continue to play an 
important role in most of the villages and 
comparative absence of crimes in some of 
the villages is solely due to the influence 
exerted by that institution. 

Dynamics of Casta 

Caste has always been of interest to 
students of our social life. Previously the 
interest was more in the origin of the 
caste system; but recently the inteiesi has 
shifted to the dynamics of caste. There are 
about 35 communities in the area and the 
survey contains vivid description of the 
major casto.s such as Tcii, Ahir, Raut, 
Kiirmi, Chamar, Kanwar, Halba, Marav 
and their social, religious and economic 
practices. 

The process of industrialisation 
of this region has brought about certain 
changes in the caste system. Thus a ma¬ 
jority of Chamars have abandoned their 
traditional occupation of picking up dead 
animals of curing and tanning hides and 
have risen to higher status. Similarly, 
Tolls have also raised their status by taking 
to cultivation and trade after abandoning 
their traditional calling. The status of caste 
people seems to be fluctuating with their 
economic position and material attain¬ 
ments. But generally changes brought 
about in the caste system by the impact of 
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industrialisation of the region app^r to 
be only marginal as yet. 

The survey provides interesting informa¬ 
tion about family and marriage institutions 
in the region. It gives details about types 
of marriage, bride price, marriage rituals, 
widow marriage and relations between 
husband and wife. We can definitely notice 
some effect on all these matters as a result 
of greater economic independence which 
some women have come to enjoy due to 
availability of jobs in the industrial region. 
However, the change in women’s economic 
status docs not seem to have brought a 
corresponding improvemant in their social 
and family status. 

Dominant Role 

Panchayats both statutory and traditional 
are effective means of social control of 
individuals, groups and sub-groups. How¬ 
ever, the statutory panchayats and other 
legal institutions such as the courts ar^ 
not as effective a tool of social control as the« 
tradilional panchayats. The traditional 
village and caste panchayats still continue 
to play a dominant role in the day to day 
life of the village community. These pan¬ 
chayats do not have any written code of 
laws or rules but rely on conventions and 
customs based on approved norms. 

Chhatlisgarh lay until recently in the 
backwaters of development. Its placid 
agricultural life remained undisturbed for 
many centuries. Since the establishment of 
the Bhilai Steel Plant, (he area has been 
thri^ii into the vertex of change. Commu¬ 
nications arc improving and immigration 
are taking place. New employment oppor¬ 
tunities arc bringing outsiders to the area. 
New ideas arc gradually spreading. People 
showed awareness that industrialisation 
may affisct them favourably and also ad¬ 
versely, tliough the majority could con¬ 
ceive of benefits rather than disadvantages 
of industrialisation. With the spread of 
education, more and more people are 
taking interest in political activities and 
social movements. 

Profiles of Chhatlisgarh is a typicitl 
bureaucratic produn^tion written in a very 
uninteresting and prosaic style and badly 
got up. The reader gets lost in all kinds of 
details and the picture of the impact of 
industrialisation that finally emerges is 
very vague and indefinite. Any number of 
good models of such surveys are now 
available and the Directorates of Economi- 
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cddntty’♦irblifd do w^ll t6 follow those iho- 
dels instead of bringing out such unattrac¬ 
tive atfd appallingly'bad productions. 

THE MONETARY SYSTEM 

Tlhe Current system of the world monetary 
arrailgemcnts was founded partly on Key- 
nisian and partly on neo-classical theories. 
But by experience it is now found that this 
system is incapable of sustaining any fur¬ 
ther growth of international trade in a 
harmonious and fruitful manner. The 
international monetary arrangement has 
often been forced to the brink of dis¬ 
aster similar to the one in 1930s. It is 
therefore now freely being admitted that 
the world monetary arrangements need 
some fundamental structural changes. 
I>r P.R. Brahmananda's scholarly book on 
the subject, The Gold-Money Rifi, should be 
read against this background. 

The author has made an attempt to de¬ 
velop a framework of a theory of inter¬ 
national liquidity almost along the lines 
of the classical theory. He has explained 
in considerable detail the evolution of the 
international gold standard from its early 
phase to that of the gold exchange standard 
which, in spite of its several well-known de¬ 
fects, the author seems to admire. 

The author has explained clearly the 
benefits and disadvantages of the system of 
reserve currency with the privilege of con¬ 
vertibility into gold. It is obvious that unless 
the reserve currency country is careful in 
pursuing an austere fiscal-monetary policy, 
there is always the danger of that currency 
ceasing to enjoy the confidence of the 
countries holding the reserve, resulting 
either in the withdrawal of gold or de 
facto suspension of the convertibility. The 
world has already experienced similar de¬ 
velopments in case of the US dollar in re¬ 
cent years. 

In order to make the system 
function smoothly. Dr Brahmananda is 
of the opinion that additions to supplie.« 
of monetary gold are essential as also a 
a substantial increase in the price of gold. 
The author also rightly lays stress on the 
fact that smooth functioning of any inter¬ 
national monetary standard (including the 
gpld standard) requires some international 
authority* This >vas of course foreseen 
during the inter-war period and the result 
haa been the establishment of the IMF. 
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atihlysed in a very detailed way the Working 
of the IMF and the system of Special 
Drawing Rights. Tt is dimciilt to agree 
with some of the views of the author in 
this matter. The IMF cannot be held 
responsible for the failure of some of the 
leading members of the Fund to restore 
their balance of payments equilibria. The 
IMF is not an international economic 
dictator and it is not the function of the 
IMF to discipline member-countries. 

The role of the IMF is to persuade count¬ 
ries, by inducements such as hnancial assis¬ 
tance, to pursue appropriate economic 
policies to restore bala^e of payments 
l>osition as early as possible. Taking the 
post-war conditions into consideration 
one is inclined lo say that the IMF has 
played an extremely useful role in granting 
financial assistance, in fostering inter¬ 
national monetary co-operation and mini¬ 
mising the impact of many disruptive forces 
which are operating during the post-war 
years. This by no means implies that the 
IMF is a perfect organisation and that no 
improvements in its structure and func¬ 
tioning are necessary. Against this back¬ 
ground Dr Brahmananda’s criticism of the 
IMF appears unwarranted. 

Importing Inflation 

The author is not very hopeful about the 
institution of SDRs from the point of view 
of developing countries. He is afraid that 
the developing countries by using the 
SDRs would be importing inflation. This 
argument goe? against the author's plea for 
a substantial increase in international li¬ 
quidity to substain an increasing volume 
of international trade. Of course the SDRs 
must not be issued in excess and it is also 
true that the direct benefits of this institu¬ 
tion to developing countries may not be 
much. Yet on the whole, it would be 
advantageous for the developing countries 
to participate in this scheme of creating a 
new reserve asset. 

Dr Brahmananda is of the opinion that 
in our country there sliould be open market 
operations in gold to provide elasticity to 
the monetary system and to arrest infla¬ 
tion as also deflation. He favours that we 
should obtain u substantial quantity of 
gold from abroad on a long-term basis to 
be used as monetary reserve. According 
to him, this step would 
bring down the present premium 
on gold In India and the government may 


even be In a p^ition to mobilise with¬ 
in the country. Though something may 
be said in favour of this proposal consider¬ 
ing our peculiar conditions, the proposal 
is open to the criticism that it goes against 
the whole trend in current monetary theoiy 
and advocates the establishment of the 
hegemony of gold which the world for all 
practical purposes gave up since 1930s. 

One, however, would entirely agree 
with the rejection by the author of the 
system of fluctuating exchange rates as a 
means of restoring equilibrium in the bal¬ 
ance of payments position of a country. 

Dr Brahmananda seems to favour an 
international monetary system which is 
based on gold, with a substantial amount 
of international monetary co-operation 
and with some flexibility for varying the 
price of gold from time to time. While 
one may find fault with a system that allows 
frequent changes in the price of gold on 
the ground that it would lead to intense 
speculation in currencies which would be 
damaging to orderly growth of interna¬ 
tional trade and payments, it must be ad¬ 
mitted that for a long lime to come gold 
will retain a dominating position as a 
source of international liquidity and any 
proposal for reform must be based on this 
realistic assumption. 

Dr Brahmananda’s book on this ex¬ 
tremely topical and important subject 
will be heartily welcome. The author 
has already made a name in the field of 
monetary economics and his book is full 
of scholarship and insights. Thf appen¬ 
dices on Euro-dolJars and Special Drawing 
Rights would be found extremely illumi¬ 
nating. There is no doubt that the students 
of monetary economics would greatly 
appreciate this book of Dr Brahmanada. 

INDUSTRIAL FINANCE 

In the Changing Slnictnre of Indusnial 
Finance in India the author has examined 
evolution of industrial finance since 
Independence as a result of the growth 
of institutional finance. This study is how¬ 
ever restricted to the financing of the large- 
scale industries in the private sector only. 

The institutional financing mechanism 
for the private sector industries in India is 
composed of (a) the ordinary financial 
institutions such as commercial banks. 
Life Insurance Corporation of India amlj 
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investment trusts which obtain their funds 
by mobilizing personal savings and (b) 
the special institutions which are financed 
largely from government sources. In purely 
quantitative terms commercial banks re¬ 
present the most important institutional 
channel of industrial finance. But about 
85 per cent of the funds made available by 
them are in the form of short-term credit. 

In 1950, non-banking financial inter¬ 
mediaries were of relatively little impor¬ 
tance in industrial financing. By 1965 
however the position was entirely changed 
and they have come to dominate the scene. 
Among the other new institutional de¬ 
velopments of this period are the entry of 
commercial banks into the field of term 
lending and undenvriting of industrial 
securities, the emergence of the LIC as a 
heavy buyer of industrial securities and the 
establishment of the Unit Trust of India. 
The availability of institutionalized personal 
savings for industrial finance also depends 
on ihc regular ions governing the investment 
of such funds. Certain growing forms of 
these savings in India such as provident 
funds are required lo be invested wholly 
in government and senii-govcrnmcnt securi¬ 
ties. 

Desirable Development 

A desirable dcvciopmcni would be to 
widen the range of eligible securities for 
investment of provident funds and other 
trust funds, by permitting a small propor¬ 
tion to be invested either diiectly in pri¬ 
mary industrial securities satisfying cer¬ 
tain criteria or indirectly through the me¬ 
dium of the Unit Trust of India. 1'hc author 
rightly thinks that there is a definite case 
for a re-examination of the legal provisions 
governing the investment of trust funds 
as the present provisions are very much 
out of dat^. 

The heavy dependence of the present 
institutional arrangements in India on 
special institutions is a feature derived 
largely from the underdeveloped character 
of the Indian economy. The depressed 
state of the stock market since 1962 has 
accentuated this dependence on special 
institutions. 

According to Mr Gupta a strong point 
in favour of the special institutions is that 
they can be very helpful lo new firms and 
industries. The provision of financial 
facilities for such firms and industries has 
a special significance at the present stage 
of India’s industrialization. The ordinary 
financial institutions such as commercial 
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banks^ because of the institutional cons¬ 
traints inherent in their structure, tend 
to avoid risk by concentrating on financing 
of established firms and indtistries. 

According to the author the present 
institutional structure cannnot be regarded 
as a permanent one. The institutional fi¬ 
nancing mechanism is something that is 
continually influenced by changing econo¬ 
mic forces, including the pattern of savings 
and investment. The author anticipates 
that though in the immediate future the 
special institutions may probably increase 
in relative importance, in the long run, as 
personal savings become more institutiona¬ 
lized and as India achieves greater indus¬ 
trial maturity, the special institutions are 
likely to lose some ground to the ordinary 
financial institutions. 

Mr Gupta has done really an excellent 
job in bringing out this book. A good deal 
of the data presented in this book is being 
made available to the students of economics 
for the first time. The author has very 
assiduously analysed the primary data 
which has been interpreted in an intelli¬ 
gent way. His attempt at evaluating the 
Indian experience of institutional forms, 
techniques and policies in the field of in¬ 
dustrial finance should be of immense 
value to the policy-makers in all the under¬ 
developed countries. What is of greater 
significance is that the developments exa¬ 
mined in the book are not only of signi¬ 
ficance from the point of view of the supply 
of industrial finance but have wider social 
and political implications for India’s mixed 
economy. Students of Indian economy will 
remain obliged to Mr Gupta for this 
scholarly and excellently produced book. 
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RECORDS AND STATISTICS 

FOREIGN COLLABORATIONS : INCOME-TAX GUIDELINES 


n has been represented to the Central Board of Direct Taxes 
that in determining the lax liability of foreign and Indian parti¬ 
cipants in technical collaboration agreements, different norms and 
principles are being applied by different income-tax officers with 
the result that there is a great deal of uncertainty in the minds 
of the foreign parties regarding the incidence of Indian tax on the 
income derived by them under such agiccmenis. A suggestion 
has, therefore, been made that in order to remove this uncertainly 
the various tax problems arising under technical collaboration 
agreements, may be reviewed by the Board and detailed instruc¬ 
tions issued to the assessing officers so that there is uniformity 
as well as certainty in the matter of tax treatment. 

The Board has issued recently a circular containing the general 
principles to be followed by income-tax officers for determining 
the tax liabilities of foreign and Indian participants in technical 
collaborations. The circular is reproduced in full below. 

The lax problems arising in the cases of foreign collaborations 
arc extremely varied and diverse, and the decision depends not 
merely upon the terms of the particular agreement but also on the 
^ nature of the technical know-how actually imparted thereunder. 
'It is, therefore, not possible to lay down olear-cut solutions to 
cover all conceivable situations. Only general principles and guide¬ 
lines can be indicated w'hich should be applied in individual cases 
according to the facts of Citch case. 

Techfeal Know-how 

‘Technical know-how' is a teim of wide connotation and in¬ 
cludes several kinds of technical knowledge, assistance and services. 
7’hcreare several ingredients constituting technical know-how such 
as (i) the design of the product to be manufactured (li) llie design 
of the process for manufacture, (iii) the design and engineering 
of the plant, (iv) the erection and commissioning of the plant, 
etc. There arc also different ways of imparling technical knov.- 
how' W'hich may be (i) through outright sale of designs, know-how, 
etc., (ii) by lending the services of foreign technicians, (in) hy giv¬ 
ing technical assistance during the period of agreement, (iv) through 
royalty or licensing agreements, or fv) tl»rough foreign capital 
participation. 

A further important aspect is whether or not the nomen¬ 
clature used in the collaboration agreement, really indicates 
the correct nature and purpose of the payment. In such cases, 
the real nature and purpKise of the payment has to be ascertained 
and taken into account. 

Broadly speaking, the tax problems arising under technical 
collaboration agreements are of two kinds, viz., those relating 
to the admissibility of the expenditure incurred in the assessments 
of the Indian participant, and those relating to the taxation of the 
amounts in the^hands of the non-resident participant. As regards 
the former, i.e., the admissibility of the expenditure in the hands 
of the Indian participant, the question would be whether the ex¬ 


penditure has been incurred for acquiring or bringing into existence 
an asset or advantage of enduring benefit to ihe assesscc’s business. 
If so, the expenditure will have to be regarded as one on capital 
account. On the other hand, if the expenditure has been incurred 
lor running the busine.ss and working it with a view to produce 
profits, the payment would be allowable as revenue expenditure. 

The question has necessarily to be examined with reference to 
the facl.s of each particular case and no general proposition can be 
laid down that all payments for technical know-how should be 
regarded as revenue payments or that they arc always capital in 
nature. 

A pt>int to be remembered in this connection is that the nature 
of a receipt as capital or revenue in the hands of the non-resident 
participant is not always determinative of the nature of the out¬ 
going in the hands of the person who pays it. If the payment is an 
outright payment for say, the acquisition of a secret process or 
fomiula, the Inmefit of which would ensure pcimancntly to the 
Indian participant’s business, there would be every justification for 
treating ihc payment, in question, as of a capital nature. It may, 
however, well happen that the payment has been received by the 
foreign participant in (he ordinary course of his business so that 
ii has to be assessed as a revenue receipt in his hands. It can 
also happen in some cases that ihe receipt might be regarded as a 
capital receipt in the hands of the foreign participants but the pay¬ 
ment may be regarded as revenue expenditure in the assessment 
of the Indian participant. 

Nature of the Asset 

However, before disallowing the c\|>cndituic the income-tax 
orficcr must fully understand and a^mprehend the nature of 
the asset or enduring benefit which the assessec has acq'jired. 

If what h.a.s been acqu'ied under the agreement is merely a licence 
for the user for a limited period of the technical knowledge of 
the foreign I'laiticipant, together with or without the right to use 
the patents and trade marks of the foreign party, the payment 
would not bring into existence an asset of enduring advantage 
to the Indian participant and should bo regarded as expenditure 
incurred for the purpose of running the business during the period 
of the agrccmcm. The payment would, therefore, be revenue 
in nature. The lecent decision of the Supreme Court in the 
».ase of Commissioner of Income Tax V's. Cl BA of India Ltd. 
(69 ITR 692) provides clear guidance in cases of this type. 

The first step, theieforc. in dealing with foreign collaboration 
agreements is to analyse the terms of the agreement and ascertain 
the facts relating to the woiking or implementation of the agree¬ 
ment in order to find out what rights or benefits or property have 
been acquired under the agreement by the Indian participant and 
for what consideration. In a case where the payment is made 
wholly or in part for a specific service or the supply of a clearly 
defined item of technical know-how, no difficulty is likely to arise 
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in determining the nature of the payment, i.e., whether the expendi¬ 
ture is on capital or revenue account. It happens, however, that 
in several agreements, the payment of a single sum is stipulated 
for a variety of services, assistance and information supplied by 
the foreign participant. Sometimes, this payment is expressed 
as a percentage of sales made by the Indian undertaking. The 
income-tax officer will, therefore, have to go into the facts and 
determine the extent to which the payment made represents con¬ 
sideration for : 

(a) the mere user of technical knowledge and information for 
running the business during the period of the agreement; 

^b) the user of patents or trade marks; or 

(c) the acquisition of an asset or benefit of enduring advantage 
to the business. 

While payments for (a) and (b) above, would be allowable as reve¬ 
nue expenditure in the hands of the Indian participant, expenditure 
under (c) would he of a capital nature. 

(i) Where the technical know-how obtained relates to the 
design and engineering of the plant in India or the erection and 
commissioning of the plant, the payment should be treated as 
forming part of the cost of the machinery and plant and deprecia¬ 
tion and development rebate should be allowed thereon. Where, 
however, the technical know-how' is not directly relatable to the 
depreciable assets and cannot be regarded as forming part of their 
cost, the expendiiurc, though treated as capital, would not be eligi¬ 
ble for the allowance of depreciation and development rebate. 

A Pertinent Quttttion 

(ii) As regards technical know-how obtained in the form 
of drawings and designs and technical information and knowledge 
concerning the product to be manufactured and the process of 
manufacture, it will be sometimes difficult to decide whether 
the payment made therefor is capital or revenue expenditure. 
A pertinent question to be answered in this connection will be : 
Have the technique and knowledge obtained through the designs, 
drawings, etc. become the properly of the Indian pailicipant 
for all time to come or only for the duration of the agreement? 
If it is only for duration of the agreement, the oc.xt question is 
whether the agreement is for such a long period that the Indian 
participant might still be said to have acquired an enduring benefit 
for the purpose of his trade. Further, after the conclusion of the 
period of collaboration, what arc the rights and ticnefits, if any, 
which would permanently accrue to the Indian participant's busi¬ 
ness? 

These and other related questions have to be looked into 
in order to decide whether the expenditure is capital or revenue in 
nature. If as a result of this examination, it is found that no asset 
or advantage of a pcrmanenl or enduring character is acquired by 
the Indian participant, the expenditure should be treated as reve¬ 
nue expenditure and allowed as a deduction. It may, however, be 
noted, in this connection, that if the said expenditure on product 
and process designs and drawings is treated as capital expenditure, 
the Indian participant will not be entitled to any depreciation or 
development rebate on the outlay. The amount cannot also be 
amortised and allowed over a period of years (unless the payment 
is for the acquisition of patent rights which are discussed separately) 
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as there is at present no provision to this effect in the Incopae Tax 
Act. 

(iii) As regards expenditure of a capital nature incurred after 
February 28,1966, on the acquisition of patent rights pr copyri^ts 
used for the purpose of business, Section 35-A of the Income 
Tax Act provides that the expenditure will be allowed as a deduc¬ 
tion in equal instalments over a period of 14 years. 

Facts of tho Casa 

As regard the foreign participant’s tax liability also, the first 
question would be whether the amount received for the supply 
of technical know-how is a receipt on capital account or revenue 
account. The answer would again depend on the facts of the case. 
It has to be observed that the nature of the outgoing in the hands 
of the Indian participant will not always be determinative of 
the nature of the receipt in the hands of the foreign party. In 
the UK, it has been held by courts that a receipt from the sale of 
know-how would be a capital receipt only where the sale of the 
technical know-how or the imparting of technical knowledge and 
information results in the transfer or parting with of the pro¬ 
perty or asset or any special knowledge or skill which would ripen 
into a form of property and that after such transfer the transferer 
is deprived of using the asset. (Please see Evans Medical Supj|^ies 
Ltd. V. Moriarty 35 J.T.R. 707). In all other cases where ho 
capital asset or property is parted with and the transaction is merely 
a method of trading by which the recipient acquires the particular 
sum of money as profits and gains of that trade, the consideration 
received for the sale of technical know-how wifi be on revenu^ 
account. 

If the amount received by the foreign participant is a revenue 
receipt in his hands and the amount is received by him outside 
India the further questions that would arise arc whether the pay¬ 
ment is : 

(i) for services rendered abroad, or 

(ii) for services rendered in India, or 

(iii) represents royally. 

If the amount received by the foreign participant is for ser¬ 
vices rendered entirely outside India that sum will not be subject 
to tax in India because the income will be accruing to the non¬ 
resident wholly outside India. Where the payment received is for 
services rendered in India, the amount will be taxable in India 
subject, of course, to the deduction of legitimate expenses of a 
revenue nature incurred by the foreign participant for the purpose 
of earning such income. If the payment received is royalty, the 
question of allocating the income between India and outside India 
would not arise and the whole amount would be liable to tax in 
India where the patent has been expjoited. Deduction will, how¬ 
ever, be admissible against the royalty income for the cost of 
current services rendered in order to earn the royalty. 

Cases where payments of each the above categories are 
clearly and truly ascertainable from the terms of the agreement 
and with reference to all relevant facts will not present serious 
difficulty. But in cases where the agreement stipulates a consolida¬ 
ted payment or where the true character of the payment is different 
from that ascribed to it in the agreement, difficulty would arise in 
the allocation of the payment for the various services rendered 
under the agrement. Ordinarily, a payment expressed as a 
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percentage of the sales in India is to be treated as payment of 
royalty and taxed in India. When the pityment is stated to he 
for technical know-how or services rendered abroad but is related 
to the sales, the income-tax officer will have to go into the facts 
of the case and determine the extent to which the payment attri¬ 
buted to technical services abroad represents in fact payment foi 
(i) services abroad, (ii) services in India, and (iii) royalty or extra 
royalty for exploiting the know-how in India. 

It is, therefore, necessary that the utmost care should be 
exercised by the assessing officers in determining the true nature 
of the payment when it is a consolidated figure or is expressed as a 
percentage of sales by whatever term the contracting parties may 
decide to call it. Allocation of the payment among the various 
services in India and abroad and towards the royally element, if 
any, included in the arrangement has to be made objectively and 
after a careful appraisal of the precise terms of the collaboration 
agreement and the actual manner in which the terms have been 
implemented in practice. 

With reference to cases of foreign capital participation, u 
may be noted that where shares allotted to a non-resident p;u ti- 
clpant in the form of equity capitalof an Indian concern, in consi¬ 
deration for transfer abroad of technical know-how or services 
or delivery abroad of machinery and plant, and the payment is not 
taxable u/s 5(2)(b) of the Income Tax Act as income accruing or 
arising or deemed to accrue or arise in India, it has been decided 
that no attempt should be made by the department lo bring to 
tax the profits or gains on such transaction merely on the ground 
’ihat the situs of the shares is in India. However, if any operations 
are effected or services are rendered in India, the income will, to 
that extent, accrue or arise in India and will he chargeable to tax 
in India. 

Paymentt of Royalty 

If payments of royalty arc made by way of a free issue 
of equity shares, the value thereof will of course be liable to tax. 
It is only shares which are issued at the time of incorporation of 
the Indian company in lieu of a lump sum payment for (he technical 
know-how delivered abroad lhat will be exempt from income-tax 
as well as the lax on capital gains. Further, if the shares issued 
in consideration for technical know-how at the time of the in¬ 
corporation of the Indian company arc subsequently sold, the 
capital gains realised therefrom would be subject to tax. Pre¬ 
ference shares allotted will be treated in the same way as equity 
shares in this regard. 

In the end, a reference may be made to the provisions of 
Socftion 195 of the Income Tax Act, particularly sub-section (2) 
of that Section which deserves lo be more widely made use of than 
is being done at present. In a foreign technical collaboration 
where the Indian participant who is responsible to pay a technical 
fee, etc., to the foreign party considers that the whole of such sum 
would be income chargeable in the hands of the rccepients, he 
could apply to income-tax officer under Section 195(2) for deter¬ 
mination of the appropriate proportion of such payment which 
would be taxable and in respect of which tax is to be deducted 
in accordance with sub-section (I). In effect, therefore, this sub¬ 
section provides for an advance ruling beijig given by the Income- 
tax Officer in the matter of the lax liability for the non-resident 
participant. 


NATIONAL PRODUaiYITY COUNCIL 

Valuable Literature on Productivity 
Training Manuals (New additions) 

Rs. p. 


1. Job Lvaluation by Dr M, Yoga 5.00 

2. Teaching Communication Methixls by Dr M. Yoga 5.00 

3. Quality Control by Sh. M.V.V. Ramun 5.00 

4. Industrial Safely by Dr A.N. Saxena 5.00 

5. Programme Evaluation and Review Technique (PERT) 

by Sh. N.K. Paul 5.00 

6. Incentives by Shri N.V. KIishniin 5.00 

Ad-Hoc Publications 

7. An Introduction to PiXKluclivity hy Prof. Ichiro 

Nakayama | .00 

8. The Technology, Economy and Philosophy of 

Improving Produciiviiy in the Manufiicturing 
Industries by Dr D.E. Galloway, CBE I (K) 

9. Fuel FtTiciency under *This Mav Help You' 

series by Shr i P.R. Srinivasan 1.00 

10. Meihod Study by Brig. K. Pcniialhui 32.00 

11. Work Sampling by Shri M.V.V. Raman 30.00 

12. Productivity is For You Too 15.00 

13. Industrial Engg. & Fuel Efficiency .Services Report 5.00 

14. APO Study Mission Report on Automobile Ancil- 

liary Industry in Japan 5.(>0 

15. Motivating the Farmci 3.00 

16. Survey of Agricultural Machinerx and Implements 

in India 3.00 

17. New Stokers Manual 2.00 

18. NPC Study Group Repoii on Ceniem Indusii> 2.50 

19. Preventive Maintenance by Shri A.A. Nia/i 1.00 

20. A Citizen’s Guide to Work Study hy Brig. K. 

Pennathur j .00 

21. Planning of livccntnc Scheme by Shri Duiccp 

Singh I 00 

22. Report on Espcil Scinkc in I-i>iindry Techniques to 

India 3 00 

NPC Team Reports • 

23. Oil Industry in USSR. C/cchosIo\akia and Ru¬ 
mania 2.50 

24. Textile Industry in USSR Sc. C/oehoslovakia 3 .00 

25. Indusliiai Maintciianee in W. Germ iny, USA Sc 

Britain 2.50 

26. Iron Sc Steel Iiulusliy m USSR A Czechoslovakia 5.00 

27. Cement Indusiry in France. USA & Britain 2.(M) 

28. Automobile Aiuriliaiy in USA & West Germany 3.(X) 

29. Machine Building Industry in USSR & Czecho¬ 
slovakia 3.(K) 

30. Machine Tool Industry in West Germany Sc Japan 2,50 

31. Glass Industiy in USA & Britain 2.00 

32. Paper Industry in Japan, Mexico, Venezuela, USA, 

UK, Canada. Finland and Sweden 4 00 

33. Light Electrical Industiy in Japan. USA Sc West 

Germany 3.00 

34. Welding Industiy in USA, West C;ermuny& Britain 4.50 

35. Tools, Jigs and Fixtures in USA Sc Britain 2.00 

36. Cable Industry in USA & Britain 4.50 

37. Matciiuis Handling in W. Germany, Biilain, USA 3.00 

38. Radio Electronics at Home & Abroad 5.00 

39. Hotel Industry in USA Sc Japan 5.00 

40. Role of Labour In Productivity 5.00 


F*or copiers ple^isc write to Director (Admn.), National 
Productivity Council. 38-Golf Links. New Dclhi-3. 



6?2 


EASTERN ECONOMIST 


October 3, IjMS 


Foreign Collaborations 

DURING the quarter, April-June J969, the govcinmejit approved 34 cases of foreign collaboration. Seven of these involved financial 
collaboration. 1 here were 12 collaboration cases with the LK, six wiih West Cornsny, five with the USA, three with Switzerland, two 
each with Italy and East Gcimany and one each with Japan, France, Australia and Rumania. 


S. No. Name of the Indian Company 
1 2 


INDIA U.K. 

1. M/s A. P. V. Engineering Company M/s William Gardner Sons Ltd.. U.K. Horizontal mixers ' 

Ltd., 2, jessore Road, Dum Dum, 

CaIcutta-28. 

2. M/s Braithwailc & Company (India) M/s Giddings & Lewis-Fraser Ltd., Scot- Jute carding machines 

Ltd,, Hide Road, C"alcutla-23. land 

3. M/s C hemaux Private, Ltd., Rang M/s ABM Industries Products Ltd., England Bacterial diastase , 

Udyan,SitIadcvi Temple Ro;id, Mahirn 

Bombay-16. 

4. M/s Filtorna India I Id., Killick House, M/sCigaietle Components Ltd., Friendly F^iltcrrods 

(F) Home Street, Bom bay-1. Fiousc, 21-24, C'hiswelJ St.. London 

E.C.l. 

5. M/s Horstmann India Private Ltd., M/s Hoistmann Gear Company Limited, Precision measuring tools 

89, Bhajipala Street, Bombay-3. Bath, U.K. 

6. M/s Indian Explosnes Ltd.. ?4, ( luAN- Agriculiiiie Divisi( n of 1C I at Billir.ghrm Tubes and lubc-plates txpansicn joints for 

ringhee, P.O. Box 9084, Calcutta-16. U.K. urea fertilizer plant at Kanpur 

7. M/s Measuring In^tniincnts India M/s Tcltfii \ Products Ltd., Besildon, U.K. Tcleflcx products for aircrafts 

Private Limited, Eros Building, 

42, Queens Road, Bombay-1. 

8. Mining and Allied Machinciy Cor- M/s Dowty Mining Equifmcnt Limited, Hydtaulic pit piops and accessories 

poration Limited, P.(J. Durgapiii-tO, Ashchurch, near Tewkesbury, Glouces- 
Burdvvan District, (West Bengal) tershirc, England 

9. M/s Plastic Engineering Components M/s Plastic C'oalings Ltd.. U.K 

Private Ltd., Naik Building, Haniiman 
Tckdi, Hyderabad-1. (A.P.) 

10, Shri Pran Chopra, C/O M/s Impact (i) Mr. Collin Ros.sey, U.K. 

(F) Publications Pvt. Ltd., C-7 Nizani- 

uddin East, New DcIhi-13. (ii) Mr. Sclig Harrison, U.S.A. 

11. M/s Simpson and Company Limited, M/s LystaJI Engineering Company Limited, Cromard liners and sleeve valve liners 

Post Box No. 303, 202-203, Mount U.K. 

Road, Madras-2. 

F Indicates cases involving financial paiticipaticn al.so. 


Engineering components with Teflon dis¬ 
persion 

Publications 


Name of the foreign collaborator 
3 


Item of manufacture 
4 
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(1) (2) _ (3) 

12. M/r William lacks A Company (India) M/s A. A. Jones and Shipman Ltd., U.K. Machine shop and small tool equipment 
Pvt. Ltd., Jeevan Vihar Building, 

Parliament Street, New Delhi-1. 


INDIA-U.S.A. 


13. M/s Frick India Ltd., 13/3 Main 
(F) Mathura Road, Faridabad, Haryana . 

14. M/s Greaves Cotton & Co. Ltd., 

Diamond Bits Manufacturing Divi¬ 
sion, 1, Forbes Street, Bombay 


16. M/s Union Carbide India Ltd., United 

Commercial Bank Building, Parlia¬ 
ment Street, Post Box No. 5.13, 
New Delhi 

17. To be formed 
(F) 


18. M/s Beco Engineering Company, 

Harichand Textile Mills Compound. 
Agra Road, Vikroli, Bombay-79 

19. M/s Hada Tools Ltd., 4. Govcrnnieiit 

Place, North, Calcu(la-7 

20. Ms J. J. Industrial Corporation, 

25-B, Park Street, Calcutta-16 

21. M/s J. K. Chemicals Ltd., J. K. 

Building, Dougal Road, Bullard 
Estate, Bombay-1 

22. M/s Kirloskar Oil Engines Ltd., F.l- 

phinstone Road, Poona-3 

23. M/s Kirloskar Brothers Ltd.. Udyog 

Bhavan, Tilak Road, Poona-9 


24. ShriE. G. Paul, C/oDr. A. Goswami, 
P/I2/112, Kalyani, ‘B’ Block. Kalyani, 
Nadia Distt, West Bengal 


M/s Frick Co., U.S.A. 

M/s William Bit & Tool Company, Texas, 
U.S.A. 


PA, 15234, U.S.A. 

M/s Union Carbide Corporation. U.S.A. 

M/s Engelhard Minerals & Cheniicals C or- 
poration. New Jersey, U.S.A. 

INDIA—WKSI GERMANY 

M/s Friedrich Kocks GmbH, West Gcrrn iny 

M/s W. Fcrd Kliagelnlxjrg Sohne, West 
Germany 

M/s JLO Werke GmbH, 208 Pinnebeig bci 
Hamburg, West Germany 

Dr. Alfred Wiirhs, Haidelberg, West Ger¬ 
many 

M/s Farymann Diesel, West Germany 

M/s Klockner Humboldt Dcui/ AF of Koln, 
West Gemiany 

INDIA—SWITZERLAND 

M/s Saphirw'crk A.G. Naidu, Swit/oiland 


Issue of Rights shares worth Rs 10.20 lakhs 
to foreign collaborator 

Oillield diamond bits 

Aerial ropeways 

Electrolytic manganese dioxide 

Peiroleiim reforming and isomerisation 
catalysis etc. 

Whaif cranes 

Gear hobs 

Powered bicycles 

Sodium hsdiosulpliiie by pioccss 

Air-cooled diesel engines 

Tracti>rs 

Phonograph sly lii 


15. M/s Interstate Equipment Corpora- M/s Intei-statc Equipment Corporation, 
(F) tion, 3/1 Loudon Street, Calcutta-16 300 MT, Lebanon Boulevard, Pittsburgh, 


F indicates cases involving Rnancial participation olso. 
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( 1 ) 


( 2 ) 


25. M/s Indo Swiss Corporation, 19, M/s BBRV of Zurich, Switzerland 
Briinton Road, ilangalore-25 


26. Shri Shanlilal I. Patel, Opp. Water M/s Gerhard Mueller Engineering Ltd., 
(E) Tank, Gandhi Marg, Vallabh Vidya- Zurich, Switzerland 
nagar, Gujarat 


INDIA—JAPAN 

27. M/s Electrical Industries Corporali(»n. M/s Nippon Tugnsten Co. Ltd., Japan 
99, Motilal Gupta Road, Calcutta-8 


28. M/s Bhai & Bhai Associates, ‘Bhai 

House’ 4/23-B, Asaf Ali Road, 
New Delhi-1 

29. M/s Bharat Llccironics Ltd., Jalahalli 

P.O. Bangalore-13 


INDIA ITALY 

M/s S. P. A. F'dilmac, Consiruzionc Mac- 
chinc Ldih, via Avezzana 30/6, Milano 
Italy 

M's Selenia. Italy 


INDIA ERANCi: 

30. M/s Tata Merlin & Gerin Ltd., Raj M/s Merlin & Gcrin S, A. Grenoble, 

Mahal, 84, Veer Nariman Road, France 
Fort, Bombay-1 

INDIA AUSTRALIA 

31. M/s Steel Plant Private Ltd., "Shiva- M/s f. M. C . (Australia’Ltd.) 58 Whiteside 

ciuimh" 205, Dr. A. Besant F^oad, Road, ( layton, Victoria 3168, Australia 
Worli, Bombay-18 WB 


INDIA EAST GERMANY 

32. M/s Indian Agro Machines, 36, Mira- M/s Traktorenwerk Schoenebeck of German 

mar Colaba, Bombay-5 Democratic Republic 

33. M/s Dc Smet (India) Private Ltd., M/s Unitechne, Ausscnhan-dcIsgcseilschaft, 

Khanna Consti action House, GmbH, Berlin, GDR 108, Mohrenstrasse 

44, Maulana Abdul Gaffar Road. 53/54 

Worli, Bombay-18 WB 

INDIA-^RUMANIA 

34. M/s Prem Agro Engineering Corpora- M/s Industrial export of Rumania 

tion, P.B. No. 1314, Kashmerc Gale 
(Near Ritz Cinema), Dclhi-6 

F indicates cases involving linanciai participation also. 


(3) 


BBRV prestressed concrete methods in 
concrete constructions 

Aerial Ropeways for passenger and material 
handling 


Tungsten and Molybdenum wire, and fila¬ 
ments 


Mobile tower cranes and climbing universal 
cranes 

Marine navigational radar equipment 


66 KV current and potential transformers 


Food machiiiciy equipment etc. 


Tractor model RS 09 GDR make 


Modern type industrial rice mill machinery 


Agricultural tractors 
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meeting the objectives 

Assistance to 
agriculture 
multiplies seven times 

—crosses 

hundred crore mark 

' In agricultural advances, the State Bank 
Group has exceeded the target by 900 
per cent. Beginning with a few selected 
centres, operations have now been 
extended to almost all offices of the 
Bank and its Subsidiaries. 

Between July 1968 and June 1969, 
outstandings shot up by Rs.99.42 crores 
to reach Rs.l 16.68 crores. 

Limits sanctioned went up from Rs.41 
crores as at the beginning of July 1968 
to Rs.l 74.33 crores as at the end of 
June 1969—an increase of 325 per cent! 

As much as 12 per cent of the Group’s 
total advances have gone to the farm 
sector, as against 4 per cent a year ago. 

STATE BANK— the biggest bank serves the smallest man 
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TWO WAYS 

TO CUT COST 
IN YOUR BUSINESS 

.ThCsSe two Kodak business machines save 
Time, Space and Labour, cutting down 
costs and go a long way in increasing 
efficiency in any office. 



RECORDilK PORTABLE MICROFILMER: 

Simple, portable, small as a typewriter, 
this machine saves hours of copying time 
and has a speedy operation. It accepts 
documents of any length arid up to 12* 
wide. A.s many as 2,000 letters or 6,000 
cheques can be filmed on 100 It of 16 mm 
microfilm. Added facility of r.irnultaneous 
exposLire is provided to make duplicate 
CL'pies of records, 


VERIFAX WITNESS A3 COPiEy|jttl^ 

Here is a compact imprcOOTHroSE^ for 
large originals up to 14* x 10*. It rrwKlh'.j 
permanent photographic copies in a 
minute on ordinary paper using *Verifax 
Super-7 Matrixl The Witness also repro¬ 
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Dear Frontier Gandhi, 

Elsewhere in this Issue 1 have written some lines about your visit (cf page 701). 
Those lines were written in anticipation of your coming and I had expressed the 
hope there that, during the time you would be with us, you would speak out with-* 
out fear or favour on anything that you might come across in this country which 
might offend your Gandhian sensibilities or sentiments. 

I am very happy indeed that, immediately after you hqd taken your first 
few steps on the ground of this capital city of ours at the airport, you chose to be 
so splendidly candid. As if in rejoinder to the Prime Minister's sanctimonious 
statement that she expected your presence to bring enlightenment to her and others 
in this country, you asked with stunning frankness: ‘Tf you do not heed Gandhiji, 
how can you listen to me?” 

I do not know what precisely you had in your mind when you uttered those 
challenging words. It could be that the thought uppermost in your mind was 
of the tragic riots in Ahmedabad and elsewhere in Gujarat, where brother had 
risen against brother in an outrageous betrayal of the Father of the Nation. It 
would have been perfectly natural, of course, for you to have spoken with anguish* 
on setting foot in Delhi, of the sudden death and suffering that had come to 
hundreds of men, women and children for no fault of theirs except that they were 
bom in this country and were its citizens. It however seemed to me even then that 
you were perhaps thinking also of some larger failure, a far deeper doom that 
had befallen the Land of the Mahatma. 

I was not surprised, therefore, when, last Friday, you explained why you 
had undertaken the three-day fast of which you had dramatically given notice 
the evening before. You made it quite clear that your fast was not an act of 
protest or a gesture otherwise related to any specific situation, communal or other, 
although you rightly emphasized that communal harmony was a cause dear to 
you, as it must be to all those who wish to see this country prosper in civilized 
ways. You emphasized the point that you were fasting for the moral rebirth 
of a country, beloved of you, which you saw going sick in its soul. Thus, by 
being honest with you and the people of India, you placed dishonest men and 
women, here or abroad, in a position where they could no longer hope to grind 
their personal or political axes. 

1 believe I am right in suggesting that what have pained you are not the 
aberrations of the masses who know no better but the cynical opportunism of 
men and women in power or authority, whether within the government or out¬ 
side, who have but little use for the common people except as grist for the mills 
of party politips. The Indian Express seems to have sununed up successfully what 
must really be ailing you not only because of what you now see of India but also 
because of what you have been hearing about India in Kabul. Wrote this 
newspaper in its editorial, “Gandhiji,” on October 2: 

“In no other mood than one of shame and penitence can India observe 
Gandhiji’s centenary—shame at the manner in which the country and its leaders 
have flouted his teachings and principles in this, of all years; penitence that we 
have failed him and largely forgotten him within two decades of his death.” 

Now that you have fasted and prayed, please rise and walk across this land 
as Gandhiji and you with him had done before. You said at the memorial meeting 
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at RaniJiia Grounds that you had come 
to remind us about the lesson that 
Mahatma Gandhi taught, remind us 
also to ponder whether we had acted 
according to his teachings. You said 
you had come to talk with us about 
the problems facing the country and 
you wanted to su with us and talk about 
these various issues. The men and 
women ycu most need to talk to, 
htiPweser. arc not among those who 

Public Image 

THIi chartered accountants in our 
country have rightly been agitated for 
some time past because the public 
imago of their profession has mischiev¬ 
ously been brought under a shadow 
Suggestions have been put forth by 
some sections of society that amend¬ 
ments to the Companies Act arc urgently 
needed to provide for rotation of audi¬ 
tors as some members of this profession 
have allegedly failed to live up to the 
high standards demanded of them. 
Recently, a private member’s bill pre¬ 
sented in the Rajya Sabha. though 
withdrawn later, sought to draw the 
attention of the House to this aspect 
of the problem The charge levelled 
against auditors was that some of them 
had colluded with managements, thus 
helping the latter in deceiving both 
the government-and the shareholders. 

If there is any truth in such com¬ 
plaints, then it is certainly a serious 
matter and the government as well as 
the chartered accountants must feel 
conccincd about it. However, the facts 
given by Mr R. Venkatesan, Chairman 
of the Institute of Chartered Accoun¬ 
tants of India, at the twentieth annual 
meeting of the Institute, show that it 
would be unsafe to proceed on the basis 
of vague prejudices. That malpractices 
exist in this as in other professions cannot 
and need pot be denied. The question is 
how grave is the evil. According to Mr 
Venkatesan, the Council of the Institute 
had been called upon to deal with not 
more more than 529 complaints since 
Its inception. Only 112 of these eases 
had come up before the various high 
courts and as many as 45 ca5.es were 
decided in favour of chartered accoun¬ 
tants as courts had exonerated them. 
In 18 cases the quantum of punishment 
awarded by the Council was reduced. 


arc given to much listening, but then 
you have yourself said that you have 
no high expectations. Still, they may 
Jistep to you a little, for it is just possible 
that they rcali.se that if they do noi 
listen to you now they will certainly 
have lo listen at some future date, 
near rather than far, when an entire 
people, resentful of its betrayal, raises 
its angry v oice to call them to account. 

—EDITOR 

of Auditors 

Thus, the number of cases in which 
auditors were proved to have operated 
non-professionally was a small fraction 
of the total number of cases (we have 
at present 28,000 companies both in 
the private and public sectors) handled 
by them during the past two decades. 

It is legitimate to ask as to what is the 
role of chartered accountants in the 
corporate sector. Over the years, 
they have taken on the role of custodians 
of the interests of shareholders who 
appoint them through the board of 
directors. It is their duly to sec that 
the management of a company does 
not violate any of the statutory pro¬ 
visions and that its accounts are pro¬ 
perly kept and checked, keeping in view 
the interests of shareholders. In a 
number of eases the auditor might have 
to encounter the wrath of management 
for non-compliance in certain ways 
but an upright auditor would prefer to 
uphold the traditions of the profession 
instead of obliging the management 
for petty gains. It is because an over¬ 
whelming majority of auditors 
have acquired a reputation for clean 
work over the years that the profession 
is still held in high esteem. However, 
if the Companies Act is amended in 
such a way that auditors arc lo be 
changed every two or three years, it is 
certain that managements would like lo 
dislodge the non-complying auditors 
at the earliest possible opportunity. 

It is worth recalling here the ex¬ 
perience of the Vivian Bose Commission 
which examined the working of a re¬ 
puted business house over a period of 
years and discovered, much to its dis¬ 
may, that auditors who showed un¬ 
willingness to phiy the tune of the 
management were summarily dis- 
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business house was able to trample 
over the interests of shareholders. The 
Companies Act was, therefore, amended 
by the government precisely for giving 
an improved status to auditors* It is 
because of this change that an auditor, 
once associated with a company, conti* 
nues to do so for many years without 
any restriction, though he has to offer 
himself for re-clectipn at regular in-^ 
tcrvals. 

The tasks of the auditor, generally 
speaking, can be discharged more satis¬ 
factorily if he enjoys'the confidence of 
the management. Mutual confidence 
is also maintained if the auditor is 
retained for a long period and is not 
frequently changed. The suggestion 
to rotate auditors at regular intervals 
is likely to thwart the very purpose for 
which it is being initiated. The auditor 
has usually access to all the records ( 9 f a 
company and even the most secret as¬ 
pect of its operations is known to him. 
If the management of a company knows 
that the auditor is likely to be changed 
in a year or two and he might start 
working for a rival company, then 
there is the risk of its secrets being re* 
vealed to the competitor (thus jeopar¬ 
dising its interests) it will naturally 
cause distrust in the mind of the manage¬ 
ment and it will try to withhold as much 
information as possible. It is in this 
context that it is necessary that the re¬ 
lationship which currently exists bet¬ 
ween the auditor and the management 
should not be disrupted. We are, there¬ 
fore, in agreement with Mr Venkatesan 
when he says that “confidence is deli¬ 
cate and fragile in its content and once 
it gets shaken, it would need generations 
of tender care before it is resurrected.” 

Some new entrants into this profession 
also seem to be at the back of the sugges¬ 
tion for rotation of auditors. They feel 
that certain firms of auditors have got 
entrenched in the profession and have 
monopolised audit work of some big 
units; consequently the fresh recruits to 
the profession h^e to rest content with 
some of the new companies which can 
hardly afford reasonable remuneration. 
While all efforts should be made to 
provide opportunities to “neW Wood”, 
it is not in the interest Of the corporate 
sector to break up the large audit 



iimtii which in the words of Mr 
Venkatesan, '"contributed tangibly to 
the growUi of the profession to its pre¬ 
sent exalted state as also towards the 
nurturing of accountancy principles and 
audit practices of a world class”. Any 

Th« Oil 

THE Madras Oil Refinery, which has 
been in operation since June this year, 
was formally inaugurated by the Presi¬ 
dent of India, Mr V.V. Giri, recently.* 
This modern unit costing over Rs 
44 crores has been constructed in a re¬ 
cord time of less than 2i years giv¬ 
ing room for confidence that in future 
the erection of new refineries can be 
completed even in a shorter period. 
This prospect has emerged at a time 
when the pace of development will have 
to be at a much faster rate than is 
generally expected. With the effective 
co-operation of four nations, the USA, 
Iran, Italy and our country, the re¬ 
quired equipment and materials have 
been obtained expeditiously and with¬ 
out difficulty and the foreign exchange 
expenditure has constituted only 36 
per cent of thelotal outlay. This would 
clearly suggest that an entirely new 
refinery can be constructed with a 
foreign exchange content of about Rs 
15 crores even in the case of a sophisti¬ 
cated unit like the Manali Oil Refinery. 
It is not clear why equal attention was 
not paid earlier to the designing and the 
diversification of Plan capacity in the 
manner now accomplished for securing 
the maximum return on investment. 

Apart from incorporating the latest 
processes the output of lube base stocks 
of two lakh tonnes annually will lead 
to the displacement of nearly one-third 
of the current level of imports. What 
is more, the value of output will be 
considerably enhanced as one tonne 
of lubricant costs nearly five times the 
cost of conventional petroleum products 
without a corresponding increase in 
manufacturing expenses. It is, therefore, 
expected that with a full utilisation of 
the capacity of all the 13 units in the 
refinery, the country will achieve sclf- 
sufiSciency in many directions and 
throw up alto exportable surpluses, 
albeit temporarily. 

There willy however^ be a problem for 
toMO Ihiie of at<^[;qptog up production 
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step whSch demolisties these audit 
firms without replacing them by any¬ 
thing more tangible and worthwhile is 
bound to hurt the professional excel¬ 
lence of this profession to which we 
have got used over the past few decades. 

Business 

as, until the oil jetty now under construc¬ 
tion at the Madras harbour gets ready 
to receive large tankers, the required 
supplies of crude oil may not be 
available. Small tankers are now carrying 
oil from Iran to the Madras port and 
no difficulty is being experienced so far 
in running the plant as adequate stocks 
had been built up earlier and the output 
could also be stepped up only gradually. 

With the commissioning of all the 
units and the rated capacity being 
utilised to the extent of 70 per cent, any 
further increase in production can be 
achieved only if imports could be of the 
order of over two lakh tonnes every 
month. The port authorities are mak¬ 
ing temporary arrangements to receive 
two tankers at a time. But there may 
be an upset in the schedule due to un¬ 
favourable weather conditions in the 
north-east monsoon period. This 
would mean that even if the refinery 
can function at full capacity after one or 
two months, there may be bottleneck 
in regard to crude supplies until April 
next year. This 'might result in a “loss” 
of production of about three lakh tonnes 
of petroleum products. It is hoped 
that various hurdles would be overcome 
by the middle of next year and the full 
benefit would be derived out of the 
heavy investment in this project. 

What is important, however, is the 
planning of construction of new pro¬ 
jects in the coming years as there is a 
feeling in knowledgeable circles that 
the increase in consumption of petro¬ 
leum products in the next decade may 
be well over 12 per cent and deficits in 
the availability of major products can 
be prevented from recurring only if 
careful thought is given now to the 
location of new refineries and immediate 
arrangements are made to implement 
^pansion schemes. The installed 
capacity of all the nine refineries, 
five in the public sector and four in the 
private sector, is over 19 million tonnes 
and it would be possiUe to produce 


m 

annually even 20 mUUon toimea of 
refined products if all the units fuito- 
tioned efficiently and there were no 
problems arising out of imbalance in the 
pattern of production. Since it is safo 
to proceed on the basis that 90 per eept 
of refining capacity only would be in 
regular operation, it will appear that new 
capacity will have to be created every 
year to the extent of two million tonnes 
and more in the foreseeable future. 

The growth rate may however be 
higher as the Managing Director of the 
Madras Oil Refinery, Mr M. Rama 
Brahmam, has stated that the increase 
in demand for some major products is 
as high as 18 per cent latterly. It^is 
likely that in a recovery phase the rise 
in consumption has been exaggerated 
to some extent and over a period the 
average increase may not be more than 
12-14 per cent. Even assuming that this 
will be the average growth rate, the tar¬ 
get of 28-29 million tonnes for the 
fourth Plan is on the low side. It should 
be easily 33 million tonnes. For bring¬ 
ing about an increase in capacity by 
over 13 million tonnes in the next five 
years, it will be necessary to draw up 
blueprints which will result in an in¬ 
crease in output by well over two 
million tonnes every year.' 

The Barauni Refinery will probably 
be raising its capacity to three million 
tonnes from two million tonnes shortly 
and the Cochin Refinery by one million 
tonnes to 3.5 million tonnes in two 
stages by 1971. The Nunmati Refinery 
also will be raising its output by a 
quarter million tonnes while the Haldia 
Refinery may get ready late in 1972. 
No bottlenecks in the availability of 
petroleum products may, therefore, 
emerge before 1972. But the planners 
might not find it easy to arrive at a de¬ 
cision about the expansion of the capa¬ 
city of the Koyali Refinery and those in 
the private sector in Trombay. It has 
been suggested that with an increase in 
the output of crude oil to 10 million 
tonnes by 1973-74 in equal proportions 
in Assam and Gujarat, there may be a 
compulsion to create fresh capacity 
of the order of three million tonnes, one 
million tonnes in Assam and two 
million tonnes in Gujarat, If, however, 
the share of Gujarat in oil production 
amounted to six million tonnes the 
question arises whether the refining 
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capacity of Koyali should be raised to 
this level or “surplus” crude supplies 
should be sent through pipelines to 
Trombay for feeding the expanded 
capacity of the units in that centre or 
displacing imports of crude oil now being 
effected by them. 

The utilisation of indigenous produc¬ 
tion of crude oil may not pose any 
conundrums as a decision has to be 
taken now or later about the construc¬ 
tion of a pipeline from the oilfields in 
Gujarat to Trombay and Maharashtra. 
Besides, with increasing consumption 
in Gujarat and adjoining areas, the 
Koyali Refinery in any case will have 
to produce up to five million tonnes 
annually. Only the question arises how 
a refinery should be established in north¬ 
west India and whether it is necessary 
to effect changes in the programme of 
exploration of oil regions in order to 
prevent concentrated production. A 
reasonable measure of dispersal in the 
location of oil wells could be achieved 
only if there was the likelihood of oil 
being struck in the Gangetic plain 
which is reputed to have large reserves, 
but which has not revealed them 
so far, and in the Cauvery basin. 

In any case it would appear that a 
big increase in the capacity of the coast- 
based refineries at Cochin, Manali and 
Haldia is inevitable and the central 
government may have to take a definite 
decision in regard to the future expan¬ 
sion programme of the two refineries 
in Trombay. The immediate problems 
may be got over with an increase in the 
capacity of Barauni by one million 
tonnes, Koyali by two million tonnes 
and Cochin and Manali by U million 
tonnes each. These expansion schemes 
along with the commissioning of the 
Haldia refinery will result in an addition 
to capacity of million tonnes and 
take the total to 28 million tonnes, indi¬ 
cating that the third Plan target is within 
reach. There may also be an increase in 
the output of Haldia. But it would 
appear that at a later date the facilities 
offered by Visakhapatnam port will 
have to be fully utilised and the capacity 
of the refinery in this centre increased 
significantly. The two Trombay re¬ 
fineries too will have to step up their 
output by at least three million tonnes. 

These projections clearly indicate that 
the government cannot postpone for 
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long its decision relating to the ex¬ 
pansion of the capacity of all the three 
refineries in the private sector, especicdly 
as in the absence of spectacular success 
in the exploration of oil in new regions, 
serious difficulties may be encountered 
in establishing entirely new refineries 
in the interior areas. The problems re- 
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lating to oil exploration and oil refining 
have, therefore, assumed new dimen* 
sions and the maximum benefits could 
be derived out of the good experience 
gained in recent years in the construe- 
tion of refineries and in oU exploration 
only if there was a pragmatic approach 
to outstanding issues. 


ARC: A Breakthrough 


ALTHOUGH constituting the apex 
institution in the country for meeting 
the needs of long-term finance for the 
development of agriculture and func¬ 
tioning since 1963, it is only latterly, 
when the high-yielding varieties pro- 
granunes started, that the vital role of 
the Agricultural Refinance Corpora¬ 
tion (ARC) has come to be recognised. 
It was with the introduction of high- 
yielding varieties programme that re¬ 
liance on water for irrigation and chemi¬ 
cal fertilisers, not to speak of storage 
space, began to increase; hence the need 
for an agency finding the finance for 
all those operations, namely the ARC. 
Special significance however attaches 
to the latest (sixth) annual report of 
the ARC, because the year covered by 
it, 1968-69, marks an important mile¬ 
stone in the working of this body. What 
the ARC achieved in that year is more 
or less equivalent to all its achievements 
during the previous five years, 
since its inception. 

Is it any wonder then that 
Mr P. N. Damry, the ARC chair¬ 
man, should feel so supremely 
satisfied with the results, as he told the 
shareholders of the Corporation on 
Monday, September 29 ? He was natu¬ 
rally happy that, out of the year’s 
profits, he could not only provide fully 
for tax liabilities but also for a dividend 
at the rate of 4i per cent. Also, it is 
for the first time since 1963 that the ARC 
has no need for any subvention from 
the government in order to pay the 
guaranteed dividend. A similar distinc¬ 
tion, it may be noted here, has been 
achieved by the Warehousing Corpo¬ 
ration of India in respect of its work¬ 
ing for 1968-69. It is to be hof^d that 
similar good records would be achieved 
by more public sector corporatioiisu 

Beiqg a refinance institution, the 
ARC has necessarily to route its 


sistance through eligible institutions 
which are matnly the land development 
banks, the state co-operative banks 
and the commerciaU banks. Thus, out 
of its total commitment of Rs 156.4B 
crores up to the end of 1968-69, land 
development banks accounted for Rs 
147.17 crores, the state co-operative 
banks for Rs 5.62 crores and tho 
commercial banks for Rs 3.69 crores. 

It is noteworthy that, though the 
conunercial banks accounted fof ^ a 
much larger number of sanctioned 
schemes, the average financial outlay 
involved in schemes refinanced through 
them was much smaller than in those 
refinanced through the state co-ope¬ 
rative banks. This is due, we are told, 
to the fact that the conunercial banks 
have so far sought refinance from the 
ARC for financing individuals, whereas 
the state co-operative banjes have ap¬ 
proached the ARC for financing groups 
of farmers organised into co-operative 
societies. But the share of the com¬ 
mercial banks is expected to go up not 
only because of the series of measures 
adopted by the ARC to induce them 
to take up financing of arpa develop¬ 
ment schemes benefitting a larger num¬ 
ber of cultivators in an area but also 
because of the new slant in credit policy 
that would apply to the 14 nationalised 
commercial banks. As Mr Damry has 
observed in his chairman’s speech, 
these banks will have to learn to diversify 
term lending in agriculture to be able 
to play their important role in support¬ 
ing larger agricultural development 
programmes. For this purpose, they 
will, of course, evolve their own norms^ 
standards and procedures. 

Meanwhile, the ARC chairman is 
anxious to ensure that each commer¬ 
cial bank should bring at least one or 
two schemes of different kinds for 
refoanoe by the Corporation^ even 



ihotigh IIms' ^ii{kf)0ial resouHces of the 
bj^ Q^noeiti^ dot need such sup* 
piementdtion. Accordingly, he appeal 
to them to participate with the ARC 
and reassured them that the corpora* 
lion would meet all their view points 
or remove any misgivings. 

In this connection, he alluded to 
some important relaxations already 
made by the Corporation, such as ac¬ 
ceptance by the ARC of joint mort¬ 
gages and joint hypothecations of the 
borrowers* property, instead of sub- 
mortgages and sub-hypothccations, re¬ 
laxation in procedures relating to de¬ 
tailed investigations of titles and doing 
away with the need to register charges 
like sub-mortgages in respect of na¬ 
tionalised banks. 

The concern of Mr Damry actively to 
involve in a big way the nationalised and 
also other commercial banks in agri¬ 
cultural development refinanced by the 
ARC is obvious. And there would also 
appear to be ample scope for it. In 
1968, for instance, the scheduled com¬ 
mercial banks had 21 schemes sanc¬ 
tioned by the Corporation, as against 
86 of the central land development 
banks. But, though not unsatisfactory 
numerically, outlay-wise, the share of 
the commercial banks at Rs 1.64 
crores paled into insignificance along¬ 
side that of the central land develop¬ 
ment banks of Rs 75.70 crores. Simi¬ 
larly, out of 254 schemes involving an 
outlay of over Rs 274 crores under the 
arc’s consideration at the end of 
June, 1969, the share of the scheduled 
banks was only 62 schemes involving 
an outlay of Rs 2.12 crores, as com¬ 
pared to 171 schemes involving an out¬ 
lay of Rs 247.94 crores in the case of 
central land development banks and 
21 schemes with an outlay of Rs 24.54 
crores in respect of the state coK)perative 
banks. Mr Damry has expressed the 
hope that the commercial banks will 
reduce this disparity. 

Regarding the scope open to the 
commercial banks, Mr Damry has pro¬ 
vided some idea of the considerable 
outlay on capital improvement and 
development that Cultivators would be 
required to make, wh^h they can only 
do hf borrowing firom co<operative or/ 
and cojEnmerdil Giving an esti*. 

mate: of die credit requiro^ ^ 

mehtihduHhg the fourth Plari period, he 


has pinpointed the foUowtng estizhated 
needs per year by the end of that period: 
short-term production credit : Rs. 
2,000 crores medium-term inyesti- 
ment t Rs 500 crores and long-term 
loans : Rs 1,500 crores. The break-up 
up of the last, which is significant and 
also interesting, is as follows :— 

Rs, in crores 


Minor irrigation 735 

Waste land reclamation 25 

Soil conservation 150 

Heavy machinery A imple¬ 
ments 300 

Orchards & plantations 75 

Area programmes 125 

Rural electrification 100 

Total 1,500 


What must strike anyone that per¬ 
uses the table above is the top prio¬ 
rity rightly accorded by the Planning 
Commission to minor irrigation. This 
is also the major field of activity of the 
ARC, which is as it should be. 

The ARC is right in insisting on 
refinancing only those schemes which 
are economically and technically sound. 
It is only thus that it can ‘‘safeguard 
and reinforce its new-won profitability”, 
as its chairman has noted. But a lot 
depends on the agencies involved to 
make this possible. Take, for example, 
the still considerable gap between re¬ 
finance committed and refinance 
drawn. To quote Mr Damry, 
“that there remains still a large gap 
indicates the necessity for the state 
governments primarily to consider fur¬ 
ther measures for ensuring that the 
phasing of implementation approved by 
the Corporation for each scheme is 
strictly adhered to. Indeed, if there 
is to be timely achievement of the 
fourth Plan targets, a great deal of 
organisational effort will be called for 
within the states concerned not only 
in the matter of implementation of the 
schemes already sanctioned but the 
identification and investigation of new 
projects and their proper formulation 
for consideration by the Corporation.” 

is a field which should provide 
ample work for all those politicians 
who are now content merely to mouth 
slogans or search for skeletons in every¬ 
body else’s cupboard except their own. 
Social welfare demands that our 
young parliamentarians >hotiId parti- 


cularly contact those imalier ^ 
holders as are receptive and respopsive 
to these advances and take tp the 
flanks (and not 

hands after having hustled the Govem- 
mcrtt of India to nationalise soinc 
banks) to enable the latter to investi¬ 
gate tlic possibilities of serving the 
small man cither individually or on a 
group basis. Either they should ensure 
welfare thus, or bid farewell to their 
legislative responsibilities so that others 
that could take on such a role may 
replace them in the larger interests of 
the country. 

Tn conclusion, wc must draw pointed 
attention to the still rather haphazard 
approach of many of the agencies of 
refinance to the formulation and pre¬ 
sentation of schemes to the ARC, 
despite all the efforts and offer of the 
Corporation to assist these agencies 
in every way possible. 

In view of its steadily increasing 
lending activities, the ARC is well-ad¬ 
vised to stress the need for close checks 
in the utilisation of loans. As its chair¬ 
man has put it, while its officers will 
to the extent possible, verify credit 
utilisation, the ultimate responsibility 
for this must largely devolve on the 
financing banks. Urging the banks 
firmly and purposefully to accept it, 
Mr Damry has sounded u timely note 
of caution by expressing the hope tliat 
“every endeavour will be made to sec 
that the sad state of affairs in the co¬ 
operative credit structure, where over- 
dues are mounting, is not allowed to 
develop in the Corporation’s schemes.” 

After carefully reading both the 
annual report and the chairman’s ad¬ 
dress to the shareholders, one cannot 
but feel convinced that the ARC is 
fully aware of what it has to do and 
that it is also earnestly endeavouring to 
achieve it, but its success will depend 
not only on its gearing its own staff 
to the exacting demands of an exciting 
experiment but also in successfully per¬ 
suading the agencies, including the 
state governments which .seem lo be 
more interested in asking for larger 
grants, loans and subsidies on every 
conceivable count than in preparing 
viable schemes for developing their 
backward areas, through whoib it has 
to operate to do likewise. 
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GANDHI ON ECONOMIC EQUALITY 

DR. A. APPADORAI 





than ihc ant, but that is not an int^thin 
of inequality. So the real urnnhlfl pf 
economic equality was: •'tp accbi^ 
ing TO his need,' * If a single man demanded 
as much as a mail with w*fe and foor ch*ld* 
reji that would be a violation of econcmiic 
equality.* 


AMIDST the confused public discus?ion 
which is now going on in the country on 
“socialism” and “a socialist society”— 
in which slogans take the place of reasoned 
argument -it is refreshing to go hack to 
the writings of Gandhi whose centenary 
we arc celebrating this year and retrieve 
our common sense. For Gandhi, like the 
protagonists of socialism, was interested 
in a just siKiut order. But he took the 
sound view that class war and the dispo¬ 
ssession of private properly by the stale 
were unlikely to bring about that just 
social order. For him equitable distri¬ 
bution was the key to bringing about a good 
society, and that concept was based on a 
conception of economic equality, ideal 
and actual, which needs better understand¬ 
ing than it has received so far. 

Gandhi's conception of economic equa¬ 
lity has a two-fold aspect, the ideal and the 
actual. Ideally, the goal of economic 
equality is equality of wages for an honest 
day's labour, be it that of a lawyer, a 
doctor, a teacher or a scavenger. This 
ideal view is based on two key ideas, 
non-possession, and bread-la hour, which 
Gandhi held on social organization. The 
first m^ans that since, according to Gandhi, 
Nature produces what is strictly needed 
for our wants from day to day, every one 
must take enough for himself and nothing 
more; no one would then die of starvation. 

Limitation of Wants 

The second, “bread-labour”, means that 
man must earn his bread by labouring 
with his own hands. Agriculture, spinning, 
weaving, carpentry, smithy, scavenging, will 
all come under bread-labour, intellect 
is necessary and socially useful but intellec¬ 
tual faculties must not be used, as they 
are now used, to amass a fortune but only 
in the service of mankind. Both these 
key ideas lead to the conclusion that 
Jimiiaiioji of wants, not their multiplica¬ 
tion, is essential for contentment and har¬ 
mony in sc<L‘iety. 

Gandhi developed this ideal concept of 
equality, his concept of bread-labour and 
the like from Ruskin's Unta Thh Laxf 
and a Russian writer T. M. Bandaref. 


But even while he proclaimed the key 
Clements of an ideal society he was equally 
at pains to point out that in practice a 
good deal of inequality was bound to creep 
in simply because men in fact are unequal. 
In answer to questions put to him in 
November 1931. he answered: “My idea 
of society is that while we are bom equal, 
meaning that we have a right to equal 
opportunity, all have not the same capacity. 
It is, in the nature of things, impossible. 
For instance, all cannot have the same 
height, or colour, or degree of intelligCTKe, 
etc,; therefore, in the nature of thing.s, 
soniJ will have ability to earn more and 
others less. People with talents will have 
more, and they will utilise their talents 
for this purpose. If they utilise their 
talerits kindly, they w'ill be perfonning 
the '.Niuk of the state,”^ 

Equitable Distribution 

A second statement of Gandhi's faith, 
unequivocally staled, is contained in 
You/iff liidia^ “My ideal is equal distribu¬ 
tion, but so far as 1 can see; it is not to be 
realized. I, therefore, work for equitable 

distribution.”2 

“What exactly do you mean by economic 
equality?” Gandhi was asked at the 
Constructive Workers* Conference during 
his tour of Madras in 1946. 

Gandhi's reply was that economic 
equality of his conception did not mean 
that everyone would literally have the 
same amount. It simply meant that 
everybody should have enough for his or 
her needs. For instance, he required two 
shawls in winter whereas his grand-nephew 
Kanu Gandhi who stayed with him and 
was like his own iqin did not require any 
warm clothing whatsoever, Gandhi re¬ 
quired gout's milk, oranges and other ihiit. 
Kanu could do ordinary! food. He 
envied Kanu but thim was no point ip it. 
Kanu was a young man whereas he was 
an old man of 76. The montly expense 
of his food was far more than that of Kahti 
but that did not meap that there was/cj^ 
nomic inequality ^^tween thept. The 
elephant needs a thousand tinrtes more food 


Equitable distribution means, therefore, 
“the levelling down of the few rich in 
whose hands is concentrated the bulk of the 
nations' wealth on the one hand aqd the 
levelling up of the semi-starved naked 
millions on the other.”* Equitable distri¬ 
bution also means that everyone must be 
assured a balanced diet, a decent house 
to live in, sufheient cloth with which to 
cover himself, facilities for the education 
of his children and adequate medical 
relief. 

Ettence of SocialUm 

Gandhi believed that equality is the 
essence of socialism. But was Gandhi a 
socialist in the sense that all the industfljs 
and the land should be publicly owned? 
Clearly not. Starting with the premise 
as stated earlier that class war is not 
inevitable and that capiUil and labour 
need not be antagonistic to each other; 
Gandhi held that to dispossess people of 
their property by force was neither desir¬ 
able nor just. If the essence of socialism 
is equality, he was a socialist. But he 
did not subscribe to the method advocated 
by socialists, for, consistent with his basic 
outlook of non-violence, he would not use 
force to dispossess the owners of their 
property. “The ideal I want to realise,” 
he wrote in Young India, "is not spoliation 
of the property of private owners but to 
re.strict its ciyoyment so as to avoid all 
pauperism, consequent discontent and the 
hideously ugly contrast that exists today 
between the lives and surroundings of the 
rich and the poor.* Gandhi would rather 
rely upon the conversion of the hearts of 
the rich in achieving socialist equality. 
This is the celebrated trusteeship theory 
associated with Gandhi: A capable and 
talented person may be permitted to acquire 
more, since to restrict such acquisition 
would involve a social loss. The. rtdr 
man would be Iqft in possession of hia 
wealth. He would use what he reasonably 
requires for personal needs and act as 
trustee for the remainder, to be used fot 
society at large. 

it iniemting that towards the end of 
]!i42v/Gandhi triad to work out a 
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That was why 

the Textiles Committee came 
into being, by Government statute 
in J 963. To help textile mills 
with any quality control, research 
'or technical problems connected 
with textiles or textile machinery; 
to set up laboratories and 
test houses; to lay down quality 
standards and promote Indian 
textile consumption at. 
home and abroad. 


Our rBSOurces lodwieSOO M|hly*traiiied 
tcctoolofitts in offices ell over India and 
ilk special cases even ftmda for promis*, 
ing projecu. 

Textile Inspectloo Wter 
The Textiles Committee’s highly effe¬ 
ctive pre-shipment inspection system of 
all export orders* reduced complaints 
from foreign buyers to a negligible six 
during each of the last two years— 
agafnst 60»000 his inspected during each 
year. Predictably, this meticulous quality 
control has been a confidence-builder 
abroad. Not surprisingly a large number 
of mills secured export business in 1968. 
Textde Machinery Inspectieo: 

This recently instituted wing has started 
inspection of textile machinery at a 
number of mills. Plana for enlarging Its 


scope are under way, 
nrapiiit’ textile tastes and trends: 
Patterns of consumer demand had been 
a relatively unknown quantity io majiu* 
facturers. The Textiles contmiltec tiai 
conducted a number of market research 
projects Consumer data of fibre prefer-, 
ence in four States collected recently 
will soon be published. Two major, 
programmes for 1969 arc under way—, 
a continuous consumer panel and a 
store audit—to give manufacturers an 
instant and continuous alMndiai 
projection of purchasing trends and^ 
actual over-the-counter sales. 

Advisory Service: 

Any problems relating to inspections^ 
quaiity control or textile marketing, may 
be referred to The Secretary, 


Textiles Committee, 

79, Dr. A. Besanl Road. Worli, 
Bombay 18 WB. 


In a knoi? ^ 
Our 200 textUe 
technologists 
could help, a 
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UBI approach to credltworthlnasa 

for loans to smatl-scela industrial 
entrepreneurs, farmers, retail 
traders, transport operators and 
professionals, a greater emphasis is 

THE GREAT SHIFT placed on repayment potential as 

determined by 

a Know-how 
oo Managerial efficiency 
eee Marketability of product 
or sarvice 
and 

eeee Personal integrity 



OUR branches ik DELHT 


1) 12/4, Asaf All Road; 48-49, Cbmdlii Chowk; 

3; 90/8, Conaanght Circus; 4) Hotel Oberoi tatcrcratliipital, Weliceley Road. 
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blu^^int to have hU ideas embodied in 
institutional form, though on account of 
the political development which followed 
the Quit India movement, the formula 
he worked out then could not be finalized 
and steps were not taken to move the 
government to have it embodied in the law 
of the land. The text of the formula should 
be interesting, however, to a student of equa¬ 
lity and is given bclow^: 

(a) Trusteeship provides a means of 
transforming the present capitalist order 
of society into an egalitarian one. It 
gives no quarter co capitalism, bui gives 
the present owning class a chance of reform¬ 
ing itself. It is bared on the faith that 
human nature is never beyond redemption. 

(b) It docs not recognize any right of 
private ownership of property except in¬ 
asmuch as it may be permitted by society 
for Its own welfare, 

(c) It does not exclude legislative 
regulation of the ownership and use of 
wealth. 

(d) Thus upder state-regulated trustee¬ 
ship, an individual will not be free to hold 
or use his wealth for selfish satisfaction 
or in disregard of the interest of society. 

(e) Just as it is proposed to fix a de¬ 
cent minimum living wage, even so a limit 
should be fixed for the maximum income 
that could be allowed to any person in 
society. The difference between such 
minimum and maximum incomes should 
be reasonable and equitable and variable 
from time to time so much so that the 
tendency would be towards obliteration of 
the difference. 

(f) Under the Gandhian economic 
order the character of production will be 
determined by social necessity and not by 
personal whim or greed. 

Practical Idealist 

Gandhi has often been accused of being 
a visionary; he himself has said that he 
was a practical idealist. It is no doubt 
true that Gandhi oversimplifies the problem 
of achieving economic equality in a deve¬ 
loping economy moving to a technological 
age; but he h^d realized the imprfusticability 
of absolute equality; ho was content with 
the reduction of inequalities. Five years 
/ago at fiSMtbaiieshuten we heard the doo- 
trine eliminatkiQ of all inequalities* 
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Oandhi knew better. He had understood 
the gist of Hume*s well-known statement: 

•^Render possessions ever so equal,** 
said Hume, **men*s different degrees of 
art, care and industry will immediately 
break that equality. Or if you check these 
virtues, you reduce society to the most 
extreme indulgence.** 

A second merit in Gandhi's concept is 
that he was not prepared to advocate the 
use of the state's power to abolish private 
property, though as his formula on trus¬ 
teeship showed, "legislative regulation of 
the ownership and use of wealth** was, 
in his view, justified. 

The third element of value in his concept 
is his realization that the capable and the 
talented should be induced to produce as 
much as they can; the pre\'entioD of such 
production will be a social loss. 

Finally the concept of trusteeship, with 
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all Its defects, has great value; it reminds 
the rich of their obligation to the poorer 
sections of society. Besides, it is an 
appeal to them to avoid conspicuous 
consumption. By adopting Gandhian 
ideas on equality, we avoid the ugly spec¬ 
tacle of an economic system in which the 
luxury of a few is paralleled by the misery 
of the many. We shall no more be subject 
to the reproach of Mathew Arnold: 
"Our inequality materializes our upper 
class, vulgarizes our middle class, brutalizes 
our lower.” 
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Public Enterprises in Mysore State 

K« G. RAMAKRISHNA 


PUBLIC enterprises have been in opera¬ 
tion for a long time in Mysore state, 
which was proudly and rightly 
called the model state of India. This 
type of government participation in 
some selected industries—a miniature 
Meiji Restoration—was due mainly to the 
farsighted policy of many able Dewans 
of the former rulers of the state. The man 
who laid the foundation for the develop- 
moit of industries and agriculture in 
hfysore in a planned way was the late Sri 
Rangacharlu, former Dewan of Mysore, 
who under his tenure of office announced, 
for the first time, an industrial policy for 
Mysore state in the year 1881. According 
to Dewan Rangacharlu, "the old ideas 
were giving way to the more correct theory 
that no country can prosper unless its 
agricultural and manufacturing industries 
were equally fostered. The ordinary 
routine of the administration of the govern¬ 
ment is not the only subject which requires 
our notice. The development of the various 
industries on which the prosperity of 
the country is dependent equally demands 
our consideration, and government will 
be always prepared to give attention to 
any suggestions w'hich may be made upon 
those subjects”^. 

Later in 1911, the Mysore Economic 
Conference was set up as a consultative 


body which did much for the industrial 
awakening of Mysore state. Dr M. Viswes- 
wariah, another Dewan of Mysore, laid 
down the following government policy. 
"The intelligence of people should be 
developed and their earning capacity and 
efficiency should be improved, occupations 
should be multiplied and everyone who has 
capacity for work must be made to work. 
The use of machinery should be rendered 
popular and more training given in science 
and in mechanical and industrial pursuits.* * * 

This policy of Dr Visweswariah was 
reshaped by Mirza M Ismail in 1926. 
He said that "the economic question 
stands first among all our questions; and 
it will continue to receive our constant 
and careful attention... .*’Hc further said 
that "government will be ready to respond 
to any well-considered and practicable 
suggestion for the encouragement of local 
enterprise either in the field of large- 
scale manufacture or commerce or in the 
field of indigenous arts and crafts.''** 

This policy was again reshaped in 1936 
when Mirza Ismail made the following 
policy statement: "In the great countries 
of west like England and America, the field 
of industry and commerce is pre-eminently 
one for the private entrepreneur and undue 
incursion into his preserve is lotted upon 
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as a violation of the doctrine of hissez- 
faire. On the other hand, here in India, 
where private capital is rotoriously shy, 
governments have perforce lo iakc a more 
active and practiail interest in prob¬ 
lems of trade and industry than by merely 
passing a legislative measure regulating 
the hours of work here or amending the 
company law there/** 

These policies which were framed, fol¬ 
lowed and reshaped according lo needs 
and conditions prevailing in those periods 
clearly lead us to conclude that the early 
industrial policy as practised in Mysore 
slate was quite encouraging for the deve¬ 
lopment of industries by making use of 
the available resources. 

Specially during the period of Dewan 
Seshadri Iyer an attempt was formally 
made for the first time to establish 
government enterprise in the form of the 
Sivasamudram Hydro Electric Project 
which was the first lo generate electricity in 
India on June 30, 1902. Bui it was 
during the period of Dr Visweswariah 
and Mirza M. Ismail that Mysore saw a 
fipiiri of indust rial growth. Although never 
nam^d as public enterprises these were 
bold attempts, indeed, of government 
ownership and minagcnient and brought 
in its wake many new undertakings under 
the aegis of the state government. 

Structure end Operation 

For an apt assessment of the enterprises, 
it would be necessary to note nuances 
regarding the struciure and operations 
of the several state undertakings of 
Mysore. Except in matters of ownership 
and management most of the units started 
in the earlier periods show no uniform 
characteristic. Even regarding the purpose 
of govcrnmm!al participation, in their 
scale of operations and in their importance 
to the economy of the slate, these enter¬ 
prises are far removed from one another. 
The ultim.uc aim of the government in 
fostering public undertakings in the state 
was encouragement of industry with an 
idea subsequently lo transfer the same to 
private hands. The transfer of the Govern¬ 
ment Porcelain Factory, the Lac & 
Paints Factory, etc., to private hands 
amply illustrates this point—a sort of 
denationalisation. With this aim the 
Mysore Soap Factory was sponsored as a 
demonstration unit. 

In some other cases, the state govern¬ 
ment started industries as aticillaries 


to the developing hydroelectric 
industry of the state, as for exam¬ 
ple, the Govemmem Electric’ Factory 
and the Government Porcelain Faaory 
(now called Mysore Porcelains Ltd). The 
nationalisation of road transport in the 
state was largely intended to regulate 
and coordinate several iranspon services. 
Hydcl works and iron and steel were the 
main big industries of Mysore state in 
those days. The government started 
the Central Industrial and Mechanical 
Workshop as a repair workshop for its 
public works department as well as for 
meeting the need for small components. 

Big Industries 

After Independence, with the launching 
of the five-year Plars, many new and 
big industries have come up in Mysore 
?tate. Among the many industries set up 
by the central government in Mysore state, 
the imponant ones arc ihe famous Hindus- 
lar Machine Tools (started in 1954), 
Indian Telephone Industries Ltd (first unit 
started by the Government of India in 
1949), development and expansion of 
Hindustan Aircraft Ltd (now called 
Hindustan Aeronautics Ltd), Bharat Earth 
Movers Ltd (branched out from Hindustan 
Aeronautics Ltd) and Bharat Electronics 
Ltd. The state government too started the 
new Government Electric Factory while ex¬ 
panding many other units. After 1956, 
/.c., after the reorganisation of the state, 
many industries were transformed to the 
control and ownership of the Govern¬ 
ment of Mysore. They arc the Central 
Industrial Workshop at Mercara, Hutti 
Gold Mines and Tungabhadra Structurals 
Ltd ( since controlled by the Government 
of India). Besides transferring some 
undertakings to private hands after 
full development, the state government 
gave fillip to many private industrialists to 
start new industries. In some of them 
it participated by providing the share 
capital, as for example the Mysore Sugar 
Co. Ltd. Mysore Stoneware Pipes & 
Potteries Ltd and Mysore Paper Mills 
Ltd. This amply, illustrates that Mysore 
state has been the pioneer in the field 
of public enterprise in India. 

An e,ssential feature of planned develop¬ 
ment in underdeveloped countries the 
division of the economy into lateral sectors 
ba^ed on the degree of proprietory rela- 
tibnship. It was also partly based on 
mobilising and regulating the resources 
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of the state while mainly guaranteeing the 
security of private interest. But private 
effort and initiative being practically non¬ 
existent, there w" re no barriers for govern¬ 
mental enterprises except the limits set by 
itf own resources and organtj^aiion. The 
main aim, however, was to stimulate pri¬ 
vate enterprises. These units were primarily 
intended to spark off free enterprise. 

The selection of industrial enterprises 
for state ownership was strictly based on 
the above policy. The starting of elec¬ 
tricity generation in Mysore, according to 
the Durbar, was “to deliver power at the 
low price which would satisfy the slate.’*^ 
and ‘‘iron works was started to train young 
people for modern industrial work and to 
familarisc people with industrial con¬ 
ditions.*’® 

In many cases it was more or less a 
direct method of promoting demonstraj^on 
units to induce people into manufaciU'ifig 
activities. As already indicated, in some 
cases government after successfully pro¬ 
moting and running these units transferred 
them to private hands. 'The main idea 
of such transfer was only to lighten its 
own burden and enter into new fields. 

Government Management 

In some cases expansion of some 
basic industries led to the starting of 
new undertakings under government 
management such as electro porcelain. 
Likewise the need for a modem work¬ 
shop gave impetus to the starting of the 
Government Electric Factory. But in most 
cases, during those days the main idea 
was to help the major industry. There 
was an exception in the Sandalwood Oil 
Factory, where the factory was set up 
to exploit the state's monopoly over 
sandalwood. After Independence, the 
state could not go it alone but had to dove¬ 
tail its industrial policy with that of the 
Planning Commissirtil. Consequently, the 
state government started several industries 
in the state with central collaboration. 

The Indian Telephone Industries was 
set up in the t>ublic sector mainly to 
develop the communications system In 
the country. The Hindustan Machine 
Tools, however, was set up in Mysore 
state as the climate in the state was 
more cojigenial for this industry than in 
other states. The healthy labour re^ 
latiohi^ip in Mysore state was yet another 
important factor for this decision, the 



of Bhmt Eftrtli Movers 1M km 
Kolar Gold Fields ouiio* 
ly to fehabilHete the oiliie worken who 
were thrown out of jobs as a result of 
the closure of gold-mii^ in parts of the 
atta. In most of the undertakings started 
after Independence in Mysore state, the 
central government is having the lipn’s 
share with the state government providing 
a small proportion of the captul and 
such other facilities as free land, cheap 
electricity, water and other resources for 
the development of industry. 

Slae and Location 

Size and location are two important 
considerations in the industrial develop¬ 
ment of an area. Most of the new indus¬ 
tries located in Bangaloire city are huge in 
size such as Hindustan Aeronautics, Hin¬ 
dustan Machine Tools, Indian Tele¬ 
phone Industries, Bharat Electronics, New 
Government Electric Factory, Government 
Electric Factory and Bharat Earth Movers. 
There are some medium-sized industries 
also located here. They are older indus¬ 
tries such as the Government Soap Factory, 
Porcelain Factory, Centra! Industrial 
Workshop, REMCO etc.. In its ambition 
to industrialise the state as extensively 
as posfible, the government deliberately 
refrained from expanding the enterprises 
to their optimum level. In most industries 
established during pre-lndcpcndcnoc, how¬ 
ever, several allied lines of manufacture 
were taken up lo derive technical and 
managerial economies. 

Location of public undertakings in the 
pre-Independence era was based mostly 
on technical considerations. The Sandal 
Wood Oil Factory was set up at the nearest 
sandalwood forests and silk units localised 
near and around mulberry producing 
regions. The Porcelain Factory was lo¬ 
cated near the source of its raw materials; 
so was the case with the iron and steel 
industry which was set up near the ore 
mines and forests. A different policy 
was adopted in the case of the Electric 
Factory and Central Industrial Worieshop. 
They were drawn towards the market as 
raw materials were not available at all 
within the state. In the former case, 
bulk of its raw materials was imported, 
and skUled labour ih Bangalore and exis¬ 
tence c€ transport ftfcdtities to regions 
oMide the on 

tedmtrics, -the same reason 
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wae ttspoiuiible for the location of the 
soap factory there. 

Generally^ in the case of public under¬ 
takings set up in the pre-Independcnce 
period, market was small thus minimising 
the significance of transport costs. But 
in most of the industries established dur¬ 
ing the plan period, such technical consi¬ 
derations as transport, cheap power, defen¬ 
ce strategy, and healthy labour climate 
were important in deciding their location. 

In the case of some industries in which 
the government had participated in the 
share capital, raw material, cheap water 
and electricity have been the decisive 
prompters, e.g. the Mysore Paper Mills,, at 
Bhadravathi, Mysore Sugar Company at 
Mandya, Mysore Chemicals &, Fertilisers 
at Belagola. 

The establishment of public undertakings 
in Mysore after Independence may also 
have been due to the conglomeration of a 
large number of government units already 
there. 

Financial Position 

The realistic objective and the selective 
programmes of government were based 
on the policy that under no circumstan¬ 
ces the state should suffer as a result of lack 
of investment. During the initial period the 
finances were obtained mainly from the 
revenue surpluses accruing from year 
to year. If there was need for public 
borrowing it was for creating property 
and building up of assets. M. Viswes- 
waraiah once observed that **the public 
undertakings (in the state) have been built 
up from accumulated balances and current 
savings and not from borrowed funds as 
was being done by other countries.* 

The total investment in public industrial 
undertakings by the end of 1926 was 
Rs 450.75 lakhs. Of this, 96 per cent 
was shared by hydro-electric and iron and 
steel industry only. This pattern of invest¬ 
ment was according to the state industrial 
policy laid down at that time. In about 
20 years, i.^., by 1945-46, this investment 
was doubled to Rs 840.90 lakhs. Of this, 
electricity department consumed Rs 512.06 
lakhs and iron and steel Rs 245.01 lakhs. 
By the end of 1953-54 the total investment 
had shot up to Rs 3,098.23 lakhs, nearly 
95 per cent of which was la Iron and steel 
and electricity. 

The government has Invested in the 
shares of several industrial concerns. 



The table brio#^P96fttn ntimbeip c^uiiiia 
in which investment hag be^ mgcfo, 
the value of the invesfinept whkii has 
steadily risen between 1956-57 aM 196S^f 
This excludes the amount invested In 
purely government undertakings and some 
central undertakings. 


Year 

No. of units 

Value 



(Rs) 

1936-57 

30 

1,52,66,230 

1937-58 

38 

2,11,68,470 

1958-59 

44 

2.65,91,605 

1960-61 

56 

4.05,36,930 

1961-62 

78 

5,88,14,420 

1962-63 

79 

6,69,83,900 

1964-65 

91 

12,93,78;695 

1965-66 

•• 

14,96,81,961 

Source: Budget memoranda 

for the res- 


pective years. 


The total government investments in the 
undertakings under the control of board 
of management for industrial concerns 

are as follows: 


Year 

No. of units 

Value 

(Rs) 

1962-63 

12 

4,50,46,469 

1963-64 

12 

4,02,78,195 

1964-65 

12 

5,88,88,047 

1965-66 

12 

6.08.64,342 

1966-67 

12 

6,98,50,486 

1967-68 

12 

7,50,64.000 

Source: 

Balance sheets and annual reports 


of the concerns. 


However, investment in 

public enter- 

prises has gone up during the Plan period. 
The total investment in these units runs 
to a total of Rs 54.41 crores (autho¬ 
rised capital Rs 85.00 crores). Following 
is the break-up of this investment. 


(Rs crores) 


Authorised Paid-up 
capital capital 


Bharat Earth Movers 

7.50 

6.56 

Bharat Electronics 

10.00 

5.21 

Hindustan Aeronautics 

50.00 

36.53 

Indian Telephone 
Industries 

5.00 

4,61 

Hindustan Machine Tools 

12.50 

11.50 


Source: Lok Udyog^ Vol. I No. 1, March 
1967, p. 81 

The management of public enterprises 
in Mysore state has its own peculiarities. 
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It can be divided intb four classes as 

follows: 

(a) Purely state government undertakings 

(b) Purely central government under¬ 
takings 

(c) Statc-cum^html undertakings 

(d) State-cuiTi'private undertakings 

The peculiar feature of purely state 
government undertakings lies in their 
central management, v/z., a board for 
management of government industrial 
undertakings. It manages all the concerns 
under its control through the general mana¬ 
gers of the concerns. The general mana¬ 
ger is more or less powerless and has to 
act according to the decisions of the board. 
He cannot take decisions regarding policy 
matters. This type of management leads 
to inordinate delay and thus impedes the 
development of the unit. This board 
mainly consists of officials of the govern¬ 
ment and does not include any indus¬ 
trialist who could advise the board suit¬ 
ably, In most of the cases, the board 
for management consists of a member 
from the Finance Department of the 
government, the Slccrctary of the Industries 
Department the Director for Industries 
and Commerce in Mysore and a director 
attached to that particular industry. In 
all cases they are either IAS or M$A 
officials. This board is being headed by 
the Minister for Industries and Com¬ 
merce (or Minister for Sericulture if it is 
sericultural industry}.. 

Better Managed Compenieg 

In the second type, the central government 
has appointed a board of directors for each 
company, as all the units in Mysore state 
arc limited companies. The board consists 
only of representatives of the concerned 
departments. Here the management is 
somewhat better compared with the 
managemeiTt of state government under¬ 
takings. 

In the third case, where the government 
has participated in the share capital of the 
company, it appoints some of its directors 
along with the elected directors. But in 
almost all such cases, the chairman and 
managing director is a government no¬ 
minee. Here, the voice of the government 
director will be more effective as com¬ 
pared with other directors. 

In the case of the Mysore Iron and 
Steel Ltd and the Mysore State Road 
Transport Corporation, the concerned 
ministers are chairmen and the senior 
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officials of the government. are the vice- 
chairmen. These boards too are stuffed 
with officers of the government. 

The high cost of production in the 
public undertakings of Mysore in the 
earlier days was mainly due to the in¬ 
creased labour costs. Most of the indus¬ 
tries were labour-intensive in those days 
but now they are automated as far as 
possible with the result that ail the fac¬ 
tories are being saddled with surplus 
labour. Hew lines of manufacture were 
taken up in some cases only to absorb 
the workless labour. The government 
has never faced the problem of labour 
squarely in Mysore state. Regarding 
purely state-owned units, no strict labour 
policy was employed and the solution 
was postponed indefinitely. In view 
of this situation in the working of govern¬ 
ment enterprises, the higher costs of 
production were inevitable in those days. 

But in recent years, many changes have 
taken place on the labour front of the 
public undertakings. Many concerns were 
expanded to meet the growing needs. 
In some automation was introduced and 
surplus labour thrown out. Many surplus 
skilled workers were absorbed in the 
new industries that were started. A good 
example for this is the setting up of Bharat 
Earth Movers in KolarGold Fields, though 
it was originally planned to be set up in 
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Bangalore, so ar to utilise the eervices^ of 
retrenched miiie workers. Labour foree 
in public undertakings has now become 
more organised and is fighting for their 
due recognition and rights. 

In conclusion, we can say that Mysore 
state was the pioneer in the field of public 
enterprises in India. This was mainly 
due to the farsighted policy of the adminis¬ 
trators at the helm of affairs. Most of 
the state units are progressing and are 
contributing their mite tO the state ex¬ 
chequer. It cannot be said that all the 
units are sound and financially strong. 
There are many drawbacks which need to 
be set right through a detailed investiga¬ 
tion and adoption of modem techniques. 
There is also need for commercialisation 
of these units, which is the present-day 
trend in the country. 
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Problems of the Public Sector 


S. SRINIVASAN 


ADDRESSING the heads of 11 selected 
public enterprises on the day on which the 
bank nationalisation ordinance was pro¬ 
mulgated, Mrs Indira Gandhi regretted, 
*"we have put at the head of public under¬ 
takings men who are not fully involved, 
but thought it was only another job.*’ 
She hinted at changes in the top personnel 
of public undertakings unless... .She also 
offered to consider the reorganisation of 
the capital structure of some of the units 
with a view to providing relief on interest 
charges. 

The sense of urgency in the Prime Minis¬ 
ter’s observations and her concern at the 
continuing losses shown by most govern¬ 
ment undertakings is as welcome as it is 
overdue. Welcome because of the earnest 
recognition on the part of the Prime Mints- 
ter that more than something is rotten ip 


the state of Denmark, as far as government 
undertakings are concerned. Such recog¬ 
nition is overdue in the sense that the 
country cannot afford to go on denying 
itself even a modest return on the thousands 
of crores of rupees it has invested. 

But asking for the heads of the top 
personnel on a charger is certainly not 
going to get us out of the mess. As for 
providing relief on interest payments, this 
is at best a palliative; it will not ensure 
the financial viability of the undertakings 
in the long run. •This kind of approach 
only proves that the Prime Minister has 
thoroughly misunderstood the nature pf 
the problem. There have been several 
changes in top personnel in the recent past^ 
but the performance of the units has 
continiied to be. as disapppinting as ever. 
Again, to he able to run an igHh^rtakinB 
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dBckniiy t)icre i& no need for ihe chief 
cxceutive to commit himself to a particular 
ideology. 

Professional managers (the writer has 
been one for over a quarter of a century), 
whether in public or private sector, arc, 
by and large, apolitical. What keeps them 
on their toes is not the vision of their helping 
a brand new society to be bom. The 
factor that motivates them is the sense of 
achievement they feel in making a success 
of their jobs and due recognition of their 
competence by others. On this their 
involvement is total and they do not need 
any ministerial exhortations to put out 
their best foot. 

The Faulty Syitam 

While none can take exception to the 
Prime Minister’s remark that “the public 
sector can only be as good us the men who 
control it,” the question needs to be asked: 
*‘Are these men really allowed to control 
the units they are supposed to be in charge 
of?” The fault lies not in the men but 
in the system in which they have been 
caught up. 

The public scc4or’s troubles can be traced 
to the absence of a dearly defined objective 
in the light of which policy can be formu¬ 
lated, an organisational structure which 
cuts across fundamental principles of 
modern management and interference from 
officials and political busybodies at all 
levels, from the minister and the ministry’s 
secretary down to the district politician. 

In private enterprises there is only one 
goal the lop management sets for itself. 

It is the maximization of the return on the 
capita] employed, first, last and every lime 
after allowing for wages and salaries, dep¬ 
reciation, interest on borrowed capital 
and taxes. In the public sector, however, 
there i.s no such central purpose capable 
of providing the guidelines to those res¬ 
ponsible for taking policy decisions. The 
raison d'etre for a public undertaking is 
often vague and sometimes ambivalent. 
Not infrequently, it is supposed to achieve 
a multiplicity of objectives seme of which 
are mutually exclusive. The haze that 
envelopes the goal of government enter¬ 
prises makes it easy for the champions of 
that sector to offer different interpretations 
at different times as to what exactly a 
public sector unit is expected to achieve. 

In theoryi public sector undertakings 
are exi^ecied' to mth a reasonable profit 
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on invested capital. , Ih all our national 
plans the profitability of public investment 
has boon taken for granted; such earnings 
are to become an important instrument 
of development financing. When it comes 
to explaining the poor economic perfor¬ 
mance of that sector, however (as against 
an aggregate investment of Ks 3,333 crores 
up to the end of March 1968, the central 
government undertakings have reported 
a net loss of Rs 35.23 crores in the financial 
year 1967-68), all .sorts of criteria arc 
dragged into the discussion. 

Public sector units, it is contended, 
provide additional employment opportu¬ 
nities and the inflated wage bill is, therefore, 
responsible for the very low or absence 
of profits. There is nothing wrong—in 
fact, it is highly desirable—in establishing 
public sector undertakings for increasing 
the avenues for employment. This, how¬ 
ever, does not mean that the unit must be 
made to carry right from ihc start a labour 
force far in excess of its requirements. 
For example, Hindustan Steel’s labour 
complement is thrice the level envisaged 
in the manning schedule of the project 
report of each plant and is perhaps one 
and a Italf times to twice that in private 
sector steel plants i>cr tonne of ingot 
capacity. Such high initial employment, 
besides resulting in low moral, discontent 
and idleness, makes for poor profitability; 
what is more, it is self-defeating in that it 
inhibits the growth of employment potential 
in the future. 

ProlltUts Existance 

Job opportunities can increase only 
pari passu with the unit’s expansion; 
expansion depends on investment 
which, in turn, has to conic out of 
profits. So long as the units continue to 
lead a profitless existence, there can be no 
question of a progressive increase in the 
volume of employment. If, on political 
grounds, a policy of maximum imme¬ 
diate employment has to be followed, 
it is economically more javtifiable to 
deploy the excess labour in famine relief 
works and pay them a reasonable wage than 
to crowd unwanted bodies inside govern¬ 
ment steel mills, thus confusing w'ork with 
gainful employment. 

It is not the objective of every govern¬ 
ment undertaking, so runs the argument, 
to make a profit on invested capital. Some¬ 
times it is the deliberate policy of the 
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government te produce ,a convnodity or 
service and soli it to the consuming pujUic 
at or below cost. Again, public enterprises 
are .set up in certain areas not because such 
location confers any economic advantages 
(in fact the contrary may be the case) but 
in the interests of a more balanced regional 
development. Yet another reason for go¬ 
vernment setting up certain key industries 
is to broaden the country’s industrial base 
so as to accelerate economic growth. This 
happens invariably in areas where 
private sector is unable to enter either 
because of the magnitude of investment 
or the prolonged gestation period 
involved. 

ii 

The point is readily conceded that go¬ 
vernment may set up industrial under¬ 
takings either for earning a return on its 
investment or for reasons which have little 
to do with earning a profit. Whether the 
product or service produced by a particular 
unit should be sold to the consumers at a 
profit or at cost or below cost ^thc shortfall 
to be made up by a government subsidy) 
is a decision that is made by government at 
the highest level. Such differences in the 
objectives, however, should not be made an 
excuse for covering up management defi¬ 
ciencies at the unit level. 

If the oflicial aini is to cam a return on 
iovcslment, inaxim*sation of profits be¬ 
comes tlie overall consideration. On the 
other hand, if government’s policy is to 
sell the product at cost, the immediate 
good for the management becomes a pro¬ 
gressive reduction in the cost of production 
so a? to achieve a lower and lower consu¬ 
mer price or an increase in the quality of 
the thing sold without an enhancement of 
its price. In instances where it is the 
declared policy of the government to 
offer things at a subsidised price, the 
unit’s operating personnel should seek to 
achieve a gradual reduction in the quan¬ 
tum of the subsidy needed which is only 
possible through cost reduction. 

Thas, as far as the operation of enter¬ 
prises go, there is no escape from the strict 
adherence to the principle of most results 
from least resources, whether the unit is 
being run to eain profit or provide jobs 
or supply things to consumers at cost or 
below cost. The goat of the operative 
personnel, from the general nianager down 
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to the lowest paid employee, must be 
maximum output for minimum input. 

As things arc, however, the dctcmiination 
to pursue this goal is signiheunt by its 
absence in public undertakings, ft has not 
been spelt out even at the level of the gene¬ 
ral managers. As a result, government's 
business which is everybody's business 
tends to become nobody’s business. And 
no one is unduly worried about a poor 
performance in terms of the balance sheet. 
In fact, poor results are sometimes justified 
on the ground that the sordid principle of 
using the profit yard-stick to measure 
efficiency should not be applied to goveiii- 
mcni undertakings which are supposed 
to be serving a much nobler cause. 

Mental Retervationt 

Even with regard to the few undertakings 
which can and have managed not to he 
in the red there appears to be some mental 
reservations about their going all out to 
earn maximum profits. There arc a number 
of intelligent, educated and influential 
politicians in the land to whom the dec¬ 
laration of handsome, dividends by govern¬ 
ment undertakings amounts to u crime 
next only in enormity to the original Sin. 
Their myopia prevents them from seeing 
that by itself profit, that is, the excess of 
output over input, is neutral and that 
ideology comes into play only in deciding 
on the uses profits are pul to. If a 
government enterprise earns a tidy 
return on the capital invested, the 
money does not disappCitr into the 
pockets of a rapacious capitalist, 
complete with horns and hooves, but 
goes to swell the public revenues. It can, 
therefore, be used for increasing national 
expenditure on social services or expanding 
or diversifying the operations of the unit 
itself or in improving the terms and condi¬ 
tions of those who work in it. Even 
the extreme leftist need, therefore, have 
no bud conscience about a public under¬ 
taking earning a profit. 

Getting such crazy notions out of the 
Heads of those who man the public sector 
entcrprjsc.s and instilling into them pro¬ 
ductivity consciousness is u task that must 
be accorded the highest priority. There 
has to be a thorough reorientation of 
the prevailing ethos in regard to two 
important aspects. First, there has to be 
a clear recognition by the unit management 
that their task is lo strive for achieving 
maximum economy and efficiency as 
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reflected in the lower unit costs. Apart 
from laying on a conducive climate for an 
improved performance, such a clear defini¬ 
tion of the goal to be aimed at also helps 
in establishing standards for as.sessing the 
individual abilities of senior executives; 
at present such standards just do not exist. 

Secondly, the habit of taking quick deci¬ 
sions has to be fostered among managers 
almost from scratch. In p<diticul udniinis- 
trution there is often a case for prefering 
a sound decision to a quick one. A good 
deal of this bureaucratic tradition of sacri¬ 
ficing speed for quality in taking decisions 
has rubbed olT on the senior managers of 
public enterprises. Unfortunately, what 
appears to be a wise rule in politics is a 
positive menace when applied to in¬ 
dustrial management. In running a public 
undertaking on commercial lines quick 
decisions arc at a premium, although it 
ciirries with it the risk of certain decisions 
turning out to be not so sound. The 
present practice of holding inquisitorial 
inquiries on past decisions taken by 
managers puts a premium on taking no 
decisions. 

Bona Fide Mittakas 

The executives have to be given a 
firm assurance that no one will be taken 
to task for a hona fide mistake, as certain 
decisions arc bound lo go wrong in any 
ease. They should be told that delaying 
or dithering is a bigger crime than taking 
a decision which may not turn out to be 
right and that an executive is judged not 
by i.solated instances of decisions that have 
gone wrong but by his entire record of good 
as well as bad decisions and the final results 
at the end of three, and in sonic cases five, 
years. 

This kind of radical change in the think¬ 
ing and attitude of the public sector manage¬ 
ments cannot come about merely by defin¬ 
ing the goals, although goal-setting is 
vitally necessary. The organisational struc¬ 
ture must be geared to achieve u progressive¬ 
ly higher level of productivity. The existing 
design, modelled on the structure of govern¬ 
mental departments, is admirably uiisuited 
for the purpose. Restructuring the orgtini- 
sation of the public sector must begin by 
bringing all the units under one ministry so 
(hat it will be easier to effect co-ordination 
of policies as between units in areals like 
wages and salary scales, personnel matters, 
industrial relations, financial control, etc. 
The argument that this will be too much of 
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tt burden for one ministry to shoulder does 
not have much force because (a) the overall 
control on matters of very broad policy 
can be exercised by the ministry through 
the agency that has recently been created, 
viz., the Bureau of Public Enterprises and 
(b) individual units arc to have a lot more 
autonomy to manage their own affairs 
within the framework laid down by the 
Bureau of Public Enterprises which will be 
liaising with the ministry on the one hand 
and the general managers and directors of 
public undertakings on the other. 

Ill 

The so-called accountability of public 
sector units to Parliament has had the most 
bizarre consequences. The innumerable 
questions that arc asked in Lok Sabha 
about the working of these enterprises arc, 
for the most part, either interested or petty- 
fogging or downright silly. Very seldom 
they are posed to elicit information thftt^will 
add to the average MP's knowledge of 
the working of these units. For the most 
part, the questions arc asked by vested 
parties to advance the interests of indivi¬ 
duals or bring into bad odour certain execu¬ 
tives or to embarrass a particular minister 
or the parly to which he bclong.s. Thou¬ 
sands of valuable managerial houi*s arc 
wasted by senior executives who man the 
public sector units in preparing draft re¬ 
plies to silly parliamentary questions, 
hours they could usefully spend in improv¬ 
ing the working of the units entrusted to 
their care. 

This colossal waste of time and effort be¬ 
comes unavoidable because of the accepted 
practice of the ministers to try and answer 
every question in Parliament, although the 
minister is expected to reply only to ques¬ 
tions relating to policy matters. Here our 
ministers could do worse than follow the 
convention in British Parliament where a 
minister has the right to refuse — and he 
often docs — to answer a question if he 
feels that the query pertains to a matter 
of detail and not to policy. Also a special 
committee, consisting of members of the 
ruling party as well us of the opposition, 
can have periodical sessions with the Bureau 
of Public Enterprises which should be in a 
position to enlighten members of the 
committee who take an intelligent interest 
in the working of the public sector. The 
Bureau can rely for their information on 
the periodic reports submitted to them by 
the general managers of individual units 
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on produaiofl, demand, profitability, raw 
material situaticm, industrial relations, 
inventory levels and the outlook for the 
immediate fbture and so on. Requests 
to general managers from the Bureau for 
additional information to deal with a 
specific question must be the exception and 
not the rule. 

Once the general manager has been given 
the responsibility for running the unit, 
he has to have the necessary authority with¬ 
out which he cannot function effectively. 
How can one expect him to produce results 
by using his initiative if he is not allowed to 
go to the bath^'room without getting the 
prior permission of the joint secretary or 
the secretary of the concerned ministry ? 
In such situations the strong executive 
gets bitter and frustrated and even resigns, 
while the not-so-strong cashes in on the 
organisational shortcomings by passing 
the buck to the ministry and awaiting inst¬ 
ructions. 

Birds of Passage 

Next to freedom to use his initiative, the 
genera] manage should be,retained in his 
post long enough to give him a chance to 
understand the problems and personnel of 
his unit, apply his own ideas and produce 
results. Uncertain teniu-es and unexpected 
transfers are ill winds that blow nobody 
any good. The undertaking is deprived of 
continuity of policy and direction; what is 
worse, it is unlikely to have a chief executive 
whose involvement with the success of the 
unit is complete. How many general 
managers will embark on major experi¬ 
ments to improve efUciency or commit 
themselves totally, if they arc>not certain 
of being in their posts six months or a 
year hence ? Unless they arc left undis¬ 
turbed in their assignments for at least 
five years, chances arc they will develop a 
bifd-of-passage mentality. 

Perhaps the biggest organisational road¬ 
block to the unit’s chief executive using 
his initiative is the way in which financial 
control is being exercised. Tc private 
commercial undertakings the finance man 
is the hand-maid of the chairman or the 
managing director. The former place® hi® 
expenise at the disposal of the board of 
directors, participates in discussions re¬ 
garding new projects, makes suggestions, 
offers his views whenODnsultcd by his chief, 
but cannot o^idfi the number one on the 
bo«^. The fiaant^aT controller or the 
finahclat last loyalty is 
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to his chief and the institution. He becomes 
a part and parcel of the team. Constant 
discussions with his colleagues on the board 
broaden his perspectives. He becomes 
aware of the non-fmanciai aspects or pro¬ 
positions as they are being looked at from 
different angles. He ceases to be a mere 
book-keeper and becomes a member of top 
management concerned more with develop¬ 
ment and less with the historical aspect of 
financial transactions. In the process he 
quickens the cost-benefit consciousness of 
his colleagues which acts as a built-in 
safeguard against excessive adventurism. 

Bureaucratic Outlook 

The financial controller in a public sector 
is, alas, a totally different kind of an ani¬ 
mal; not because he is made differently but 
because his responses have been conditioned 
by the system in which he finds himself. 
To begin with, the financial controller is not 
responsible to the general manager but 
reports direct to the Finance Ministry. His 
prospects are not bound up with those of 
the industrial unit to which he happens to 
be attached for the moment. What the 
general manager thinks of him and the 
quality of his contribution is neither here 
nor there. His training in bureaucracy has 
fitted him to play the role of a watch-dog 
on expenditure and nothing more. While 
this system may have had its virtues in 
handling government revenues, it works 
havoc when applied to controlling or ad¬ 
ministering the finances of an industrial 
unit that is operated on commercial princi¬ 
ples. 

The results of this arrangement arc what 
one would normally expect. Instead of 
working as a member of the top manage¬ 
ment team, the financial controller or ad¬ 
viser with his extraterritorial loyalty spe¬ 
cialises in fault-finding. He reports devia¬ 
tions from the departmental rules with the 
same carefree enthusiasm a policeman dis¬ 
plays in noting down the traffic offences of 
the passing motorists. Tlie tacit assumption 
is the greater the number of irregularities 
reported on, the more efficient is the finan¬ 
cial controller. What with his having pre¬ 
cious little autonomy or authority and 
living in constant dread of being asked to 
tender an explanation for a decision that 
had turned out badly in the light of subse¬ 
quent events, the genera] manager cannot 
afford to disagree with his financial control¬ 
ler or do something which might be 
construed- as a violation of the elaborate 
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procedure laid down for government de¬ 
partments at a time when the official con^* 
cem was confined to collection of rev^ue 
and law and order but which has become 
totally anachronistic in situations like the 
running of an enterprise on commercial 
principles. Armed with a Vishinshy’s 
**no” which can stop an action being taken 
at the drop of a hat; the financial controller 
enjoys the unique privilege of having con¬ 
siderable authority without oorresponding 
responsibility. The general manager, on 
the other hand, suffers from excessive 
responsibility without the corresponding 
authority. * 

When he was in charge of the Steel 
Ministry, Mr C. Subramaniam tried his 
best to introduce changes which would have 
reduced the subservience of the general 
managers to the financial controllers and 
fostered among the latter a sense of loyalty 
to the unit. He was, however, overruled by 
the cabinet. The kind of reform he had in 
mind is overdue. Unless the genera] mana¬ 
ger is allowed to come into his own with 
the finance man* as his trusted lieutenant 
with both of them totally involved in the 
fortunes of the unit they are managing, the 
financial controller’s writ will continue to 
run, conferring a premium on inaction. 

IV 

By itself, neither goal-setting nor 
radical change in the organisational struc¬ 
ture is likely to impart dynamism to the 
management of public undertakings unless 
the general managers of the units are allow¬ 
ed to function without interference from the 
political and civil service panjandrums. 
The effect of this kind of interference is 
all the more blighting because it is informal 
and insidious. The areas where general 
managers are embarrassed with maximum 
interference arc recruitment, placement, 
promotions and termination of services of 
personnel. Union ministers are known 
to apply pressure right down to tb© 
appointment of junior clerks. None of this 
can be proved because it is all done in the 
course of a casual talk. The inexcusably 
high labour complement in the government- 
owned steel mills is a standing monument 
to the penchant of our VIPs to “put in a 
word” for their friends or their friends* 
friends. It is not an accident that some 
of our politicians are among the hottest 
gospellers of an ever-expanding public 
sector: they see in every government 
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undertaking an extended soope for distri¬ 
buting patronage. 

A different kind of interference with the 
operations of the public sector is contained 
in the address of th^ Prime Minister herself. 
To promote better utilisation of existing 
capacity, she told the heads of public sector 
imdertukings, the government had decided 
that state governments and central 
ministries must give preference to the public 
sector for their purchases. And she felt 
sorry that the directive had not been 
implemented. 

To the extent the public sector units are 
given captive markets on terms which 
need not be competitive they will be robbed 
of their initiative to compete on level terms 
with producers from the private sector. 
Sometimes there may be a case for 
giving preference to purchases from 
the public sector provided the Jailer's 
products are comparable to those of 
the competitors in specification, quality, 
price and delivery schedules. The utmost 
that can be done is to give a marginal 
concession only on price and that too for a 
limited period of two or three years during 
which the public sector unit has got to 
bring its terms in line with the ruling market 
price. Indiscriminate feather-bedding for 
an indefinite period would only mean per¬ 
petuation of inefficiency and high-cost 
production. 

Besides there is another grave risk in 
serving captive markets on a plate to public 
sector units. The resulting complacency 
militates against diversification and changes 
in the product-mix that might prove more 
profitable. Excessive dependence on official 
purchases make the producing units insen¬ 
sitive to changes in the demand patterns that 
arc continuously occurring in the open 
market. If for some reason there is a drastic 
reduction or complete stoppage of g'ovem- 
ment purchases (this happens not infre¬ 
quently) the concerned unit will be left high 
and dry with finished goods which are un¬ 
salable in the market. 

Outtida Intorvantlon 

Outside intervention is most rampant in 
the sphere of industrial relations. The 
moment there is a strike or talk of one 
there are always politicians some of whom 
emerge as the champions of labour, while 
others hunger for kudos for having success¬ 
fully settled the dispute by throwing oil 
on troubled waters. In the process the 
general manager and the perstmnel manager 
of the concerned unit arc reduced to the 
status of “unpc^sons•^ That is not all. 
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The representatives of unions of workers 
get into the habit of rushing to thc politi¬ 
cian whenever there is a employer-worker 
dispute instead of taking the matter up with 
the personnel manager or the chief execu¬ 
tive of the industrial unit. For obvious 
reasons, the politician tends to develop a 
vested interest in industrial strife and tries 
hir best to keep things simmering. This ex¬ 
traordinary method of settling labour dis¬ 
putes puts paid to all prospects of the em¬ 
ployer and the worker arguing and settling 
their differences acrass the tabic or adopting 
th& constitutional method of taking it to the 
industrial tribunal, in the event of a failure 
to arrive at a settlement. Also, the practice 
of politicians getting mixed up with labour 
disputes queers the pitch further by in¬ 
creasing the bad blood between rival 
unions. 

Advisory Role 

By all means let the Bureau of Public 
Enterprises lay down broad guidelines 
for labour and personnel policies to be 
followed by governnwnt undertakings. 
Let it also have a cell consisting of experts 
in labour laws, work-study, job evaluation, 
.statistical quality control, operational re¬ 
search, manpower planning, systems analy¬ 
sis, market research, etc. But these 
persons should have only advisory roles; 
their services should be on tap for the chief 
executives of units. And it is the latter’s 
job to handle recruitment, fixing of salary- 
scales, promotions, disciplinary action and 
negotiations with labour unions. It will be 
unfair not to give them a free hand in these 
matters and yet hold them responsible for 
the results. 

We have a number of corporations which 
are autonomous in theory; they are, never¬ 
theless, prone to catch a cold the miqutc 
the minister or the secretary to the ministry 
sneezes. In the circumstances, hectoring 
the managers to get involved or warnings 
to politicians to keep out just will not work. 
If top executives of public sector units 
are to give of their best, the control over 
their tenure, prospects and placement must 
be taken out of the hands of the minister 
and his ministry and entrusted to a select 
body of disinterested public men with 
proven conunercial and administrative 
experience. < 

To sum up: far-reaching measures must 
needs be taken* if x|ie management of our 
public sector is to become dynamic. First, 
irrespective of the reasons for which n 
government undertaking has be^ set *. up. 
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the operational goal at the unit level must 
always remain the attainment of progres¬ 
sively higher level of productivity. This has 
to be made perfectly clear to every member 
of the management of the unit from tt\e 
general manager downwards. 

Organltatlonml Restructuring 

Secondly, the present organisational 
set-up must be restructured with a view to 
giving the unit management unfettered 
discretion in the operational sphere. The 
financial controller, no less than the mana¬ 
gers of departments Jike production, per¬ 
sonnel, marketing, etc. must be made to 
function like one team under the command 
of the general manager who should have 
the responsibility for final decisions. It 
is only then that the management team, 
as a whole, will develop a loyalty to their 
unit and pride in its achievements. Their 
duty is to run the enterprise efficiently 
and not to waste their time prep^ing 
answers to questions in Parliament. 

Thirdly, the chief executives must be 
allowed to do their jobs without inter¬ 
ference from politicians as well as officials. 
The average general manager will not be 
able to withstand the pressure from these 
quarters unless the authority which decides 
his tenure, promotions and placement is 
taken out of the hands of politicians and 
the top officials in the secretariat. 

Critics of the public sector have been 
sinned more against than sinning. Most of 
them realise that the public sector has to 
have an honoured place in the national 
economy. They do not suffer from any 
deep-seated prejudices, ideological or other¬ 
wise. What irks them is not the existence 
or the expansion of the public sector but 
that it is being run so badly, making such 
wasteful use of capital, a resource 
which we arc extremely short of. 
Snarling at those who are critical of the 
record of government enterprises and 
attributing motives to them is merely to 
strike a holier-than-thou attitude which 
gets us nowhere. 

Whenever the public sector is uqder 
attack our Prime Ministr leaps to its defence 
and harangues ^he country on the need 
for and significance of the public sector 
in a socialist society. In offering thta 
political justification for the existence 
of the public sector she is preaching to the 
converted. What is underfire i$iK»t the 
political but economic aspect of the sector. 
MjMng up the two or pointing an aoensiag 
finger at the shortcon^g$ qf the f^iv^e 
sector ia 00 aii$w^ to such criliclst^ 
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Towards Increased Liquidity 

H. R. 


THE World Bank and the IMF have broken 
new ground on the occasion of the silver 
jubilee year of Bretton Woods this year. 
This fact emerges loud and clear though the 
conference in Washington tended to be 
overshadowed by the thunderclaps of pass¬ 
ing events. It had hardly opened when 
Bonn informed the IMF that Deutschemark 
is being set fi'ee. The news was so un¬ 
expected that it caught the corridors of the 
conference completely by surprise. The 
redoubtable Picrre-Paul Schweitzer could 
do no better than include in his opening 
speech a one-line non-committal comment. 
The full signihcancc of the situation had 
yet to be gauged. The West Germans mere¬ 
ly expressed the belief that the step would 
contribute to the avoidance of possible 
pressuoss on the international monetary sys¬ 
tem 

The Fund evidently had been informed 
but not consulted. It had no option but to 
accept “the exigencies of the situation'.’ 
which had prompted Bonn in technical dc- 
tiance of the IMF rules. The Fund noted 
the intention of the West Geiman authori¬ 
ties “to collaborate with the Fund and to 
resume the maintenance of the limits around 
par at the earliest opportunity.” This was 
a mild confession that at the present rate 
Bonn was deficient in co-operation. 

PMrton Commitslon Report 

The splendid recapitulation of the World 
BankN new programme for expanded 
assistance to developing countries was 
likewise submerged under the voluminous 
report of the Pearson Commission. To 
ascertain and evaluate what happened at 
the conference one must steer clear of the 
startling deviations and return to the techni¬ 
que of looking facts »n the face. They are 
interesting enough. The conference will 
be remembered when all else is forgotten 
for cme single development r~ acceptance 
of the proposal to allocate SDRs to member 
countries over a first basic period of three 
years, beginning January 1, 1970. Each 
allocation will be made at a rate related to 
the quotas of the participants. This will 
yield ulltKalioas dose ip the equivalent of 
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S 3.5 billion in the first year and close to 
$3 billion in each of the second and 
third years. 

How have these figures of SDRs been 
. arrived at? The Fund has estimated the 
probable development of reserves over 
these years in the absence of allocations and 
also estimated the development of reserves 
that would be desirable in the interest of the 
world economy. As regards the prospec¬ 
tive growth of reserves, other than SDRs, 
over (he next three to five years, from 1970 
onwards, the Fund has taken into account 
S500 million per annum for ihe accruals 
of official gold holdings reserve creation 
through the general account of the Fund 
and various minor sources of reserve crea¬ 
tion. 

Range of Assumptions 

As for the accrual of US dollars to official 
holders, a range of assumptions has been 
made. One assumption implies mainten¬ 
ance of payments balance by the US, no 
creation of reserves in the form of US 
dollars, attainment of a substantial surplus 
by the United Kingdom and net repayment 
of some $5 billion of international credits 
(including Fimd purchases) extended in 
recent years. On this assumption, reserves, 
instead of rising, fall by g 0.5 billion per 
annum. On another assumption, allowing 
for the possibility that the next five years 
would show a deficit for US payments, 
there could be a possible rise in official 
holdings of US dollai-s of about $0.5 
billion to one billion dollars making for an 
overall reserve increase. 

This is the assumption which the Fund 
has tentatively adopted making for a re¬ 
serve growth of one billion dollars per year. 
The Fund, however, has concluded that this 
incrciisc in global reserves “would not 
suffice to remove the danger of undue corn- 
petition for reserves.” Having made this 
decision, it set about to estimate what 
supplemental reser-ves would be required. 

In the process, it has adopted all the known 
ways of calculation, each of which is highly 
tentative though firm enough to point to 
the netd for annual increase in reserves 
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to approxfmafely $6 binioil A yjear. ^ 

For this reason, ti has decided ial^n$ 
into account the potential grosyth of $1 
billion to $1.5 billion in i^rves other than 
SDRs, the world would need .SDRs over 
the next three to five years (o the extent 
of about $3 billion per annum. This is the 
global estimate of a global need. It has, 
however, preferred allocations initially 
for a (hrcc-ycar period. In doing so it has 
recognised the difficulty in making longer 
projections. 

The allocations at the beginning of 
1970, 1971 and 1972 respectively would be 
based on the quotas of participants on the 
day before the dales of the allocation. 
The quotas themselves would come in^for 
the ensuing quinquennial rcvie^v. The 
resolution permitting the review notes that 
the executive directors have been consider¬ 
ing the question of an appropriate in¬ 
crease in the quota.s of Fund members; 
that they have looked upon it in relation to 
the allocation of SDRs and that in accor¬ 
dance with the articles the next quinquen¬ 
nial review of quotas should begin not later 
than the end of this year. The rccommen- 
(Uitions would need to be submitted not 
later than December 31, 1970. So what is 
about to happen is creation of unconditional 
liquidity under SDRs and also increase in 
the size of the Fund providing for a paral¬ 
lel expansion of conditional credit facili¬ 
ties. There is advance unanimous agree¬ 
ment on the principle of such an increase. 

Indians Lament 

India has lamented and so have other 
developing countries that the creation of 
SDRs will not be linked with aid. This i.s 
due to the fact that when the SDRs facility 
was drafted, any link between the alloca¬ 
tion of the SDRs and aid was eliminated. 
Mr Schweitzer has explained that for this 
rca.son (here can be no institutional or 
legal link between the two where the Fund . 
is concerned. Proposals have been ma;de 
to the effect that the rich countries should 
make available additional aid after 
receiving an allocation of SDRs. That 
would be a domestic decision which has 
nothing to do with (lie Fund. 

Like (he IMF, the World Rank's opera¬ 
tions on behalf of developing countries 
have increased immensely under the quiet 
but restless leadership of Robert McNamara. 
He apjscai's to be attacking his job 
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with a missionary jsaal combincd^ with 
creative innovation. At a time when 
other sources of aid are either shrinking or 
arc at best at a stand-stUI, the World Bank 
in a single and most difficult year has in¬ 
creased its financing of global develop¬ 
ment by 87 per cent over the previous 
year. Tn this year its loans, credits and 
investments totalled $1.877 billion comp- 
pared with l%8*s total of 81.003 billion. 

Marketing Programme 

The splendid result was made tK>s$iblc 
by active marketing of securities in fiscal 
1969. Borrowings by the Bank in the 
capital markets between July. 1968. and 
June 30, 1969, reached a record with 
sales of US 11.224 billion equivalent of 
bonds and notes. The Bank’s enlarged 
marketing programme which is to be fur¬ 
ther extended during the current year has 
increased its liquidity. After meeting all 
financial requirements for the year, the cash 
resources of the Bank were incieased by 
about $450 million. This means that it 
would need to Ixirrow less this year at higher 
interest rates. In its search for funds, it 
has exploited new sources along with tradi¬ 
tional markets. These include West Ger¬ 
many. Kuwait and Switzerland besides 
instilulional investors in 65 other countries. 
Highly per cent of the amount borrowed is 
from sources outside the United .States. 

The plans for the current fiscal year arc 
intended to meet the expanded programme 
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of loans, approximately totalling 12.25 
billion. This would be more than double 
the lendings of two years ago. Tlie Bank 
has set before itself a target of doubling its 
lending in the next five years as compkrect 
with the lending of the previous five years* 
total. Put another way, as Mr McNamara 
explains ; “in the new five-year programme 
it should lend a total that would approach 
the entire amount lent in the first 22 years 
of its operations.” When this hap|>ens, 
the World Bank group’s new financing 
operations will exceed $12 billion for the 
period. The Bank is planning also to en¬ 
large and improve its lending qualitatively 
so that it can effectively promote develop¬ 
ment in wide areas instead of merely finan¬ 
cing viable projects. The Bank is addressing 
itself more insistently to the basic problems 
of development to better help the process 
of development. 

Impact of New Policy 

The new policy came into opeiation last 
year when it started to give additional em¬ 
phasis to population planning, education 
and agriculture. The impact of the policy 
is beginning to be felt in many countries. 
In agricultuie the outlook now is that, given 
the requisite support, the world’s food 
supply will grow at a faster rate than its 
population, -contrary to what the Cas¬ 
sandra s might say. 

The Bank is now turning its attention to 
three iiitcr-ielated problems iinemploy- 


ment, urbanization and industnaiistiii^. 
The shift is evidently the re^lt of Mr 
McNamara’s visit to Cakuttd and other 
industrial centres of Asia. These trips re- 
^ ta Mr McNamara the desperate 

nature of these problems. 

The Incomes Oep 

He has concluded that the developing 
countries arc unable to create enough 
jobs for the rising flood of youngsters reach¬ 
ing working age. At the same time, the 
rate of economic growth is insufficient to 
prevent the income disparities between 
rich and poor nations from increasing at an 
alarming pace. The gap between the extre¬ 
mes is already $3000. His projections indi¬ 
cate that by the end of the ccntiu-y, India’s 
per capita income would be about $200. 
That of the US is expected to be $10,000. 
The gap would thus be of the order of 
$9,800. 

There is no doubt that India among 
other countries has lost the race which, of 
course, is no reason for not trying to im¬ 
prove the lot of its citizens even if it ifigaas 
a relative recession in standards. There 
is much difference in at least absolute teitiis 
between $70 and $200. The World Bank 
thinks that given its own new strategy the 
rate of growth can be improved. But even 
at 6 per cent growth rate, if India’s popula¬ 
tion continues to expand at 2.5 per cent, 
India's per capita income can only double. 
One can be both happy and sad at the 
prospect. 
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WtNDOW ON THE WORLD 




AGRICULTURE IN SOUTH EUROPE 

JOSSLEYN HENNESSY 


I 

AQRICULTUEI IN TRANSITION 

LONDON: 

AGRICULTURE in south Europe—Greece, Turkey, Yugoslavia, 
Spain and Portugal — is in transition. The OECD reports that 
new structures and a reorientation of production arc necessary, 
but that changes should not be allowed to create new problems of 
surpluses or misallocation of resources. To analyse current poli¬ 
cies, a study of agriculture in south Europe was undertaken by the 
Working Party on Agricultural Policies of the OECD Committee 
for Agriculture. What follows is a preview of the Working Party’s 
report which is to be published in the near future. 

Although the situation in each country is specified, some com¬ 
mon elemmts are distinguishable and are all the more interesting 
to analyse since the countries of south Europe arc at a level of 
development between the other OECD members and the count¬ 
ries of the so-called “Third World”. 

Of all the OECD members, the south Europeans record the 
highest figures for agriculture’s share of the economy. Agricul¬ 
ture’s percentage of GNP (including forestry and fisheries) is 
currently betvTten 18 per cent for Spain and 38 per cent for Turkey; 
it is true that the percentage is everywhere declining at varying 
rates. The agricultural growth rate has therefore been substantially 
lower than growth rates in the other sectors—which is incidentally 
one of the factors entering into any process of economic develop¬ 
ment. 

Rapid Expansion 

But the expansion of agricultural production has always been 
much higher in south Europe than in the more developed countries 
of OECD (where rapid agricultural growth is no longer necessary) : 
during 1955-65 the annual growth rate of the GAP was between 3 
and 4 per cent in all south European countries, except Portugal 
where it barely exceeded one per cent, although the results for the 
last two years indicate a certain acceleration in agricultural growth. 

Despite this fairly steady expansion, agricultural production 
has not always satisfied demand. Because of the level of de¬ 
velopment, the income elasticity of demand remains positive for the 
main food products (except wheat in most countries), especially 
livestock products (meat and dairy products). In the last sector 
serious tensions have arisen because supply has failed to adjust 
to demand. This has generally led to a rise in prices and to im¬ 
ports of livestock products and fodder, especially in Spain, Greece 
and Portugal. On the other hand, surpluses of wheat have appear¬ 
ed in some countries. 

surplus in agricultural trade is an important contribu¬ 
tion to balance of payments equilibrium in Greece, Turkey and 
Yugoslavia* Spain and Portugal, on the other^hand, are net 
importers of agricultural products. The structure of agricultural 


exports is tending to diversify. Since external demand for tradi* 
tfOnal export products (such as tobacco or raisins from Greece and 
T^kcy) is stationary, most countries concentrated on the expan¬ 
sion of products for which demand was increasing rapidly and 
for which they ciyoycd a relative advantage : fruit and vegetables 
are typical. In this field they have obtained good results, but cer¬ 
tain problems nevertheless arise for the future. 

The structure of Yugoslav exports is a special case since It is 
based mainly on beef, veal and pigmeat : although demand for 
these products is rapidly growing in Europe, Yugoslavia has also 
encountered difficulties in reemt years as a result of the coihraer- 
cial policies of the main importing countries. 

Technical end Economic Changes 

In the south European countries, technological development 
is under way in agriculture, affecting both infrastructure (irriga¬ 
tion, storage installations, processing plant and marketing equip¬ 
ment) and means of production (fertilisers, seed, mechanisation). 
Substantial improvements could thus be obtained in crop and 
livestock yields, although there is still ample rclbm for ftJrthcr im- 


1ABLE I 

SITUATION OF AGRICULTURE IN THE 
OVERALL ECONOMY 


Portugal 

Spain 

Yugo¬ 

slavia 

Greece 

Turkey 

Gross agricultural 
product (a) as a per¬ 
centage of GDP at 
current prices 

(1964/66) 

20.4 

18.6 

23.2(b) 

26.1 

38.0 

Active agricultural 
population (a) as a 
percentage of total 
civilian manpo\\er 
(1964/66) 

38.1 

30.5 

55 9 

52.6 

74.4 

Agricultural exports 
(c) as a percentage of 
total exports 
(1965/67) 

25.6 

48.1 

27.0 

71.5(d) 

80.4(d) 

Agricultural imports 
(c) as a percentage 
of total imports 
(1965/67) 

18.7 

20,6 

16.5 

14.9 

4.4 


i^Qies: (a) These data cover agriculture, forestry and fisheries. 
(h) 1964/65. (c) SICT, 0. 1. 4, 22 and 39. id) Including 
cotton and wool (SICT 262 and 263). 
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It takes 100,000 men to make 
an Escort tractor 

And the rest? 

They are part of a thouaand odd companies spread all 
over India that supply most of the components of ESCORT 
tractors (each has about 4.200 Individual partsi) So 
that's how many people outside Escorts contribute to its 
operations. And they are mostly small-scale menu* 
facturers. 

Escorts gives them technical, sometimes even financial, 
assistance. They In turn supply high quality components, 
made to International standards given them by Escorts. 

They become highly skilled specialists—even export their 
products back to countries that once exported to India. 

This is the kind of Interdependence that has helped 
Escorts nearly double Its tractor production every year. 
And this year, we celebrate the silver jubilee of this 
interdependence. 

We believe, this is the substance of real industrial 
development. 


Interdependence 
for 25 years, 
the Escorts concept 
for growth 


Only 5,000 

of them aie 
at Escorts 






<)ctobcr 10, 


EASTBlll^ fiCONOMIST 


697 


provemeiit. The most spectacular progress was made in irrigated 
crops and with new varieties (e.g. hybrid maize). 

In livestock, especially cattle raising, progress is slower : 
ilissemination of innovations is more difficult as breeding is often 
dispersed over a large number of small farms and, by the nature 
of the production cycle, the effects of technical progress (breed im¬ 
provement through crossing and artificial insemination, for 
instance) take longer to emerge. 

In order to increase technical efficiency, agriculture in south 
Europe has to overcome particularly difficult natural obstacles and 
climatic conditions which do not occur with equal intensity in other 
OECD countries. Drought and erosion in mountain districts are 
the worst. Large parts of Greece and Yugoslavia arc bare moun¬ 
tain areas; huge, arid plateaux occupy the centre of Spain and 
Turkey; in all countries the best agricultural regions arc in the 
coastal plain and along the lower courses of rivers (and in Yugo¬ 
slavia in the great plain of the Danube). In order to overcome these 
natural difficulties the south European countries have had to invest 
heavily in irrigation, reafforestation, lines of communication, cic. 

The productivity of agricultural labour has improved but re¬ 
mains far below that of other sectors. The increase in labour 
productivity has even been slower in agriculture than in the rest 
of the economy (except in Spain), whereas most of the more de¬ 
veloped OECD countries Gnd the opposite to be the case, possibly 
because transfers of manpower from agriculture to other sectors 
have been relatively slow (except in Spain) : in Greece and Turkey 
the active agricultural population has even increased (though at u 
slower rate iha-st the total active population); it is therefore not 
surprising that these two countries show the smallest increase in 
agricultural labour productivity. 

Manpower Problem 

This manpower problem is the basic economic distinction 
between the south European countries and the other OECD 
members ; not only does agriculture account for a higher pro¬ 
portion of the total active population, but transfer possibilities 
arc also limited by the capacity of the other economic sectors to 
absorb manpower. In the more dcvclo|>cd countries, on the other 
hand, transfers of manpower arc generally hampered more by the 
difficulties of agricultural workers in leaving their profession than 
by lack of demand from other sectors. In south Europe, the 
growth of employment in non-agricultural sectors has been insuffi¬ 
cient to absorb all the manpower that might have been released 
from agricuhure, which has accordingly served as an **under- 
employment shelter**; at the same time a large number of workers 
emigrated to other countries. 

The problem of farm structures is connected with the manpow er 
problem. That in all south European countries the majority of 
farms are (and are frequently highly) fragmented follows from the 
hl^ density of the agricultural population; although they are 
farmed intensively, these small farms are generally incapable of 
providing full-time employment and adequate incomes. 

In most countries (in particular Spain and Portugal) the pro¬ 
blem of structure is complicated because these small farms exist 
alongside large states, v^ich cover a large part of the agricultural 
area. The large estates are farmed extensively (mainly cereals) 


with a wage-earning labour force, and achieve only a small output 
per unit. 

In Yugoslavia the problem is the same, but the distinction^ is 
even clearer since, on the one hand, there arc largo farms in the 
socialised sector, under self-management by the workers, and with 
a high technical level, while, on the other hand, there arc small 
individual farms still privately ow'ned but never exceeding 10 
hectares of arable land. In order to prevent economic and techni¬ 
cal disparities from increasing between the two sectors, Yugoslavia 
has instituted “co-operation”, not as understood in the west, 
but a quasi-contractual collaboration established between farms in 
both sectors in extremely varied and more or less intensive forms 
(purchase and sale of produce, use of machinery, exchange of 
services, etc.). 

In countries where two catcgorie5 of farms with different struc¬ 
tures co-exist, the distinction often corresponds to regional diffe¬ 
rentiation : for instance large estates are concentrated in south 
Portugal, large socialised fanns in the plains of Yugoslavia, etc. 

II 

MEASUflES FOR QUIDING PRODUCTION 

The first problem that the south European countries must solve 
is how to achieve desired levels of production. The foreseeable 
trend of internal demand and external outlets calls for a radical 
adjustment of production. Traditionally based on crop farming, 
especially cereals, agriculture in these countries must be increasing¬ 
ly directed towards livestock production and towards certain 
spiccial branches for which it has real comparative advantages. 

This transition to live.stock fanning is simple in poultry farming, 
where new techniques can be applied easily and (he cereals pro- 

TABLE II 

TREND OF PRODUCTION AND MANPOWER 
1954/56 TO 1964/66 

Annual Growth Rates in % 
Yugo- 


Portugal 

Spain 

slavia 

Greece 

Turkey 

Gross agricultural 
product (a) .. -f 1.2 

-f 3 8 

+ 3 .6(b) +3.2 

+ 2 9 

Gross domestic pro¬ 
duct (at constant 
prices 1958) Civilian 5.8 

4 6 1 

+ 8.4(b) +7.1 

+ 4.7 

manpower 

-f- in agricultural (a) 2.2 

2.6 

- -0 .5 

+ 0.5 

+0.3 

+ in the overall 
economy - -0.3 

40.8 

40.9 

+ 1.1 

+ 0.7 

Gross product per 
active person (at 
constant prices (1958 

Civilian manpower: 

4- in agricultuie (a) 4-3.6 

46.5 

•f 4.2(b) 42.8 

+2.5 

4- in the overall eco¬ 
nomy .. 4“h l 

4-5.3 

-»-7.5 

-1-6.0 

+4.0 


JVofes : (a) These data cover agriculture, forestry, fisheries, 
(b) Trend up to 1964-65 
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<luced in the country can provide the feed. Most countries have 
already maniged to incrc;isc their poultry, Fome to a considerable 
extent (e.p. Spain). 

On the other hand, the development of cattle production raises 
more complex problems farm structures, feeding methods, 
breed improvement, etc. to which OECD is giving special atten¬ 
tion. Jn 1968, OECD organised a seminar at Dubrovnik dealing 
with the development t>r animal husbandry in Mediterranean 
coimlnes and is follow ing this up with a special study on the struc- 
tures hkcly to promote bcaf and veal production. 

All countries arc trying to diversify agricultural exports, con- 
c:ntratiiig nuinly on fruit and vegetables, the demand for which 
is lapidly increasing and these countries are in a favourable silua- 
t ion. However, m irkct equilibrium is prccai ious and overproduc- 
tion is alrcidy creating difficulties. Plans to expand production 
should therefore be cautious, continually reviewed in the light of 
rnirkcl prospects, and international consultations should be fre¬ 
quent. Moreover, the countries of south Europe arc in a special 
position since their foreign trade balance depends to a large extent 
on agricultural exports ; the more developed importing countries 
should rcrn?mbcr this when formulating their own agricultural 
and commercial policies, It is also necessary that the south 
European countries should seek progressive diversification of their 
exports m onicr to niiko their foreign trade less dependent on 
agricultiiial exports. Divcrsiticatimi obviouslv depends on pro¬ 
gress 111 industrialisation 

Among the various m:asiiies that might help to guide produc¬ 
tion, price policy has a imjor jole, but it has not always been wide¬ 
ly employed. Price ratios have somnim^s been ill-balanccd, fa¬ 
vouring wheat in particulai. However, several countries have 
already substantially modified price relationships between wheal 
and rt»dder grains or between the latter and livestock pioducts. 
Morct^ever. mirkei organisation needs to be unproved in livestock 
products which have not alw'ays received adequate attention. 
SnhsUlics tor nmnts o! ptotlitcfiofi (fertiliser, seed, machinery, 
etc ) which all the countries are at present practising, and which 
tlicv propi>-»; to develop, m ly also help to guide production and 
indue: fa 1 ni?rs to adopt new ni-lhods. 

Steps to Improve Productivity 

The im*iji)vcm:nt of pioduelivity is es>enlial for economic 
growth and to raise agricultural incomes. It is, however, diflicult 
to iinoroNC agricultural productivity in south Europe largely bc- 
c.iiisc of the structural underemployment of agricultural manpower. 
Moreover, raising productivity depends on the steady improvc- 
menf of the technical level : agriculture in these coinitries must 
mike rapid ‘'technologic 1 1 leaps" which implies an increase in 
capital intensity in agriculture; programmes of public financing 
and credit policy miy help, but in these countries available re¬ 
sources aic limited 

Measures to improve infrastructuie and production conditions 
are vital and generally take the form of government investment 
programmes. Irrigation, livestock expansion projects and, in 
c:rta»n countries, rcaflforeslaiion are priorities. As these large- 
scale works weigh on the limited budgets of these countries, which 
have to cope with numirous investment rcquireniints, outside aid 
is often needed, and projects need to be carefully selpclcd. It is 


essential that the advantages from irrigation should be economic 
as well as technical; steps should therefore be taken to ensure that 
irrigation helps to expand the production in relation to requirements 
(Spain and Greece do this by discouraging wheat-growing on irri¬ 
gated land, for instance) and is linked to extensive reforms of farm 
structure in order to create viable farms in the medium-tenm. 

The improvement of farm structures also depends to a large 
extent on govemmmt tin incial aid. Several countries have 
undertaken agrarian reform; Spain has launched settlement pro¬ 
grammes; consolidation work has been carried out in all countries 
and is compulsory in some. These measures are important and 
necessary but arc generally lengthy and costly, and their effects 
may soon bccomi inadequate if certain precautions are not taken 
(e.ff.. to modify systems of inheritance). 

It is ilicrcfore desirable that south Europe should also seek 
new and original solutions to the problem of structures. Group 
fanning, which is developing rapidly in Spain may help to solve 
the difficulties that result from modern production conditions. 
In som.Jc.tscs a structural improvement might result from reform¬ 
ing systems of tenure or inheritance 

III 

AGRICULTURE AND REGIONAL DEVELOPMENf , 

Regional development policies aim to harmonise the growth 
of the various regions and to reduce existing disparities, which 
are considerable. In somi cu.ses agriculture may play an essential 
role in the dcve|opm?nt of backward regions, (hough it cannot 
solve the problem by itself. In other eases agriculture can make 
only a m«nor contribution ; for example, in certain mountain or 
island regions, where development depends on other sectors 
(mining, energy, tourism); the creation of employment outside 
iigriciiltuic is then essential for growth and will also help to solve 
the problefn> facing agriculture in these regions. Integrated 
policies of regional dcvelopnienl should therefore be set up in 
order to deline the function of each sector in each region and to 
orientate invostm::iil and other forms of government aid. 

All countries of south Europe have medium-term economic 
plans (four or five years) to ensure that their growth is systematic 
and coherent. The preparation of a plan implies that its objectives 
should be compatible, that the economy should remain in 
balance, and that resources should be allocated between the 
difTcrcni sectors consistent with the objectives. 

In some countries such plans are still fragmentary, cither 
because statistics are inadequate to allow a comprehensive deve¬ 
lopment model on which the plan can be based, or because the 
plan docs not seek to cover the whole field of government action. 
One key problem is the role of the plan in the economic system; 
four of the countries studied have liberal-type economies but 
with fairly strong government intervention, while Yugoslavia is 
introducing a market economy inside a socialist system. It is 
therefore necessary to seek ways and means to reconcile the 
freedom of decision of the economic subjects with the need la 
achieve the targets of the plan. 

This problem is clear in agriculture, which comprises innuni^cr- 
ablc centres of decision-making on which the plan cannot have 
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any direct compulsory effect and wKich also has to cope with the 
constraints of Nature. Objectives concerning consumption, 
production and foreign trade in particular cannot bo coercive. 
On the other hand, the plan is binding on the public authorities, 
in particular on government investment programmes. 

Planning for the agriculture of these countries requires detailed 
amilysis: that is why the OECD Committee for Agriculture is to 
assemble exports from the various countries to study (a) methods 
of preparing and tixing the aims of the plans' agricultural seclion 
and (b) the means of achieving them. The various mciisurcs of 


agricultural policy taken by the countries must be co-ordinated 
with each other so as to cohere with the plan. By clearly defining 
the aims assigned to agriculture and the policies likely to achieve 
them, the countries of south Europe can steer agricultural 
development towards an optimum contribution to economic 
growth. 

Noie : Italy is not included in south Europe because even 
though its agricultuixs resembles that of the countries studied 
here, Italy has achieved a higher level of industrial develop¬ 
ment and its agricultural problems are those of the EEC. 


THE CZECHOSLOVAK ECONOMIC POLICY 

OTAKAR TUREK 


EARLY last year Czechoslovakia disfinctlyexprcsscd its intention 
of realizing a synthesis of socialism and democnicy. World 
interest in our country increased considerably. But observers 
frequently overlooked the fact that it is the shifts in the economic 
pattern that are in the background of the political changes. The 
economic reforms preceded and set the stage for the political 
reforms. 

1 often have the chance to discuss the problems of our economic 
policy with politicians and economists of various countries. Most 
of them readily accept and understand why we want to drop the 
directive system of management of the national economy, hut 
many find it dif^cult to understand why we had at all introduced 
this system at the beginning of the fifties. I am therefore giving 
a short history of the past twenty years, which may be bcncricial 
for a deeper understanding of the Czechoslovak economic 
policy. 

Somewhere around the year 1950, the government decided 
lo carry out deep structural changes in the shortest possible time. 
There were several reasons for their endeavour. The need had 
arisen for speedily increasing the volume of investments, building 
new factories, activating the une^ploitcd sources of growth and 
drawing into industrial development particularly the manpower 
rcsouice5 that bad so far been only slightly brought into play. 

Matsrlal Base 

The government also intended to create the material basis for 
helping in the industrialisation of friendly countries. During 
the Korean war the government had considered it necessary from 
strategic point of view to speedily build up its own base of an 
industrial potential and this need was increased by the fact that 
our traditional economic tics with the west had been severed as a 
result of political discrimination applied against the socialist 
countries. 

All these facts made Czechoslovakia choose an odd strategy 
to step up the share of heavy industry at top speed (foundries, 
engineering, coal mining, power generating) and build the material 
base for stepping up investments and thereby speed up the total 
growth. The management system of centralised directive was 
felt to be the most suitable instrument for applying this strategy. 
Its significant feature was the ability to ensure the speedy increase 
in the national income and, by centrally disposing of these funds. 


The author is a professor in the Economic Institute of the 
Czechoslovak Academy of Sciences. 


to carry om deep structural changes in an unusually short span 
of time. 

Today the view prevails that immediately with the exhaustion 
ol the sources of extensive growth of the Czechoslovak economy, 
when modern technology, innovations, and intensification of pro¬ 
duction processes were becoming the decisive factors, the basic 
features of the dirccti\e system of management immediately h>st 
their positive qualities and brought to the fore all the negative 
characteristics, such as the loss of ohieclivc market criteria in 
decision-making, insiiflicicnt incentives for improving the techno¬ 
logical and economic standards of j>roduclion, the trend to create 
disproportions between increasing demands and lagging supply 
etc. 

Oltharmony Between Inputi 

The productive machinery kept quantitatively increasing but 
there were already signs ol disharmony between inputs (manpower, 
material, energy, investments) and the results achieved. Czecho¬ 
slovakia's indices of industrial production had climbed in some 
cases to the standards of the most developed capitalist countries 

HaiUtn ^conomht 2.5 l^ea.t6 

OaOBER 13, 1944 

International combines are a strangely mixed fauna. Thus, uc 
have cartels, combines, concerns, consortiums, conventions, conferen¬ 
ces, trusts, syndicates, rings, associations, industrial agreements, and 
so forth. Although several of these terms arc practically synony¬ 
mous, it is still difficult to classify tlicsc types satisfactorily. A line 
may, however, be drawn between international cartels (including inter¬ 
national output agreements) and international concerns, trusts and 
holding companies (including national combines with international 
rainificatjons). The latter represent merely the expansion on an 
international scale of the integration movement in modern industry 
and finance and are technically not different from national combines, 
trusts, monopolies and quasi-monoplies, although the fact that 
they operate across political frontiers imparts a special slam lo their 
activities and gives rise lo special problems. But, nevertheless, it is 
international cartels properly so-called that constitute the specific 
international cartel problems. 
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by the end of the ’fifties. Its per capita production of steel in 
1960 for instance was approximately on a level with the USA. 
The increase in the living standard however did not reflect this 
progress. 

In 1963 ih<*rc was another wave of economic reform (the 
first attempts to change the niunagemeni of the economy date 
back to 1959), affecting deeply the whole system. In 1965 some 
elements of the new system of management wcic tested experi¬ 
mentally and in 1966, onwards some important changes in the 
system of management were introduced. 

txpcrience has shown that it was in the second half of the 
'fifties that the directive .system of management ought to have been 
thrown overboard as the political system having a strong centre 
had proved to be the main obstacle to further development. It 
was however in 1966 that more important steps towards its liqui¬ 
dation could be taken. Czechoslovakia had to pay a tremendous 
pi ICC for this delay. It meant the loss of the dynamics of its 
economic development and the loss of the position it had won 
in the past in competition with capitalist countries. 

Econpmic Reform Measures 

In 1968, particularly in the period up to August, a number of 
impoFtant measures of economic reform were carried out. The 
directive character of the national economic plan was abolished, 
flic financial obligations of individual factories are no longer 
derived as in the past from indices of the economic plan for each 
factory, but a uniform system of taxation has been introduced. 
Factories and enterprises have licgun to cover their investments 
out of their own resources or from credits. The role of subsidies 
in the state budget has also been reduced. Moreover, efforts 
are being made to closely Jink production with foreign trade. 
Fnterpriscs have won the right to decide how to use newly created 
values (after having paid their taxes and interests for possible 
ciedii.s), how much to spend on w'ages and how much on ibe 
needs of lacfories. 

Whatevci the impoi tancc of these and other reft rnis, it does 
not mean that the economic reform is a total success. Figura¬ 
tively speaking we could say that the economy has already left 
the shore of directive management hut has not yet arrived at the 
other side of the river bank. 

It is of vital imivorlance today to extend the reform, to further 
activate the market and speed up the internal transformation 
of the economic plan. These arc the main problems facing 
economic policy in the coming weeks and months. 

From this point of view we arc faced with the necessity of 
completing the transformation of factories from executors of the 
directives contained in (he plan to independent caterers to the 
market. In order to bring this about we consider it indispensable 
to create self-governing institutions in enterprises—the workers' 
councils - that must become the governing bodies of enterprises. 
The relations between the self governing bodies and the managing 
team must not be strained. The managers should be subordinated 
to the democratic contiol of the workers. 


the creators of values decide on their distribution’*. In this respect, 
too, the authority of the workers' councils arc laid down so us to 
leave enough scope for the role of the trade union organization. 
The trade union branch—within the framework of the centrally 
regulated wage development will then negotiate workers' wage 
demands w'ith the managements of enterprises. It is the pressure 
of the wage factor exerted by the trade unions on managements 
w hich accelerates the development of enterprise and forces manage¬ 
ments to innovate. Workers' councils should consider to what 
extent, produced values are distributed in accordance with 
agrccnacnts between workers' unions and management' whether 
the management creates suflicient prerequisites for an increase of 
earnings and whether the distribution is in accordance with the 
long-term development needs of enterprises. It is the long-term 
aim of our economic policy to achieve tfic free convertibility 
of Czechoslovak currency (with certain limitations). 

Socialist Markot 

Socialist countries will rcm.iin our main business partners 
in future as w'ell. Simultaneously, however, business possibilities 
with the west will have to be fostered. A small country such as 
Czechoslovakia must avail itself of the international divisjpn of 
labour in consonance with the interests of improvement Of its 
production, its technical and economic standard and structure. 
No rational market conditions can be created by a small country 
in isolation. In a number of branches it would be detrimental 
to allow competition between enterprises on >hc home market. 
Satisfactory market conditions can be achieved in these branches 
by competing with foreign producers. 

There is c.iual need for mutual co-operation. Many enterprises 
arc already considering establishing various forms of co-operation 
with enterprises in foreign countries, including western countries. 
Some of ihem have already gone ahead in (his direction. 


The Economist Intelligence Un it, 
London 

Q.E.R. Special No. 5. Out in Mid Octobe r 

The Growth and Spread of 
Multi-National Companies 

An important new phenomenon in the industrial 
world is the growth and spread of mutli-national corpo¬ 
ration, a phenomenon which has far-reaching impbea- 
tions for industry, the financial community and govern¬ 
ments throughout the world. It also raises manage¬ 
ment problems of a new and rapidly changing charac¬ 
ter for both the multi-national firms themselves and their 
smaller competitors. Q.E.R. «$pecial examine.s these 
implications and problems, and looks ahead at future 
trends and problem areas. 

The price of this report is sixty-five shillings. It 
can be ordered against Rupee payments for Rs. 63.35 
including airmail postage and at the special rate of Rs. 
54 -30 for existing Q.E.R. subscribers from ; J.A. Shah, 
Exclusive Representative in India, 67 Marine Drive, 
Bombay. 20. Telephone 291283. 


It ib of great importance to apply the democratic slogan: “Let 
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NOW that we have celebrated the Gandhi 
centenary year according to our lights* some 
of us may make a start with facing facts. The 
magic of Mahatma Gandhi was essentially the 
magic of his person. In his case, the man was 
the mission and the message. As the years 
have rolled by, the men and women who had 
felt the enchantment of his presence and his 
living voice are being slowly gathered into the 
shadows of the past. The emerging nation of 
the Indian people or people around the world 
must, inevitably, look back to Mahatma 
Gandhi as a figure in history. This is a reality 
which such of us as had loved the man or 
would cherish his memory must reconcile our¬ 
selves to. 

Viewed in this perspective, even Raj Ghat 
will become a ritual soon enough. This is 
assuming that it has not done so already. 
What may this mean to those of us who are of 
the generations through which the living 
Mahatma had moved his miracles to perform? 
It seems to me that these people, among whom 
I include myself, owe it equally to the Mahatma 
and to the post-Gandhian generations of 
India's youth jiot to take the name of Gandhi 
for un-Gandhian ends. This is the least we must 
do if some small fraction at least of the Maha¬ 
tma's moral bequest is to survive through the 
erosions and corruptions of the years since 
1947 and come down to the young men and 
women of today and tomorrow in India and 
across the world. 

The Prime Minister, m her infinite wisdom, 
has protested against the words of the Mahatma 
being caught and caged in mantras. To my 
mind, the greater sin would be for thc.^c words 
to be given meanings to suit the manoeuvres 
of the moment, although those words could 
not have borne, and, in fact, had not borne, 
those meanings on the lips of the Mahatma. 
It is' true that mantras could come to be re¬ 
peated until they lose all meaning. That 
would be bad enough, but it would be worse 
still were words to be manipulated to carry 
meanings which would do violence to their 
origins. Let us, then, Prime Minister or mere 
politicians, captains of industry or clerks in 
government offices, men of money and power 
or workers who labour for their subsistence, 
let all of us, whatever our station in life, make 
this our plighted word that we will not exploit 
the Mahatma, the man or his memory, by 
taking his name or appealing to his utterances 
in unworthy attempts to make the worse seem 
the better cause. If, in the wake of the cen¬ 
tenary of his birth, we, the high and the low 
in this land of ours, were to make this resolve 
and abide by it honestly, we may yet be able 
to let his pure spirit seep through the meannesses 
of the years in which little men had been 
putting up statues for the murdered Mahatma 
aqd flow down, without blot or blemish, 
to the children of some newer India which 


may one day rediscover Gandhi for itself and 
start wondering what kind of men or women 
were they who would betray him. 

« * 

Mr Morarji De.sai'.s lone ordeal at the 
Gujarat Vidya Peeth was all the more to be 
respected for his almost total cschcwal of pub¬ 
licity of any kind. It was, in essence, a per¬ 
sonal penance by u man of the Gandhian era. 
who has a firm conviction of the persona! res¬ 
ponsibility of the individual to his environment. 
If there is at all to be such fasting on such 
occasions, it must certainly be of this quality. 
It is, of course, true that Mr Desai's fasting 
has performed no visible miracle by immediately 
calling a demented city to calm or contrition; 
men of violence had to be put down by the 
violence of the stale. Nevertheless, in the 
days ahead, when the fires smouldering in the 
hearts of tormented men and women will have 
to be quenched through the ministrations of 
returning civilfsalion, it is the emphasis on 
men's personal responsibility to other men 
that could truly turn on the healing process. 

* « 

Althougli Khan Abdul Ghaffar Khan has 
come to this country for the Gandhi centenary, 
his visit is very much more than a ceremony. 
If Mahatma Gandhi had a soul brother, the 
Frontier Gandhi most certainly was he. I, 
indeed, have a mad feeling at this moment 
that the Mahatma himself has returned to sec 
what we have been making of the India of his 
dreams. It is not to be expected naturally that 
the great and good man from Kabul would or 
should grope into the murky politics in the 
India of today, but 1 do hope that, during 
the time he is with us. he will speak out without 
fear or favour on anything that he comes 
across which may offend his Gandhian sensibi¬ 
lities or sentiments. It w'ould certainly do us 
a lot of good to be able to see ourselves as 
Khan Abdul Ghaffar Khan secs us. 

« * 

It would be too optimistic to hope eithei 
that Mr Fakhruddin Ali Ahmed will lose his 
ministership or Mr Dinesh Singh his |>orifoh\i 
as a result of India and the Indian people 
having been made to lose face at Rabat by 
the “stupidity' ’—as Mr Jaya Prakash Narayan 
rightly put it—of the Government of India. 
For one thing, Parliament is not due to re¬ 
assemble for some time and, in the intervening 
weeks, the Prune Minister and her adminis¬ 
tration should certainly be able to )cxccutc 
competently the profitable strategy of burying 
the body in a pile of corpses. Mrs Gandhi 
and her colleagues in the government, in other 
words, may easily have provided the nalion 
with so many causes for complaint before the 
next ParUament ses.sion comes along that Rabat 
may well be forgotten, even if not forgiven. 

This is not to say that, even if Parliament 
were to meet tomorrow, Mrs Gandhi or her 


colleagues would consider it nccessaiy to 
appear before it in sack cloth and ashes. There 
i.s just not enough decency left in our present 
rulers to make them realise that there may be 
occasions when they owe an apology to the 
people in whose name they happen to govern 
the country. Burke, in his time, bewailed that 
the age of “sophisters, economists and calcula¬ 
tors has succeeded". Here, we have the 
sophisters ali right and the calculators perhaps, 
and, as for the economists, we have the bank 
nalionaliscrs instead. 

* ♦ 

Now that the appointment of Dr K. N. Raj 
as the Vice-Chancellor of Delhi University 
has been announced, 1 may perhaps comment 
on one aspect of the controversy which surroun¬ 
ded his selection. Objections were raised in 
certain quarters on the ground that Dr Raj had 
communist sympathies or affiliations. Of the 
rights and wrongs of this allegation I confess I 
am ignorant. But I do hold that. if some people 
happen to hold sincerely this view of Dr Raj's 
ideological beliefs or political associations, 
they were entitled to express concern over the 
prospects of his becoming the Vice-Chancellor 
of a university. It is true that the communist 
movement is not outlawed by our Constitution 
or by any enactment of Parliament. At the 
.same time, it cannot be gainsaid that our 
Constitution and our present political system 
have no meaning except in terms of the pre¬ 
servation and promotion of the democratic 
way of life as it is understood in non-communist 
societies. This being the case, it is perfectly 
legitimate for responsible citizens not to be 
enthusiastic about communists or those with 
communist sympathies being placed in positions 
of authority or influence in such sensitive areas 
as the defence services, public administration 
and the academic world. 

An attempt is being made to affix the label 
of McCarthyisin to those who express suspi¬ 
cions or apprehensions about communist infil¬ 
tration into positions of .strategic importance 
in government or public life. 1 submit that 
this is an abuse of the label. What wc must 
really be on guard against is not McCarthyism 
as ii is popularly understood, but against 
what may be described as “McCarthyism in 
reverse", which becomes operative when 
certain elements in our public life freely indulge 
in the employment of the term‘ reactionaries" 
to condemn those who cln>osc to oppose the 
tidal wave of demagogy which is sweeping 
over the land. The Prime Minister recently 
denounced what she regarded us tendencies 
towards McC'arthyisin. She would do well to 
remember her own words the next time she 
is tempted to proclaim that all those who 
oppose her practices, whether they be her 
critics in the Congress party or others, must 
necessarily be "reactionaries". 


V. B. 
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Trade 

ASSISTANCE BY BANKS 

AT her firs- meciing vviih the custodMn^i 
of the 14 nationalised banks, the Prime 
Minister. Mrs Indira Clandhi, disclosed 
that the goveinincnt is now working out an 
imuraocc scheme covering bank ciedit to 
retail trade, small business, farmers, Miiall 
industry and to self-cmnloyed persons. The 
scheme's main objective is to encourage 
the managers of the banks to lend to the 
small man. She broadly spelt out the govern¬ 
ment's ideas on which the nationalised 
banking system should operate for the good 
of the community. She assured the custo¬ 
dians that within the broad framework of 
the policy laid down by the government, 
they would have the necessary freedom to 
function as cfTkient and professional bank¬ 
ers. She announced that the go\einmcnt was 
examining the possibility of giving a ^haic 
of the work relating to the govc*mmeiit 
trcasuiy and accounts of public sector 
enterprises to the 14 nationalised hanks. 
She indicated that the government had no 
intention of amalgamating one nationa¬ 
lised bank with another or of upsetting the 
management of any bank which dcx:s ns 
best to achieve objectives. A suggestion 
was made at the meeting to create a new 
hank to control foicign branches of na- 
noiiHliscd hanks, which arc at picsent 56 
in numlKM Mr B.N Adaikar, Deputy 
Clovernor of the Reserve Bank, promised 
to examine the suggestion. 

S.B.I. LOANS 

Recognising the importance ol indusliia- 
Iisaiion of the rural areas the State Bank 
of India and its subsidiaricss have 
introduced a new' scheme designed to pro¬ 
vide credit facilnics to small units located 
in rural industries project areas. The State 
Bank group has already been assisting 
srnall-scalc units located in the 49 lural in¬ 
dustries projects throughout the country, 
administcicd by the stale governments. 
However, under the new scheme, the pro¬ 
cedure has tc-^n simplified and clean loans 
up to an amount of Rs 5,000 will 
be made available to each unit. Units 
which already enjoy goveinmcnl assistance 
will also be eligible for fmance for expansion 
or addition il working capital requirements 
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up to Rs 5,000 each. Active assistance 
fiom the project authorities has been arran¬ 
ged in the form of guidance to the prospec¬ 
tive borrowers in completing application 
forms (which have been simplified) their 
technical scrutiny and inspection of unit*-- 
granted accommodation by the bank. 

BANK OF INDIA LOANS 

Mr T.D. Kansara, Custodian, Bank of 
India, has announced that his bank had set 
apart one crorc rupees for loans to poor 
students for higher studies. The loans 
would carry a simple interest of 4 per cent 
and would be repayable over five to 10 
years after the student has completed his 
Studies and started a career, he added. The 
maximum loan payable to a student for 
studies in this country would be about Rs 
I0,0(X) while those going abroad could 
secure loans up to Rs 25,000. The bank 
would also help the students set up small- 
scale industries or professional establish¬ 
ments. 

INDIAN BANK LOANS 

Indian Bunk has announced a special 
scheme of financial assistance to artisans 
and technicians as a Iso several other mea¬ 
sures to make available loans to vegetable 
and fruit vendors and flower merchants 
and others who have not been benefiting 
from the banking system of the country so 
far. Announcing these proposals, MrG. 
Lakshminarayan, custodian of the bank, has 
slated the nationalised banks will now 
compete in “serving” the community at 
large. 

MODERNISATION OF TRACK 

Modernisation of railway track structure 
in this country has been proposed by the 
Wanchoo Committee which in Part 11 
of its icport has suggested measures for 
further minimising accidents. The track 
structure including the bridges—technically 
called the Permanent Way—must not only 
be able to carry adequately loads imposed 
upon it but should be such as can provide 
lasting service and aflbrd a high degree 
of reliability against track failures. 
The committee feels the Indian Railways 


have to be .strengthened to be able to cope 
with the present and future trends of hea¬ 
vier train loads and heavier rolling-stock 
running at increasingly higher speeds. 
To that end modcmi.sation of track would 
involve introduction of heavier and long 
welded rails, mechanised maintenance 
and inspection, strengthening of the 
substructure including ballast and provision 
of improved types of sleepers with better 
fastenings. 

LJ,C LOANS 

The Life Insurance (^rrporation has 
widened both the scope and the amount 
of loan permissible under its property mor¬ 
tgage scheme, it was announced recently. 
Loans of up to five lakh rupees against 
the present one lakh rupees for construc¬ 
tion of residential accommodation only — 
would now be granted under the property 
mortgage scheme or construction of resi¬ 
dential accommodation and construction^ 
of commercial office accommodation. 

COMPUTERS IN AIR-INDIA 

Air-India has introduced computerised 
flight planning for its trans-Atlantic fliglUs. 
The flight plans are prepaied at the com¬ 
puter centre of R. Dixon Speas Asso¬ 
ciates in New York. It takes anything up 
to four or five hours for a flight operations 
officer to work out tlie numerous details of 
a flight plan track, altitude, wind, s^secd, 
lime and total fuel. A computer can do all 
this in a matter of minutes. 

INDUSTRIAL COSTS 

The union cabinet has approved a 
recommendation by the Administrative 
Reforms Commission in its report on eco¬ 
nomic administration for setting up a 
machinciy to assess actual costs of indus¬ 
trial products. The cabinet endorsed the 
need for such a machinery, but it did not 
discus.s the details. The concerned minis¬ 
tries will discuss the subject. 

LINERS FOR SCINDIA 

An order for four cargo motor vessels 
of the fast liner type, with automation in 
various operations has been placed by the 
Scindia Steam Navigation Company Ltd, 
with Vcb Wamowwcrft Warnemunde, in 
the German Democratic Republic. Mrs 
Sumati Morarjee, executive director of 
the company, stated recently that the total 
number of ships so far ordered from the 
arc eight worth Rs 24 crorcs. They 
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are equipped with the latest navigational 
aids, and their acquisition will contribute 
appreciably to modernising the Scindiu 
fleet, she added. 

ROCK-PHOSPHATE DEPOSITS 

Inaugurating the sixteenth meeting of the 
Mineral Advisory Board, the Minister for 
Petroleum & Chemicals and Mines & Metals, 
Dr Triguna Sen, stated recently that for the 
first time large deposits of rock phosphates 
have been located and there arc bright 
prospects of our being able to achieve 
self-sufficiency in regard to this mineral 
almost all of which has so far been impor¬ 
ted. Also for the first time we have hopes 
of producing nickel in our country. Dr 
Sen said. 

IRON ORE EXPORTS 

The export of iron ore is expected to 
double by 1973-74. The present exports 
are about 15.6 million tonnes. This 
was stated here today by the Minister 
for Petroleum & Chemicals and Mines & 
Metals, Dr Triguna Sen, while inaugurating 
the Conference of State Ministers of Min¬ 
ing and Geology. Several iron ore pio- 
jeets in the public sector, like the expan¬ 
sion of Kiriburu, development of Mo. 5 
Biiiladila and Donamalia deposits, have 
been S’lnclioned recently. Dr. Sen added. 

PEARSON REPORT 

This country can do much better in the 
1970s than it has done in the sixties and 
a steady growth rate of 6 per cent in the 
gross national product (GNP) should be 
possible based on increases in farm pro¬ 
duction of 5 percent per year, according to 
an assessment by tlie Pearson Commission, 
presented as an annex to its report to the 
World Bank. The Commission, officially 
known as “Commission on International 
Development/’ under the chairmanship of 
the former Canadian Prime Minister, 
Mr Lester B. Pearson, has made a series 
of far-reaching recommendations for in¬ 
creasing flow of resources ij> the seventies 
from developed to developing countries 
and for improving trade prospects of deve¬ 
loping countries. The 400-page printed 
report carries regional and country-wise 
review of the developing world and 20 pages 
aic devoted to the review of this country. 
In outlining its Optimistic views on the 
future of our country the commission 
said^^this would require a solution of a 
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number of difficult problems, most pres¬ 
sing of which were the population prob¬ 
lem, financial bottle-reeks, particularly 
shortage of foreign exchange, and the 
problem of making growth affect the lives 
of the rural ami urban poor. 

INDO-SYRIAN TRADE 

Mr Bhagat, union Minister for Fore¬ 
ign Trade and Supply, is going to 
Syria to sign a long-term trade agreement 
with that country. This is the first such 
agreement to be concluded between the 
two countries. During his visit, Mr Bhagat 
will discuss with the Syrian government 
the possibilities of increasing trade between 
(he two counliics. Exports from this 
country (o Syria during 1967-68 and 
1968-69 were of the order of Rs 2.11 crorcs 
and Rs 1.15 crorcs. respectively. Imports 
from Syria during this period amounted 
to Rs 6 lakhs foi both the years. 

TRADE WITH RUMANIA 

At the Indo-Rum mian talks on ecoiK>mic 
co-operation, which licgan here on Octo¬ 
ber 4, seven groups were set up to examine 
in detail (he scope of collaboration lieiwecn 
the two countries. T he areas covered arc 
mining, chemicals, i-vctrokum, industrial 
machinery, joint veniurcs in third countries 
and other subjects 

A Rum ini a 11 delegation led by the 
Deputy Minister of Foreign Trade, Mi 
A. AIbcscu, is here for talks on prosi>ccts 
of the growth of tiadc in 1970 and colla¬ 
boration between the two countries in 
industiial fields. Indo-Rumanian trade 
ha.s grown in the jxist few years from 
Rs 7.6 crorcs in 1963 to Rs 10.4 crorcs 
m 1968. Promising possibilities have 
emerged during the current year and it is 
expected that, at the end of 1969, the total 
trade turnover would be considerably 
more than in 1968 which was the highest 
ever level achieved in the past. This 
country’s exports to Rumania have in¬ 
creased from R.s 3 8 crores in 1963 to 
Rs 5.9 crores in 1968 

TELEPRINTERS FOR KUWAIT 

Hindustan Teleprinters Ltd. Madias, 
has secured a Rs 17-lakh order for export 
of Arabic teleprinters to Kuwait. 

The company proposes to step up its 
exports, and according to its managing 
director, the Italian collaborators, Messis 
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Olivetti, have removed the geographical 
restrictions on the export of teleprinters. 
Hindustan Teleprinters has exceeded targets 
in several directions. During the last 
year the factory turned out 4,911 units 
against a target of 4,800. This year the 
output will go up by another 700 units of 
assembled machines and 1,000 units equi¬ 
valent of spares. 

IND0.U.A.R. TAXATION PACT 

The instruments of ratification relating 
to the convention between the governments 
of this country and the United Arab Re¬ 
public for the avoidance of double taxation 
on income were exchanged here on Sep¬ 
tember 30, 1969. This is the first agree 
mem of its kind this country has signed 
in recent years with another developing 
country. With the completion of (his 
formility, the convention signed in Feb- 
ruaiy, 1969, has come into force in both 
the couniries. In this country, the con¬ 
vention will be effective for the assessment 
year 1970-71 and later years but in regard 
to aircraft profits, it applies retrospectively 
to profits arising in 1961 and onwards. 
The convention provides that the country 
in which the income arises will be primarily 
entitled to tax that income while the 
couniiy of residence of the recipient of 
income will exempt such income from 
its tax, ahhoiigh it may take such income 
into account hu- the purpose of deter¬ 
mining (he rate at which lax is to be charged 
on the tax-payer's other income. 

S.D.R. POOL 

The Intel national Monclaiy Fund has 
voted to distribute •'^9.5 billion in “papci 
gold”, the woild's liist inicinational 
money backed by co-operation instead of 
gold. The Note was announced as the 
Fund drew towards the close of its joint 
meeting wiili the World Bank. The Gover¬ 
nor of the Bank of Zambia, MrJ. H. Zulu, 
announced that the nations which have 
agreed to lake pail in the first distribution 
of the new money had given at least the 
85 per cent vote requited to put the Fund's 
special drawing lights (SDRs) into effect. 

FLOATING MARK 

The West German govoinmem has made 
it clear that the oflicial exchange latc of 
the Deutschmark is unaltered and it is 
only in the currency markets that the maik 
has a floating value. 
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Company Affairs 


JAY ENGINEERING 

LALA Charal Kam. Chairman, Jay 
Engineering Works Ltd, Calcutta, pointed 
out at the annual general meeting recently 
that improvement observed in the j^erfor- 
mance of the company during the year 
ended March 31, 1969, has mainly been due 
to the operations of the fan factory at 
Calcutta and the unit at Hyderabad. He 
tiddcd that cost reduction measures initia¬ 
ted during the last few years have started 
yielding results. The company has now 
decided to set up a unit at Agra so that 
regional dispersal helps in reducing the 
cost of distribution and helps in stabilising 
the profits of the company by neutralising 
regional ‘horlfalls. 

La la Charat Ram pointed out that the 
affiliated unit of the company in Ceylon 
also revealed successful operations and 
the pos^ib'lilics of setting up manufactur¬ 
ing units in other foreign countries uas 
also being explored. The company has 
entered into an agreement with a firm in 
Sudan to manufacture fans in that country 
under the USHA brand name. Technical 
assistance will be offered by the company 
and It will have an option to participate 
financially at a later stage. 

The products of the company enjoy 
extensive export market and a substantial 
expenditure has to be incurred to maintain 
the image abroad, To meet the export 
market as well as the increasing demand 
in the domestic miiket the production 
plans drawn up call for nearly 50 per cent 
increase in production of the Calcutta units. 
The chairman hoped that this target would 
be achieved during the current year. He 
added that in spile of improved profits 
the dividend for the year has not been 
increased to a corresponding extent because 
of a conservative dividend policy which is 
considered necessary for the growth of 
the company. 

BHARAT HEAVY PLATE 

Iniiial production at the Bharat Heavy 
Plate and Vessels Ltd was inaugurated in 
July 1969 by Mr K. C. Pant, the union 
Minister of State for Steel and Heavy 


Engineering, and the unit has taken up 
production even before the completion 
of the entire factory. It has secured orders 
worth Rs 1,50 croros for the supply of 
equipment required by the steel, fertilizer, 
petroleum and petrochemical industries. 
This was stated by Mr S, N. Bilgrami at 
the annual general meeting of the company 
held recently. He added that the 
company has been keenly pursuing colla¬ 
boration proposals with reputed overseas 
companies for the manufacture of air and 
gas separation plants and high prcs.^'urc 
vessels. Such proposals have been ap¬ 
proved by the board of directors and passed 
on to the government for final approval. 

1 he company hopes to fill up a gap in the 
availability of equipment for the process 
industry. The chairman indicated that the 
customers of the company expect equipment 
to be delivered within a period of nine to 
15 months but the company was facing the 
problem of time because procurement of 
raw materials itself took nearly nine months 
or longer. Consequently, Mr Bilgrami 
indicated, the company would try to supply 
the equipment within the range and capacity 
of the factory. It did not however find 
it possible to guarantee the deliveries by a 
a particular time. The chairman hoped 
that the factory would be in a position to 
meet the major part of the requirement of 
pressure vessels and other process equip¬ 
ment for feitiliscis, petroleum and petro¬ 
chemical industries and such equipment 
account for nearly 60 per cent of the cost 
of these units. In this manner this unit 
IS likely to help in reducing foreign exchange 
outlay of these plants. The unit is also 
exploring the possibility of exporting its 
product? and with that end in view it is 
participating in an exhibition in Teheran 
organised jointly by the goverrmepis of 
this country and Iran. 

FERTILISERS AND CHEMICALS 

Mr Parakkat Achutha Mcnon, Chair¬ 
man, the Fertili.scrs and Chemicals, Tra- 
vancore Ltd, revealed at the annual general 
meeting held recently that the company 
made a net profit of over Rs 30 lakhs 
afier providing Rs 120 lakhs for deprecia¬ 
tion and ov^rRs 140 lakhs for interest pay¬ 


ments. This was possible following an 
improvement in production achieved in 
the Udyogamandal division of the company. 
The fourth stage of expansion programme 
of this division is likely to be completed 
by the end of this year and the Cochin 
fertiliser project is likely to be commis¬ 
sioned by the middle of 1970, The second 
phase of the Cochin project is now being 
considered by the government and the 
proposal involves the establishment of a 
capacity of more than 137,000 tonnes of 
PiO, by the electro-tberiT>al route. 

The chairman indicated that after the 
completion of the Cochin project and the 
fourth stage expansion • programme of 
Udyogamandal the company will have a 
capacity of 240,000 tonnes of nitrogen and 
45,000 tonnes of P,Ot and when the second 
phase of Cochin is also completed (he 
phosporic acid capacity will go up to over 
180,000 tonnes of PtO*. Mr Mcnon 
pointed out that FACT Engineering and 
Designing Organisation (FEDO) secured ap 
order for 300-tonne sulphuric acid plant* 
from the Travancore Titanium Products. 
It also has undertaken the construction of 
the plants for the Periyar Chemicals of 
Cochin at Edayar. FACT" Engineering 
Works has also undertaken fabrication 
and erection work at Barauni and some 
other places. 

HINDUSTAN PHOTO FILMS 

The year ended March 1969 narked 
the culmination of erection and commis¬ 
sioning of the photo films plant, so that its 
production operations arc now completely 
in the hands of Indians, stated Mr H. C. 
Kothari, Chairman, Hindustan Photo 
Films Manufacturing Company Ltd, Oota- 
camund,at the annual general meeting held 
recently. The technicians of the unit 
have proved their competence by producing 
goods comparable in quality with the best 
in the world. Mr Kothari indicated that 
during the year under review the unit 
produced 1.2 million sq. m. of film. The 
company hopes to achieve full rated capa¬ 
city in the next few years as gestation period 
in this type of complicated chemical industry 
is considerably long. The unit is able to 
manufacture sufficient cine positive film, 
so that the country's movie industry does 
not have to import it. The output of 
medical X-ray has also stabilised and 
production t# being increased rapidly. 
The factory is also producing bromide 
paper. During the year 1969-70, Mr 
Kothari pointed out that cine film sound, 
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roll film, 35 mm negative film, portrait 
film and document paper are being taken 
up for manufacture and during the current 
year an output of around 3.5 million sq. ni. 
is expectedy to be reached. Mr Kothari 
indicated that the output of X-ray film is 
nearly 50,000 sq. m. every month, which 
meets nearly 50 per cent of the country’s 
demand. This should be considered a 
fair success. The company proposes to 
manufacture colour film during the period 
of the fourth five-year Plan and feasibility 
reports are being prepared after contacting 
potential foreign collaborators. Mr Kothari 
is of the opinion that in the light of expand¬ 
ing field of performance of this unit, it 
would not be in the national interest 
to create another such unit, because such 
sophisticated items require considerable 
research and overheads, 

POYSHA INDUSTRIAL 

Mr M. R. Ruia, Chairman, Po>sha 
Industrial Co. Ltd. indicated that the sales 
during the year 1968-69, increased to 
Rs 4.25 crores, as against Rs 3.19 crorcs 
a year before, thereby showing an increase 
of 33 per cent in one year. He indicated 
that taking into account the performance 
of its subsidiary, Kaira Ciin Company, 
the turnover exceeded Rs 5.32 crores and 
it is expected to be beyond Rs 7 crores 
during the current year. Mr Ruia indica¬ 
ted that storage capacity of tinplate go- 
downs in the Thana factory has been 
increased. A printing line has been 
transferred to Ghaziabad factory, which is 
approaching self-siifficicncy by serving its 
north Indian clients. 

Mr Ruia indicated that tin being a 
costly commodity, its elimination or substi¬ 
tution is being considered all over the world 
for the manufacture of metal containers. 
The introduction of tin-free steel is, 
therefore, being considered to bring the 
costs of canning lower than that at present. 
The company has approached the govern¬ 
ment to arrange for siifticient production 
of blackplatc. 

The company is paying sufllcient atten¬ 
tion to exports and recently it has been 
approached by foreign consumers for 
large quantities of printed sheets and 
containers and the company hopes that a 
large and steady export business will soon 
develop. Tlic chairman added that to 
enter the field of exports earnestly it would 
be necessary to maintain close and regular 
contact with manufacturers of inter¬ 
national repute, so as to remain constantly 


in touch with the changing techniques in 
this industry. 

HINDUSTAN MOTORS 

The directors of Hindustan Motors pro¬ 
posed a lower dividend of 10 per cent, for 
the year ended March 31, 1969, against 
12.5 per cent in the previous year. 
The decision of the lower dividend 
has been accompanied by the board’s 
decision to issue bonus shares in the pro¬ 
portion of one new bonus share for every 
five held, subject to approval of the Control¬ 
ler of Capital Issues. The preliminary 
working result showed that after providing 
for depreciation and deducting Rs 7.39 
lakhs paid as interim dividend on preference 
shares earlier, the company has earned a 
net profit of Rs 1.37 crores during the year 
under review against Rs 2.74 crores in 
the previous year. Of this, Rs 1.22 crorcs 
has been transferred to dividend reserve 
and Rs 15.25 lakhs has been carried 
for ward. 

CENTURY 

The directors of Ccnluiy Spinning 
and Manufacturing Co. Ltd have proposed 
to maintain the interim dividend at Rs 15 
per share for 1969. The company paid a 
total dividend of Rs 40 per share for 1968, 
including an interim dividend of Rs IS 
per .share. Share market circles have 
been expecting a bonus i.ssue from the 
company. No decision in ihi.*" respect was 
announced on Tuesday. The share« have 
been a firm feature for the past few 
days, the quetatior rising to Rs 730 on 
Tuc.sday before finishing at Rs 738. 

MYSORE PAPER 

The working of the Mysore Paper Mills 
Ltd during the year ended March 1969, 
has resulted in a higher gross profit of 
of Rs 44.71 lakhs compared with Rs 17.31 
lakhs in the previous year. Production 
has beep higher at 21,284 tonnes against 
the rated capacity of 18,000 tOT»nes. Sale? 
have risen to Rs 348.63 lakhs from Rs 
Rs 283.98 lakhs. The directors have 
provided Rs 37.54 lakhs for depreciation 
for the year ended March 31, 1967. A 
«ium of Rs 3.37 lakhs has been transferred 
to tax credit ceitificate reserve and Rs 3,44 
lakhs to development rebate reserve. 
Arrears of depreciation amount to 74,69 
lakhs. The directors hope that the com* 
pany’s earnings in the current year will 
be higher which will enable it to provide 


subiitantiaUy for orrMn of depio^'l!o&. 
Arrears of development rebate to be pro* 
vided amount to Rs 21.47 lakhs. N6 
dividend has been declared. The market 
conditions are favourable and there has 
been good demand for the company’s 
papers. 

TELCO 

The Tata Engineering and Locomotive 
Company Ltd will enter the capital market 
with the issue of 50,000 (7f per cent) 
debentures (1976-81) of Rs 1,000 each 
for five crore rupees at par for cash. The 
subscription list will open on October 10 
and will close on October 22, or earlier 
at the discretion of the directors, but not 
before October 14. The entire issue has 
been underwrillcn, Fhe company is deve¬ 
loping facilities for the manufacture of 
special purpose machine tools, in colla¬ 
boration with Messrs. Rhcinstahl Henschcl 
A.G., West Germany. It is also propojfcd 
to take up the manufacture of a new direct 
i ejection engine and synchromesh gear 
box for its vehicles. 

IISCO 

The Chairman of Indian Iron and Steel 
Co. Ltd, Sir Biren Mookerjee, declared 
recently that Mr Gobindia Dey and Mr 
Rajcn Poddar had been defeated by a 
large majority at the election of directors 
held at the meeting of the company on 
September 23. He also told Jharcholdcrs 
that Mr Sachindra Chaudhuri continued to 
be a director of the company under Sec¬ 
tion 256 of the Companies Act, 1966, 
He also announced that the resolution, 
appointing G. Basu and Co. and Singhi 
and Co., as auditors was defeated by 
11.9 million votes to 7.92 million. It 
was revealed that out of 2,639 proxies 
representing 23.3 million shares, 364 
proxies representing 1.72 million shares 
were declared invalid. The trustees for 
Dalhousie Holdings Ltd, with a share 
holding of 3.36 million, voted cn bloc 
against all the resolutions. Sir Biren said 
that Mr Bhaskar Mitter and Mr Rabindar 
Nath Law had given notice that they did 
not wish to continue as directors. Pricet 
and Lovelock Lewis had also signified 
their intention not^to continue as auditors. 

A company spokesman said that the board 
of directors now had the right under the 
law, as also the articles of asspeiatitm, to 
fill the vacajocies caused by the retirement 
of Mr Mitter and Mr Law which were not 
filled at the annual general meeting. 
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THE INDIA CEHENTS UNITED 

P. Suryanarayana Reviews Activities 

Addressing the Twentytfafard Annanl General Meeting of the Company held at Madras 
on 29th September 19d9, Mr. P. Suryanarayana said. 


FricmH : 

On behalf of the Board of Directors and on my own behalf, 
1 extend to all of you a cordial welcome to the 23rd Annual 
General meeting of your Company. 

Before proceeding to the business of the day, it is my duty to 
record our feeling of sorrow at the passing away of two stalwarts 
in the life of the nation, President Zakir Husain and Chief Ministci 
Thim Annadurai. The late President embodied in himself the 
values of culture and tolerance and the spirit of country above alt 
else. Thiru Annadurai's nams was a house-hold word in the 
South. He was a great leader and was respected by the classes 
and the masses alike. The country is the poorer for the loss of 
such eminent men. It is, however, the good fortune of Tamil- 
nadu that Shri Annadurai has been succeeded by Thiru Karunani- 
dhi whose dynamism and concern for the economic devclopmeni 
of the State have already created confidence amongst the public 
and business community. 

The year under review may be said to have been fairly satis¬ 
factory, considering the difficult operating conditions which 
prevailed during the period. Sales and despatches were slightly 
higher than in the previous year. However, the net profit is lowei 
being Rs, 72,73,177 as against the previous year's figure Rs 
1,09,49,098. The reduction in profit has been due exclusively to 
unavoidable and steadily escalating increases in the cost of produc¬ 
tion of cement brought out by Governmental policy and action 
Thus, practically all the ingredients that goto make up the total 
ox-factory price of cement have gone up in cost, such as the 
pitshead price of coal, railway freight, electricity tariff, dearness 
allowance, customs and excise duty, wages following the implemen¬ 
tation of the Second Wage Board of the Cement Industry, royalty 
on the limestone and the like. The aggregate increase that has 
taken place during the last three years, as a result of aforesaid 
factors, works out to more than Rs. (6 per tonne. In spite of 
repeated representation.^ from the Industry for a suitable increase 
in the ex-factory retention price, the Government gave no relief 
for a long time. The Government finally came forward with the 
announcement of an uniform retention price of Rs. 100 per tonne 
effective from the 15th April 1969. This revision amounts to only 
Rs, 4.80 per tonne on an average and in the case of your Company 
only to Rs. 5.50 per tonne as against an actual increase of Rs 
16.76 per tonne. 

You will, therefore, appreciate that the fall in profits is duo to 
causes beyond the control of the Industry. Further, your Com¬ 
pany's estimates for the generation of internal funds for financing 
the expansion scheme has been thrown out of gear. This situation 
has arisen on top of the increased costs that have already been 
forced on us, as a mult the general ipfiationary trend and the 


devaluation of the Rupee. In the final analysis, as against the 
Company’s original estimate that the first phase of the one million 
tonnes expansion scheme (involving the setting of 3 kilns each with 
an annual capacity of 2 lakhs tonnes, and acquisition and ex¬ 
pansion of the Foundry Unit) would entail u cost of Rs. 1,015 
lakhs, the current indications arc that the first phase would cost 
the company Rs. 1,145 lakhs. 

Further strains have been imposed on the finances of the 
Company by the delay in the delivery of the coal mill for the second 
unit at your Sankaridrug factory after the withdrawal of oil sub¬ 
sidy. Delays have also occurred in the delivery of the essential 
coal and cement mills for the new kiln at Sankamagar, which was 
commissioned during March 1969. In the absence of the necessary 
coal mills the factory has been constrained to use furnace oil in¬ 
volving a higher production cost. The delay in the delivery of the 
cement mill has led to the under-utilisation of the additional capa¬ 
city. It is no doubt true that the delay in the despatch of these 
items of machinery has been due to the difficulty in casting heavy 
machinery parts in India and to the uncertain condition in West 
Bengal (in which State much of the machinery is fabricated), but 
the over-all effect is to reduce the internal resources of your com¬ 
pany by nearly Rs. 1 crore, thus forcing the Company to put off 
the installation of second and third plants with a view to staggering 
the capital expenditure in accordance with the anticipated volume 
of internal generation of funds. As against the original schedule 
of commissioning the second and third plants in September/Octo¬ 
ber 1969 and March, 1970 respectively, it is now expected that the 
second plant will go into production early in 1970 and the third 
plant will be commissioned at a date after September 1970. 

I now turn to another important development in the fortunes 
of the Cement Industiy tis a whole and of the units situated in the 
southern part of the country in particular. The Government of 
India announced a policy decision on the 14th April 1969 to the 
effect that the control over price and distribution of cement which 
has been in existence for over a decade, will be lifted with effect 
from 1-1-1970 This will m^n the abandonment of the all-India 
equalised consumer price sustained so far by freight pooling. The 
iinnoimccment of the Government of India of the 14tb April 1969 
IS not in the interests, cither of the areas in which cement production 
IS pre<*ent]y in surplus or of thossc regions where pockets of scarcity 
will continue to exist. The abandonment of freight pooling will 
render it uneconomical for cement units in the southern region to 
dispose of their surpluses in the northern and North Hastem regions 
of the country because of the high cost of transport. Those re¬ 
gions, I am afraid, arc in for a period of shortages and 
high prices. 

The Government’s decision is obviously based on the assump¬ 
tion that there is enough cement to go round and that therefore 
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the raison d*ctre for coatrols had disappcattd. This is oot a 
correct assessment of the situation. The apparent surpluses of the 
day arc due to the aftermath of the industrial recessiofi and poor 
harvest and constitute an economic set-back in the country. With 
the revival on both these sectors, the more permanent economic 
factors are certain to assert themselves. Government’s own esti¬ 
mate of demand for the immediate IfUture upto 1971 shows that 
shortages are likely to occur. The following Hgures arc relevant 
in this connection :— 



(in lakhs of tonnes) 


1969 

1970 

1971 

Rated capacity 

151.8 

173.8 

187.8 

Availability 

134.2 

147.6 

163.4 

Demand 

143 

156.7 

171.8 


There is therefore no question of a surplus at the present time. 
What has oocurred is only a shortfall in demand due to factors 
which are temporary and are already disappearing. 

The rate of augmentation of capacity in the relatively .scarce 
regions in the north and the north east will continue to be lower 
than the rate of augmentation of capacity in regions more bounte¬ 
ously endowed with the principal raw material (limestone) of the 
requisite quality. U should be appreciated that it takes at least 
three years from the date of commencement of construction for a 
cement unit to go into commercial production. There is no indi¬ 
cation of new capacity being created in the relatively scarce 
pockets of the country which can be expected to go on stream from 
1-1-1970, the date notified by Government of India for terminating 
the arrangement for freight pooling. It will be futile to hope that 
by the beginning of next year, consumption equilibrium will 
obtain at regional and all-India levels. The premature termina¬ 
tion of freight-ixwling before adequate capacity comes into exis¬ 
tence in areas of relative scarcity is, to say the least, inexpedient. 

Several producers, including ourselves, have made represen¬ 
tations to the Government of India and to the concerned State 
Governments that there should be re-thinking on the subject of the 
abolition of the freight piH>l. Certain State Governments, a few 
members of Parliament and some Chambers of Coipmercc have 
since voiced views similar to our own. The Government of India 
and the Cement industry have a common interest in the matter. 
I'hey cannot allow local scarcity to develop in the north and the 
north east and create unwholesome surpluses in the South, when 
the existing and the planned production in the country as a whole 
ir, adequate to meet the demands of the nation. It seems incong¬ 
ruous that Government foster the e.xpansion of the Industry in the 
areas most suited for its development and then introduce a policy 
which will stifie the market for such expanded production. There 
is still time for the Government to reconsider their decision. It 
is to be hoped that som: arrangement will be brought into efiect 
by the end of the year by which the all-India freight pool, w^hich 
h'is enabled the producers to give an even supply throughout ihe 
country, and the consumei-s to reap the benefit of a uniform price 
in every part of the country, will be continued by or under the 
general supervision of the Government. 

As regards exports, 1 am glad to inform you that your Company 
has exported 84,370 tonnes of cement and 14,980 tonnes of clinker. 
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euniiif in the process more than Ra. W 

exchange. These exports have been rendmd ppssibie amongst 
othin things on account of the cash at^anoe to the extent of Rs. 
17.50 per tmme firom the Cement Regulation Account and a sub¬ 
sidy upto 25% of F.O.B. realisation from the Market Develop¬ 
ment Fund.granted by the Government of India. 

The Government have notified that this assistance will be avail¬ 
able in respect of all contracts entered into on or bcfoie ISth 
December 1969. Nevertheless, the position tn respect of contracts 
to be entered into after 15-12-1969 is not yet clarified and, we are 
apprehensive of the inevitable repercussion of the teimioation 
of the freight pool on the continuance of this form of export 
assistance beyond 15-12-1969. 

Your Company has exported substantial quantities during the 
year. There is no doubt that considerable scope exists for in¬ 
creasing the quanitities exportable from th^ Southern units. 
Exports, however, are tied up with timely, inexpensive, and cheap 
ocean transport. This is a serious bottleneck. Let me assure you 
that the Management of your Company are seriously considering 
the various aspects of this problem, including the purchase of 
medium-sized craft which can be used for more purposes than one, 
and that they hope by these means to create a steadier and larger 
export market for cement. It is hardly necessary to add that since 
foreign prices arc not under our control and we have to enter into 
competition with other highly developed countries, the two su6^ 
sidics mentioned above will have to continue not perhaps in their 
prc.sent form, but by reference to each individual country to which 
cement is exported. 

What is required here is not a dull uniform policy of subsidy 
but intelligent adjustment of the difTerences so as to sustain the 
exports and build up sound foreign markets. 

The future of the cement Industry has to be envisaged in the 
background of the general economic prospects of the country 
during the next few years. It is by now generally accepted that 
there has taken place u welcome revival in both agriculture and 
industry. In agriculture, the targets of production have exceeded 
the 100 million tonne mark. What is popularly known as the 
“Green Revolution” has been achieved mainly through the intro¬ 
duction of improved varieties of wheat, rice and other grains, and 
increasing dosages of fertilizers. It is needless to add that good 
seasonal conditions have greatly contributed to good harvests. 
But it does not appear to have been sufficiently realised in the right 
quarters (or if realised action taken in support of it) that there can 
be no successful intensive agriculture in the tropics without pro¬ 
tected water supply. Almost eight per cent of the country’s agri¬ 
culture continues to be rainfed and the vagaries of the monsoon 
which have occurred in the past will occur in the future also. The 
annual target of agricultural production has become like a game of 
'^snakes and ladders” at which children play. Instead of a steady 
rise from year to year, there takes place a periodica] slipping back¬ 
wards from which again fresh starts arc made! This is due to un¬ 
timely, inadequate or excess of water and imless water supply is 
expanded and regulated, it will be idle to uHk of a “Green Revolu¬ 
tion”. This year, for instance, we have witnessed the spectacle 
of floods in the north and drought in the south of the country. 

It is the negation of planning ability to suggest that the suh>luses 
made available by nature cannot be dlveiled to the deficit akeas, 
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and Dntil this is achieve JhidlM affrloultuj^ lyill lamain pre- 
<»ridus. 

I have stressed on this aspect of agriculture because long ex¬ 
perience, has convinced us that there can be no industrial develop¬ 
ment in India without simultaneous agricultural prosperity. The 
farmer not only supplies the raw materials required for Industry, 
but he is also the largest single consuming sector in the economy. 
A whole series of problems arise on the industrial labour front 
when food and food products are not available in adequate quanti¬ 
ties. This link between agriculture and industry in India cannot 
be emphasised too often or too much. 

The revival in industrial production is a welcome feature of 
Indian economy. It started during 1968 and the general index 
of industrial production for the period July 1968 to March 1969 
showed an increase of 6.8 per cent over the corresponding period 
of the previous year. This has been largely due to an improved 
supply of raw material and a revival in demand for consumer goods. 
The various steps taken by the Government to stimulate industrial 
production and exports, such as the extension of the period of the 
tax holiday for new industries and the inclusion of cotton and 
jute industries as priority industries have played their part in 
sustaining this revival. However, a major sector in industry, 
namely, engineering continues to lag behind and it is to be hoped 
that it will soon catch up. 

The genpral conclusion that one is forced to arrive in respect 
of both agriculture and industry, is that while the revival is to be 
welcomed, more comprehensive planning is required in both the 
sectors before lasting benefits can be achieved. One may be 
thankful but not complacent. 

In assessing the future demand for cement, apart from the 
general economic factors, it is necessary to pay greater attention 
to the various aspects of the potential markets that exist for it in 
the innumerable villages of India. We have been so used to a 
sellers market based on gigantic plans for irrigation and industrial 
units, that the idea of selling cement to millions of customers in 
small quantities for multifarious uses has not been adequately 
appreciated. We have now come to a stage when the spurt 
in urban building is slowing down and many of the huge irrigation 
projects have also been constructed. But this is not to say that 
cement as a product has been fully utilised by the country. In¬ 
deed the almost limitless market that lie^ in our villages for cement 
has not been explored. A beginning has been made in the matter 
of roads. But here also attention has been given to the major 
roads of a national character. The fact that concrete roads arc the 
order of the day m the civilised world and that their enduring 
capacity reduces the cost of maintenance and renewal have not been 
properly understood. The result is that much money is being 
wasted year after year in bringing into minimum working condition 
the feeder roads to and from the villages which form, as it were, the 
life line of agricultural prosperity. Undoubtedly a rethinking is 
ne<^ssary on this subject. Further, while mu:h is being said about 
rural transport and communications, water supply, sanitation, 
schooh and the like, one hears very little about the need for a 
radical c^ange in rural housing conditions. It is well known that 
housing in Imiia is atK>ut the worst in the world. It is 
lj^ii;P|Uous a viliager should travel, by a luxury bus on a 
hf^-way, use traaors and pnmps, enjoy communal 


radio and individual transistors and then live in a hut which dpha 
not satisfy the minimum requirements for decent human living. 
This is a big lacuna in our plans for village developm^t. Your 
Company has demonstrated by the construction of a model house 
thdt a cheap but modem house can be constructed for a very Hew 
thousand rupees by using bricks made of soil cement. 1 am glad 
to say that the Government of Tamil Nadu are taking a keen 
interest in this project. This will help to brighten the villages and 
lift the living conditions of the villager from its low level, and bring 
it more in accord with other amenities and improvements of life 
and work with which he has become familiar. 

I may, therefore, be pardoned for concluding that notwithstand¬ 
ing the difficulties and impediments that confront us, an average 
assessment of the economic position gives 6ne contingent** 
hope, contingent that is on intelligent national policy, and planning 
for agriculture and industry, that the scope for the consumption of 
cement in India is considerable and has yet to be exploited in a 
large measure. 

The relations with labour at the factories and the staff at the 
Head Office continue to be cordial as usual. On behalf of the 
Management and on behalf of all of you I take this opportunity 
to accord our thanks to all the employees of the Company for their 
unstinted cooperation and hard work during the year. The 
Company looks forward to their continued services and coopera¬ 
tion in the coming years. 

I thank you all for giving me a patient licaring. 

JAl HIND 

Note : This does not purport to be a Record of the proceedli^ 
of the Annual General Meeting. 
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Speech delivered by Mr. S. NARAYANASWAMY, Chairman* Board of Directors* at the Ninth 
Annual General Meeting of the Company on 26th September* 1969. 


Gentlemen : 

I have great pleasure in extending to you all a hearty welcome 
to the Ninth Annual General Meeting of the Company. 

The Directors' Repiort and the audited accounts of the company 
for the year ended 3ist Maxell, 1969 have been in your hands for 
some time and, with your permission, I will take them as read. 
The main features on the working of the company have been ex¬ 
plained in the report already circulated to you. I am sure you 
will agree with me that it makes pleasant reading. For the first 
time in the history of the company, it has been possible for the 
the company to cam a profit amounting to Rs. 18.92 lakhs after 
providing for depreciation for the year amounting to Rs. 39.4 
lakhs. This has been achieved despite increases in cost of coal 
and other materials besides substantial increase in the salaries and 
wages paid to labour and staff on account of the revision in the 
dearness allowance payable to them in terms of the agreement en¬ 
tered into in September 1968. Provision has also been made for 
payment of bonus to eligible employees under the Payment of 
Bonus Act. 

The welcome change in tlic fortunes of the company has in 
great measure been due to the lifting of price control on paper 
by the Government in May 1968. This company, along with 
others In the industry, effected a modest increase in the price of 
paper in May 1968. This increase did not restore the profitability 
to the pre-control levels. As has been made clear on earlier occa¬ 
sions, the cost of production of paper incieased by over Rs. 400/- 
per tonne duo to factors beyond the control of the industry. In 
fact, many of these increases are attributable to Governmental 
actions. Coupled with the increase in the capital cost of paper 
mill machinciy, involving larger interest and depreciation charges, 
the minimum increase in the price of paper should be of the order 
of Rs. 600/- per tonne. In fact, it has been made clear in the me¬ 
morandum submitted by the Development Council of the Paper 
Industry of the Government of India in September 1967, that if the 
paper industry were to expand if only to meet the steadily in- 
crca.sing demand for paper in the country, the price increase would 
have to be even still higher. Despite the view expre.sscd in this 
memorandum, the paper industry agreed to a modest increase in 
the price of about Rs. 250/- per tonne in May 1968, since they 
were anxious to see that consumption was not inhibited. A 
further increase in price of Rs. 150/- per tonne was announced in 
April 1969, bringing the tola! increase to about Rs. 400/- per tonne 
on the Ordinary varieties of printing and writing paper. This is 
considerably below' what it would have been, if the prices had been 
determined purely on economic grounds. 

The high cost of power in Tamil Nadu compared with the 
neighbouring States like Mysore, Andhra Pradesh and Orissa has 
handicapped the paper industry, as it did the other industries in 
the State, in selling their products in a competitive market. This 
end price charged is escalated by the imposition of an exorbitant 


electricity duty of 35% on both purchased and sell-generated power 
besides a surcharge of 30%. It will be recalled that the surcharge 
was imposed and electricity duty was increased to the present fig¬ 
ures in November 1965, when there was a power famine in the 
State, caused by low levels in the Hydcl Reservoirs, following a 
total failure of the Monsoons. This necessitated purchase 
of power from Mysore at a high rate. Cost of generation within 
the State was also high, as a result of low energy production, 
increase in the electricity duty and the imposifion of an additional 
surcharge had to be resorted to due to circumstances then prevai¬ 
ling. However, there was little provocation for the Slate Elec¬ 
tricity Board continuing the high tariff long after purchase from 
Myscjre had ceased. As a result of the high energy tariff, the pro¬ 
fitability of the industries in the State was sorely affected, in com¬ 
parison with their counterparts in adjoining States. While it is# 
natural that Government should keep looking out for fresh sour¬ 
ces of revenue, in order to meet fheir mounting expenditure, it is a 
shortsighted policy to levy duties and surcharges on electrical ener¬ 
gy, which is a basic requirement for industrial development as a 
provider of motive power. 

It is heartening to know the Tamil Nadu Government ap¬ 
pointed a Special Committee to examine energy rates and make its 
recommendations with a view to afford relief to the industrial sec¬ 
tor. It is my hope that this Committee will take account not only 
of the disparity in the power rates between our State and neigh¬ 
bouring States, but also reckon with the fact that alternative 
fuels like coal have to be obtained from a considerable distance 
and furnace oil has become quite expensive. It is therefore be¬ 
lieved within and without the State that the incidence of power 
cost should not weigh as heavily as it is presently doing on the 
industrial sector including power-intensive industries in the 
State. The appointment of the Committee has raised widespread 
expectations that something drastic and beneficial will be done 
in the matter of relief that would be afforded to the industrial 
consumers in the State. Let me, therefore, hope that no serious 
disappointment is in store for us. 

The other problem that has been causing anxiety to the Paper 
Industry in the State i? the need for the fixation of a reasonable 
seigniorage for Bamboos supplied from Government sources. 
Your company has been peimitted to draw supplies since April 
1968 on an undertaking to pay the revised rate of seigniorage as 
and when fixed by the Government. It Yms explained to the Go¬ 
vernment that the Paper Industry In the State has been providing 
an useful outlet for the dead bamboos and small sized left-overs, 
which otherwise would rot ‘ and perish in the forests (as indeed 
they were doing hofoie your company started lifting them). In¬ 
deed they cannot even be conveniently used as domestic fuel. 
The Paper Industry is thus paying the Government overwhel¬ 
mingly for its waste forest products and also is pioducing 
revenue for die State out of Ita production. While determining the 
sdgniorage^ 1 trust the Goyemment will f)w this aspect in ihhid 
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and fix, a suffisicntly low %igntonige if i^ssible even lowr than 
what .wc now pay. Our company ift paying a higher seigniorage 
than companies in other States and any increase wtll dislocate our 
economics of production. 

The shareholders will be pleased to know that the expansion 
programme of the company has been fully implemented. The 
produQtiofi of the Seshasayee Paper and Boards is now of the order 
of 105 topnds per day as against 60 tonnes till a few months ago. 
The company has installed the latc.st type of equipment for the 
manufacture of high quality duplex boards, tissue papers and 
other light weight posters. The higher level of production and 
the revision of prices has improved the profitability of Our opera¬ 
tions and consequent prospects of dividend, which all of you have 
been looking forward to for the last 6 years. 

The expansion programme has cost the company about Rs. 

crores. As you arc aware, the company had arranged for 
term loans and deferred credits to the extent of Rs. 2.75 crores. 
The company contributed Rs. 75 lakhs to the expansion progra¬ 
mme out of internal resources, causing some strain to its ways 
and means position. However, the company was able to coj^ 
with the problems without any default in payments, to which the 
company had ali-eady been committed. 

The Government has by legislation abolished the Managing 
Agency system from 3rd April, 1970. Messrs Seshasayee, Par¬ 
sons & Whitcmorc Private Ltd., the Managing Agents of the 
company, have decided to vacate ofRcc on 31st March 1970. I 
am sure ait of you will join me in thanking the Managing Agents 
for the splendid manner in which they had steered the company 
through very difticult years. The past three years have been a 
critical period for the paper industry in general and for more 
recently erected units like this company in particular. During 
the period of paper control, the government kept in force 
price levels fixed as early as 1959 by the Tariff Commission and 
approved by them barring an inconsequential price increase in 
1962. The basic price fixation was done on the basis of the cost 
experience of the well established mills reported in 1958. Need- 
less to add that the economics of operation of mills established 
at low capital cost, with small interest commitments and negligible 
depreciation charges had little relation to those of mills erected in 
the liist 10 years, involving considerable increase in the capital 
cost and the inevitable term-loan commitments. This is less than 
half the story, because the increase in the cost of production in 
the last five years ascribabJc in the main to government action, 
was so steep that Jt quite nearly absorbed profit margin available 
to the industry. The paper industry was thus caught in a nut¬ 
cracker of rigid selling prices on the one side and the escalating 
costs on the other. Considering that long term loan commit¬ 
ments were entered into by the more recently erected paper units on 
assumption of cash generation, that allowed for reasonable stabi¬ 
lity in the cost elements, the problem of amortising the loans 
could have assumed even larger dimensions. It is a matter of no 
small credit to the management of the company, that through¬ 
out this difficult period they met the instalment commiiincnts 
without default. Looking back, it appears to me creditable that 
the Managing Agents should have resolved on an expansion of 
the compiiny’s installed capacity at a very difficult stage in the 
company's opetations, in particular in the back drop of generally 
recessionary conditions. .The company could not hope lo obtain 


the required resources for this expansion through any itoher 
i'^sue of capital. The assistance received from the institutions 
that gave us the entire funds required for expansion amounting 
to Rs. 2.75 crores at this time was therefore doubly valuable, in 
that they were able to appreciate the validity of our projections aj 
to the gainfulncss of the expansion programme. This has enabled 
the company to reduce costs through larger production. As 
against the current capital cost of about Rs. 5,000 per tonne of 
expansion, our capital cost e.xperiencc has been around Rs. ,1,000 
per tonne, thanks to prudent planning and relentless avoidance of 
needless capital expenditure. 

The Managing Agents, who promoted this company and 
nursed it through its difficulties and brought it to Its present stage 
of sound working, have throughout been drawing only minimum 
of remuneration prescribed in the agreement ow'ing to inadequacy 
of profits. They will be vacating office on the first of April 1970 
without availing of the benefit of even a single year of optimum 
working. 

Sri S. Viswunathan and Sri H. K, Raniaswami, Director'' of the 
Managing Agent Company, Messrs Seshasayee, Parsons & White- 
more Private Ltd., were in particular responsible for the promo¬ 
tion of (his project and for bringing the company to its present 
stage of satisfactory operations. I have no doubt you will desire 
me to convey to them your grateful thanks for the strenuous work 
put in by them over the years. 

Sri B. P. Ramakrishna. who served this company as its General 
Manager for nearly a decade since its inception, rctiied fiom the 
company's service during this year. He played a very significant 
role in the building up of the mill and in surmounting both its tech¬ 
nical and business problems during its formative years. I would 
like to thank him on your,behalf for the excellent service rendered 
by him and wish him all the best on his retirement. 

Sri D. V. Reddy has taken his place as General Manager. 
He brings to his assignment decades of administrative and tech¬ 
nical experience acquired in the Railway s. I have great pleasure 
in according to him a cordial welcome to the oiptnisalion on your 
behalf. 

Production and sales during the first five months of the current 
year have increased subsUintialty over the corresponding period 
of last year. The expanded plant has been in regular operation 
for about a month and it is expected that there will be a substan¬ 
tial increase in production, sales and profits in the second half of 
the current year. 

It now remains for me to extend my grateful thanks to the 
Life Insurance Corporation of India, the Industrial Development 
Bank of India, the Industriai Credit and Investment Corporation 
of India Ltd., and our bankers the United Commercial Bank 
and the Syndicate Bank, for their valuable and timely assistance. 
My thanks arc also due to the General Manager, all tanks of Su¬ 
pervisory staff, employees and workers who have contributed to 
the excellent work and in particular in commissioning the com¬ 
pany's additional capacity. 

1 thank yoti all for your forbearance. 

Note: This does not purport to he the proceedings of the Annual 
Gencnil Meeting; 
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SiMtmwt 1^ Shri N. N. Kashyap^ ICS, ChairmaD. INDIAN OIL 
CORPORATION LIMITED, at the Annual General Meeting held in 
Bombay on 30th September, 1969. 



Geiitlemen» 

It is my privilege to welcome you and to address you on the 
occasion of the Tenth Annual General Meeting of your Corpo¬ 
ration. While the accounts and the report for the year 1968-69, 
which are already with you, would have given you details as to 
the working of the Corporation during the year, I would take this 
opportunity to draw your attention to some of the essential feat¬ 
ures of our progress, policies and programmes. 

During a decade of its existence, your Corporation has emerged 
as the largest organisation in the country engaged in production 
and sales in terms of turn-over. During this period (he Corpo¬ 
ration set up three petroleum refineries based on indigenous crude 
oil, four major pipeline projects for the transportation of petro¬ 
leum products and a broad-based, sophisticated marketing orga¬ 
nization operating through 23 main installations, 332 up-country 
depots (including relay/satellite and consumer depots) and 65 
airheid stations having a total tankage of 1.04 million kilolitres. 
This process of development and the emergence of your Corpo¬ 
ration as the ^‘market leader’* throughout posed to the Directors 
and the staff of your Corporation a challenge whose rewards during 
the years have been rich. 

I would wish to mention here a distinctive feature of the advent 
of the petroleum industry in the public sector, namely, the existence 
of strong and efficient competitors of international stature in the 
private sector. Thus, while the achievement of progress in the 
teeth of competition has been an uphill task, the competitive 
situation has always placed a premium on efficiency which hus 
made us persevere and remaio vigilant all (he time. The business 
of many a discerning and critical client had to be secured with 
competitive price offers and retained with efficient service month 
after month and year after year. I have no hesitation in saying 
that it was this stress and strain which help^ the Corporation dis¬ 
cover its own true genius and forge a t^sk force of zealous work¬ 
men, statesmen and managers. 

The year 1968-69 was yet another year fraught with problems 
vvhich challenge ingenuity, a year of braving new situationc: and of 
further advancement and laurels. During the year under report, 
progteas was recorded in all the three fields of refining, pipeline 
operation and marketing. In terms of comparative statistics, 
yeiir Gof|x^ral^^ during the year 5.53 million tegines 

giivte oil In its rafineries and record^ a sale of 8.11 million 
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kilometres—thereby achieving an increase over the previous year 
of 27% and 25.5% respectively. During the year 1.99 million 
tonnes of petroleum products were transported through your 
Corporation’s pipelines as against 1.37 million tonnes during 
the preceding year. 

During the year under report your Corporation continued to 
lay stress on productivity and cost consciousness. As a result of 
this and increased tum-overs, the profitability of your Corpora¬ 
tion recorded a further improvement during 1968-69. Profit 
during the year before providing for depreciation and interest 
amounts to Rs. 32.41 crorcs as against Rr. 22.33 crores for the 
previous year. Profit before taxation and development rebate 
amounts to Rs. 18.46 crores as against Rs. 10.83 crores during 
the previous year. The profitability of the Corporation would 
have been still larger but for the unavoidable losses aggregating 
Rs. 4.21 crores resulting from under-recoveries of rail freight. 
Centra 1 Sates Tax and coastal transportation costs. 

It is a matter of pride for us all that your Directors have re¬ 
commended again for the year a dividend of 7% on the paid 
up capital of the Corporation and an amount of Rs. 4.98 crores 
will be distributed. During the last 3 years the Corporation 
generated internal resources of Rs. 54.21 crores; Rs. 13.91 crores 
were distributed by way of dividend; Rs. 29.62 crores were 
utilized for repaying instalments against loans received from 
Government and foreign parties and Rs. 10.68 crores were 
utilized for developmental activities. 

In the field of refining, the refinery at Gauhati continued to 
operate at a level higher than its designed capacity. The Guja¬ 
rat refinery achieved a crude throughput of 2.96 million tonnes, 
registering an increase of 54% over the previous year. One of the 
achievements of this refinery during the year was the commission¬ 
ing of the Udex Plant which is producing benzene and toluene. 
The refinery at Barauni processed 17.67 lakh tonnes of crude oil 
as against 16.30 lakh tonnes during 1967-68. It started the pro¬ 
duction of lOMEX as a new product from January 1969; steps 
are being taken to introduce a few other new products o.g. phenol 
extract, light aromatic extract and petroleum wax. The refinery 
at Barauni has however been facing certain technical and other 
problems which inter alia adversely affected its profitability^ There 
was also interruption in crude supplies for about 4 weeks due to 
fioods in the Teesta and damage to the crude oil pipeline. Constant 
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efforts are being made to cope with the problems; one of the note¬ 
worthy successes in this regard was the record run of 150 days 
by its coking unit without any decoking shut-down. With the 
solution of its problems in sight it is expected to do much better 
in the near future. 

In the field of marketing of refined petroleum products, your 
Corporation registered during the year a market participation of 
44.3% compared to 40.3% in the year 1967-68. Some of the 
significant achievements have been : 

(а) further enlargement of the retail network 

(б) substantial increase in aviation business including supplies 
to international airlines 

(r) opening up of new markets for the supply of domestic 
gas and 

(d) facilities for meeting the fuel requirements of the rural 
sector. 

Your Corporation has today a participation of 70% in the 
aviation business and is meeting inter alia the refuelling needs of 
a dozen international airlines. Most stringent quality control 
standards and most exacting procedures have been laid down so 
as to match the best available anywhere in the world. The Cor¬ 
poration is DOW supplying LPG in 27 cities and has presently a 
clientele of about 1.5 lakhs. 

Recently, LPG has been introduced also in South India with 
the commissioning of the refinery by Madras Refineries Ltd at 
Madras. It is expected to introduce domestic gas in another 25 
cities during the current financial year. The Corporation added 
548 new retail outlets during the year under report; at the end of 
1968-69 it had 2264 such outlets. 

During the year the Corporation continued its efforts to 
export surplus products. The value of exports during the year 
was over Rs. 3.5 crorcs. 

In view of the recent revolution in the agricultural sector and 
the increased needs in that sector for fuels, your Corporation has 
taken a few concrete steps to render service to the farmer. The 
first step taken by the Corporation last year was to introduce light 
diesel oil (required by pump-sets for lift irrigation) in the produc¬ 
tion scheme of its Gujarat Refinery and to produce very substantial 
quantities of this product during the past season in winter months, 
notwithstanding the fact that the profitability on this product is 
much lower than the product it substitutes in the refining process. 
Recently, the Corporation has undertaken the setting up of barrel- 
fed retail outlets at selected locations in the rural areas for facilita¬ 
ting the supply of LDO to the farmers and carrying the service 
more or Jess to their door-steps. It is expected that over 100 such 
outlets would be operating during the forthcoming peak season. 

During the year, the Government of India appointed Oil 
Prices Committee headed by Shri Shantilal Shah. Your Corpo¬ 
ration has furnished necessary evidence to the Committee and 
has intet alia raised the question of compensation in lieu of under- 
recoveriea incurred on the sale of peuroleum products. You are 
aware that the prices of petroleum products are controlled by 
the Government on the recommendations of the Oil Prices Com¬ 
mittees appointed from time to time. The under-recoveries are 
not allowed in the price build-up at present. Due to the location 
of inland refineries (owned by Indianoil) and the necessity to trans¬ 
port products from coastal refineries (owned by public sector com¬ 
panies) to the other ports, your Corporation hae been incurring 
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considerable under-recoveries. We are hopdul that the Oil 
Prices (Committee will take this extra incldffitce into account to 
compensate Indianoil for the lofses tneurmd. ' 

Since wt believe that an organisation is only as good as the 
people who run it, it has been the concern of your Corporation to 
lavish special attention to management development schemes. 
In this regard, extensive training programmes have been devised 
and implemented. During the year under report over 600 officers 
and staff were put through various training courses, which have 
gone a long way in imparting new skills to the operating personnel. 
All opportunities are given to the employees to better t^eir posi¬ 
tions and as a matter of policy their claims to promotions are 
given full consideration before recruitment from outside is resort¬ 
ed to. 

Industrial relations in the Corporation remained generally 
satisfactory during the year. This was made possible by conscious 
effort having been made to establish communication with all 
levels of personnel and to understand mutual problems. You 
would have seen from the Director's Report the nature of welfare 
schemes, such as housing colonies, medical facilities, schools, co¬ 
operative stores, canteens, clubs etc., provided by the Corporation. 
The amount spent by the Corporation during the year under re¬ 
port on housing (i.e. expenses on maintenance of town-ship.<! qpd 
other amenities reduced by the rent recovered from the staff) 
was Rs. 141.19 lakhs and the expenditure incurred on other wel¬ 
fare activities during the year under report was Rs. 35.09 lakhs. 

Your Corporation is always aiming at higher profitability 
through higher productivity and cost-reduction. Modem man¬ 
agement techniques such as budgetary and cost control, efficiency 
research etc. are being extensively used to achieve this. 

Your Corporation lays special stress on the cost of capital 
and as will be evident from the Annual Accounts the working 
capital of the Corporation has remained at the same level as at the 
end of the past year though the sales of the Corporation increased 
by 25.5 %. A number of studies were conducted during the year 
under review which resulted in procedural improvements and 
substantial savings to the Corporation. 

The magnitude of the tasks which lie ahead of us is colossal. 
The rise in the demand of petroleum products will necessitate the 
establishment of additional refining capacity and the spieading 
of the marketing network. Your Corporation is already taking 
preparatory steps to shoulder future responsibilities by making 
perspective plans for storage and handling facilities etc. You 
would have seen from the Directors* Report the progiess made 
by the Corporation in the setting up of the Haldia refinery. It 
gives me pleasure to express the hope that the valuable experience 
which our engineers are gaining in this project will enable them to 
design and set up fhture refineries with minimal help from foreign 
sources. 

Your Corporation, its Directors and its staff at all levels look 
to the future with a sense of adventure, Jioping to meet its chal¬ 
lenge with confidence. 

In conclusion, I would like to express on behalf of the Board 
and myself our thanks to the officers and workers at all leveli who 
have, despite extremely difficult and trying conditions during the 
past year, achieved a high level of output 

(N.B. ; Thia doea not pmfort to ba a looord of tlii «rocaedii«a 

of tte AubimI Gmmd MectImO* 
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HEAVY ELEQRICALS (INDIA) LIMITED, 

BHOPAL 


Speech of the Chairman and Managing Director 
Skri S. Swayambu 

The followlDg is the Speech of Shrf S. Swayambu, Chairman and 
Managing Director, Heavy Electricals (I) Ltd., delivered at the ]3lb. 
Annual General Body Meeting addressed to the Shareholders on 

29th September 1969. 


Sbii S. Swayamba 
Ocnlkmen, 

It gives me great pleasure in welcoming you to the Thirteenth 
Annua] General Meeting of your Company. The audited accounts 
for the year ended 3Jst March 1969 and the Directors' Report 
have already been circulated and, with your permission, I shall 
take them as read and adopted. 

The sudden demise of our beloved President, Dr. Zakir Husain 
is an irreparably loss to the nation. We have lost a great educa¬ 
tionist, patriot and statesman. Let me place on record our deep 
sense of sorrow at this loss. 

I am glad to report that during the year under review your 
Company has made satisfactory progress despite the recessionary 
economic situation. Power development programmes continued 
to be alTected by the delay in the formulation of the IV Plan and 
paucity of financial resources. One of the established product 
lines, namely switchgear, ruffered from shortage of orders in the 
beginning of the year, but it was to some extent compensated by 
higher production on other lines and the overall operations wcie 
not affected to any large extent. 

Operating Results 

The achievement during tho year is reasonably good and the 
trend of a high rate of increase in output was maintained. Against 
a target of Rs 22 crores for the finished output, the actual achieve¬ 
ment was Rs. 20.95 crores, registering a rise of 42% over the 
previous year. The percentage of total losses to gross output de¬ 
clined from 25.2% in 1967-68 to 17% in 1968-69. The subsidy 
on township amounted to Rs. 1.31 crores which works out to over 
22 % of the total losses. The operating results, excluding the town¬ 
ship, showed a surplus of Rs. 1,98 crores before providing for 
depreciation (Rs. 2.22 crores), interest on loans (Rs. 3.81 crores) 
and training expenses written off (Rs. 0.48 crores). Out of the 
sale value of the output for the year. It has been possible, for the 
first time^ to recover all the factory costs including factory depreci¬ 
ation. This is a satisfactory trend and, subject to receipt of ade¬ 
quate orders for established products, it is expected that, in the 
tiext few years, the selling and administration charges including 
township subsidy tyili also bo fully realised. 

IVddiiction 

It is a matter of satisfaction that in certain product lines, the 
tatgpia set^have been exceeded and, in others, there is a general 


improvement of performance over the previous years. Towards the 
end of the year, an 8-weck production drive was launched, and the 
artisans and staff responded well to this call, which contributed 
in no small measure to its success. New ground has been covered 
and, in the established lines, larger and higher voltage equipment 
have been manufacturecL On the power plant side. Water tur¬ 
bines and generator?? were produced for the fir^t time in India; 
four generators and three turbines have been completed for the 
Obra (UP) and fiassi (Himachal Pradesh) Power Stations. Con¬ 
densers for the Parli (Maharashtra) thermal power station were 
produced. 

In the static product group, 220 kV cricuit breakers and instru¬ 
ment transformers were produced for the first time and a few 125 
MVA power transformers were delivered, which arc the largest so 
far made, and a 250 MVA transformer was in an advanced stage 
of manufacture at the close of the year. Control equipment for 
large industrial drives such as rolling mills, Cement mills and Mine 
winders were alro produced. 

In output performance, the transfoiTncr products letid with a 
finished output of Rs. 607 lakhs. Traction machines provided an 
output of Rs. 448 lakhs and Switchgear and Controlgear, Rs. 421 
lakhs. A sizciiblc output of Rs. 200 lakhs was achieved in large 
generators and motors, though being a recent line. The remaining 
output is shared by Water Turbines, Industrial Motors, Capaci¬ 
tors ard Steam 1 urbincs. 

During the year, the fii*st 120 MW thermal turbine and genera¬ 
tor was supplied to the Santaldih Power Station in West Bengal 
and the erection of the 30 MW set supplied earlier to the Basin 
Bridge Power Station at Madras progressed .satisfactorily and 
reached an advanced stage. I should particularly mention the 
skill acquired and exercised by our engineering, manufacturing and 
site erection personnel. The manufacture of sophisticated equip¬ 
ment demands a mastery over numerous technological problems 
and with the dedicated efforts of our men, wc can achieve the 
goals we have set for ourselves. 

Fatiire lirpapei ts 

The output of the factory increased from Rs. 9.7 crores in 1965- 
66 to Rs, 27.2 crores in 1968-69. A target of Rs. 34.8 crores has 
been set for 1969-70. When the level of output increases to about 
Rs. 50 crores, the factory will stop incurring losses. In subsequent 
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years of higher volumes of output, more profits will accrue. 

Indications are now available about the size of power develop* 
ment in the IV Plan. An assessment of our contribution in terms 
of supply of equipment, based on our capability and prospects 
for orders, would be over Rs. 200 crores. Of this, the orders al¬ 
ready in hand for delivery in different years of the Plan amount to 
about Rr. JOOcrores. 

While there are adequate orders for most of the product lines 
including the Water turbines and generators, the situation is not 
satisfactory in regard to the thermal plant. Ordeis arc inadequate 
to fill the available capacity from 1971-72 onwards. As this pro¬ 
duct is of Jong delivery and calls for advance planning, it is essential 
that orders should be received immediately for continuity of pro¬ 
duction. 

Our efforts at diversification were further intensified to bring 
in more work for the Switchgear area where the demand is hilling. 
During March 1969,1 undertook a trip to Montreal, London and 
Stockholm in a bid to obtain a large order for the electrics of 
Aluminium Rolling Mill involving the most modern power and 
control devices to be matched with the mechanical equipments to 
be made in Canada and Germany. I am glad to report that the 
negotiations were successful and we are already working on this 
order. This will provide a profitable lire of diversification for the 
Switchgear and ControlIgear area and would also increase the 
w'ork load in the large motor sections. 

Preparations arc afoot for the manufacture of a large 235,000 
KW nuclear turbine for the Madras Atomic Power Project. This 
step is the fore-runner to a large scale contribution that your' 
Company will make to Atomic Power Development in the country. 

Engineering Design 

The success achieved in the pioneering work done by our en¬ 
gineers in the field of heavy electrical equipment and design en¬ 
couraged them to extend it to newer fields. A number of trans¬ 
formers and motors were designed against the equipment on order. 
The design of a large Water turbine of a rating 165,000 KW for the 
Debar Power House, was completed. A 200 KVA sine-wave 
generator which is a special purpose machine used for testing pur¬ 
poses, was undertaken, designed and produced successfully. A 
1600 HP motor for a fertilizer factoi 7 designed by our engineers 
was proved after manufacture. 

IndigenJsatlon 

Sustained efforts at import substitution have yielded results 
and there was an overall reduction during this year in the import 
content. There was a sizeable fall in the import content in most 
of the products. Bulk of our imports represents materials for 
which the country's resources arc very inadequate, such as copper, 
or there arc no manufacturing facilities in India, such as transfor¬ 
mer core steel, special insulating materials etc. 

Export 

Your Company made further progress in its efforts at export in 
preparation for securing a fair share after the expiry in 1970 of the 
present Consultancy Agreement which currently restricts the ex¬ 
port territory to Nepal, Burma, Ceylon and Pakistan. Competi¬ 
tion in the export market is very severe, especially against reputed 
international companies w'ith long standing. Nevertheless, nomc 
of our quotations have been very competitive in termsof price and 
quality. A small order from the U.A.R. for some medium size 
motors and controlgear was secured and executed. At the 


cloie of the year soma more orders for certain other products were 
under execution for Iraq, Malaysia and Switz^laud; I have every 
hope thati with concerted effort, your Company cau^secure 4 siz^ 
able export business in the year« to con e, especially in tt.o products 
with low import content. 

t!!apitel Protects 

At the end of the year under review, the total capital expenditure 
on the project was about Rs. 70 crores including Rs. 11 crores on 
the township. The capital works under the old projectare almost 
complete. The Steam Turbine Project is in advanced stages of 
completion and production has conuncnced. Die work on ex¬ 
pansion schemes for Transformers and Tracti<m equipment is 
progressing satisfactorily. No new expansion schemes are pro¬ 
posed to be undertaken in the IV Plan and ous efforts will be cem- 
centrated in consolidating and optimizing the existing products 
and capacities. 

Financing 

The equity capital of the Company is Rs. 50 crores and the 
Government loans stood at Rs. 59.51 crores at the close of the 
year. The Company continued to meet its w^orking capital re¬ 
quirements through cash credits from the State Bank of India. 
During the year, your Company arranged for an additional gash 
credit of R*. 10 crores against hypothecation of inventory, Tlfis, 
of course, is in addition lo Rs. 13.5 crores cash credit and Rs. 1 
crore overdraft facility at the prevailing rates of interest, already 
airanged during the previous years. 

Labour relations 

The labour relations remained fairly .satisfactory during the 
period under review and a number of issues were settled through 
negotiations with the Representative Union, within the framework 
of the Madhya Pradesh Industrial Relations Act, 1960. 

Welfare measures 

Even at the cost of a heavy subsidy, your Company continued 
lo provide housing facilities to a large number of employees and 
over 12,000 houses and tenements have been constructed so far. 
Facilities for the education of increasing number of children in the 
township arc being provided with the help of private organisations 
to a large extent. Various civic amenities are being added to the 
township such as market places, shops, bus stands, enlarged water 
supply, etc. 

Many cultural and social groups representing the cultures from 
all parts of the country are functioning under the aegis of the 
“Heavy Electricals Cultural and National Integration Samiti*’ and 
they contribute to the cause of integration through cultural activi¬ 
ties. Various committees drawn from these associations have been 
formed to celebrate the Mahatma Gandhi Centenary falling on 
the 2nd October, 1969. 

In conclusion, I wish to thank my colleagues on the Board 
of directors for giving me valuable advice, co-operation and 
support. I also wish to take the oppoctunity to express my sin¬ 
cere appreciation of the assistance of our U.K. Consultants, 
Our th.nks are also due to the Ministry of Industrial Develop¬ 
ment, Internal Trade & Company Affairs, the Central Water 
A Power Conunisaion, the Railway Board, State Electricity Boards 
and several large Electric Supply and Industrial Organisations for 
their support. I am happy to place m record the vriUing co¬ 
operation from all categories of staff and workers for which l am 
extremely grateful, to them* 
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dieFCl towers 

or how to be sdf suffickiit in food 


Freedom from hunger 

— ft*8 one of the most important needs of 
our country. And FCI is strivir^ to achieve it 
by producing eveiy type of fertilizer necessary 
for the Indian soils. 

FCI—Fertilizer Corporation of India Limited, 
is the largest single organisation in the 
country with a production capacity of 
400,000 tonnes of Nitrogenous fertilizers and 
36.000 tonnes of Phosphates. 

In 1960>69. FCI contributed 264,000 tonnes 
of Nitrogenous fertilizers to the total pro- 
duction of 643.000 tonnes in the country 
through its different plants inSindri (Bihar), 
Nangal (Punfab). Trombay (Maharastra). 
Gorakhpur (U. P.) and Namrup (Assam). 
In addition, FCI has been producing a wide 
verieiy of chemicals and a complete range 


of Catalysts. Indeed, it is the only one pro-' 
ducing Heavy Water in the country. 

The success of FCI. a fully government 
owned undertaking is borne out by its 
performance. In 1968-69 jt earned a gross 
profit of R$. 15.56 crores, or a net profit of 
Rs.4.42 crores—two and a half times higher 
than that of the previous year. 

The future is'indeed bright for FCI. Two new 
plants are coming up in Barauni (Bihar) and 
Durgapur (West Bengal) while substantiaJ 
expansion work is betog effected in its 
Trombay. Nangal, Sindri and fJamrup plants. 
With the completion of these projects by 
1971*72 FCI's total output capacity.of 
Nitrogenous fertilizers and Phosphates wtU go 
upto 9(X).000 tortnes and 200,000 tonnes 
respectively. 



Greatest good' 
for the 

Greatest nunnber 
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CORPOMTiON OF INDIA 


Sfattment made by Shri N. D. Nangia, f bairman. Industrial ! inaiue rnrporation 
of India, at the ^Ist Arinuai (ieiitral Moiting of the shareholdtrs of the t «.ri»ora(ion hold on 
the 2^tii Scidcimbtr, l‘>()‘). 


Friends, 

I i have great pleasure in wel* 
> coming you to this 21st Annual 
I General Meeting of the shareholders 
of the Corporation. 

I 2. Printed copies of the 2l8t 
j;, Annual Report of the Board of 

i€ Directors and the Accounts of the 

CorTOration for the year ended June 
30* 1969, arc already in your hands, 
and ] hope, you will permit me to 
lake them as read. 

3, The recovery in the economic 
situation which became noticeable 
, in the beginning of 1968, showed 
1 further signs of improvement in 
I 1968-69. The national income, at 
' 1960-61 prices, is estimated to have 
increased by about 3% during the 
fiscal year 1968-69. industrial acti- 
. ^ vity was stepped up and the index 
I of industrial production during the 
first 9 months of the year 1968*69 
(July to March) registered an in¬ 
crease of about 7%. The trade gap 
was considerably reduced through 
higher exports, particularly of non- 
traditionai items, and lower imports. 
Although agricultural production, 
as a whole, showed a marginal decline 
during the year as compared to the 
J967-68 record output, rood produc¬ 
tion was maintained more or less at 
the last year’s high level. With 
. regard to commercial crops, while 
I there was a marked increase in the 
production of sugarcane, the output 
of jute, oilseeds and cotton showed a 
decline. The price level on the whole 
remained stable >iiipto the end of 
January 1969, but since then, it has 
been showing an upward trend. 
The position regarding money sup¬ 
ply remained easy, and banb and 
financial institutions had surplus 
funds awaiting investment opportu¬ 
nities. While the capital market 
appeared to be somewhat more 
active, until forward trading was 
banned by Government, the buoy¬ 
ancy was confined to a few selected 
; shares, and new capital issues were 
on a scale smaller than last year. 

4. During the year 1968-69, the 
Corporation’s total financial assis¬ 
tance sanctioned to 79 industrial 
units was higher at R$. 30.66 crores 
9S against Rs. 26.73 crores to 48 
industrial units in the previous year. 


The bulk of this assistance was in the 
form of rupee loans, which account¬ 
ed for Rs. 24,48 crores as compared 
to Rs. 19.82 crores in the previous 
year. Foreign currency loans were 
lower at Rs. 2.95 crores as against 
Rs.4.24 crores; underwriting of shares 
and debentures and firm subscrip¬ 
tions to right issues accounted for 
Rs. 2.73 crores as against Rs. 1.56 
crores; and guarantees for deferred 
payments for supplies of plant and 
machinery amounted to Rs. 0.50 
crore as against Rs. 1. 11 crores during 
the last year. Of the total rupee 
loans, loans aggregating Rs. 11.46 
crores were sanctioned to industrial 
co-operatives, Rs. 7.23 crores to 
sugar ^operatives, Rs. 3.45 crores 
to textile co-operative spinning mills, 
and Rs. 0,78 crorc, for the first time, 
for the setting-up of a new co-opera¬ 
tive jute mill. The utilisation of 
foreign credits was undoubtedly 
small, but to the extent this reflected 
the success of efforts at import substi¬ 
tution, the development could not be 
regarded as an unwelcome pheno¬ 
menon. 

5. Assistance disbursed during 
the year aggregated Rs. 17.03 crores 
as against Rs. 26.85 crores during the 
previous year. Cash disbursements, 
i.e. excluding guarantees issued dur¬ 
ing the current year* totalled Rs. 16.75 
crores as against Rs. 24.24 crores in 
the previous year. Lower disburse¬ 
ments during the year were mainly 
in respect of loans sanctioned to 
sugar and textile co-operatives and 
to the jute mills. In the case of 
sugar co-operatives, the. delay in 
disbursements w'as occasioned by the 
inability of several societies to raise 
the minimum share capital required 
for the project and the.time taken 
in th^ execution of the requisite 
.guarantees by the State and Central 
Governments. In respect of the 
jute industry, the pace was affected 
because some of the concerns were 
not able to obtain the requisite in¬ 
dustrial licences in time. In the case 
of the textile co-operatives also, 
the non-receipt of the requisite 
guarantees from the State and Cen¬ 
tral Governments* till the end of the 
vear, stood in the way of the dis¬ 
bursement of assistance sanctioned 
to them. 


6. The number of fresh tpplica* 
tions received during the year was 
lower at 92 as against 107 in 1967-68 
and 128 in I96 m 7, indicative of an 
element of hesitancy which conti* 
nued to lin^r in the minds of en« 
trepreneurs in sponsoring new pro¬ 
jects and schemes for expansion or 
diversification of existing undertak* 
ings. 

7. The amount of assistance sanc¬ 
tioned per application during the year 
1968-69, covering all types of assis¬ 
tance, was Rs. 35 lakhs as compared 
to Rs. 45 lakhs in the previous year. 
This was due to the fact that while the 
increase in the total assistance 
sanctioned was relatively small, from 
Rs. 26.73 crores to Rs. 30.66 crores, 
the number of applications sanctioned 
during the year under review was 89, 
as against 59 in the previous year. - 
Taking rupee loans alone, the amount 
sanctioned per application declined 
from Rs. 62 lakhs in 1967-68 to 
Rs. 47 lakhs in 1968-69, while the 
corresponding figure for foreign cur* 
rcncy loans came down from Rs. 42 * 
lakhs to Rs. 16 lakhs. 

I 8. Another special feature of the 
assistance sanctioi^d by the Cor¬ 
poration was that a good number of 
concerns were granted assistance 
for the first time. The number of 
concerns which were granted assis¬ 
tance for the first time during 1968-69 
was 43 out of 74; in 1967-68, the 
corresponding figure was 26 out of 
48 and, in 1966-67, it was 24 out of 56. 

9. The Corporation's total income 
for the year under review was higher 
at Rs. 11.94 crores as compared to 
Rs. 10.81 crores in 1967-68. This 
year’s income included a sum of Rs. 
0.30 crore on account of dividends 
received on shares held in the in¬ 
vestment portfolio and Rs. 0.25 
crore by way of profit on sale of 
investments. Interest paid on bor* 
rowings was Rs. 7.39 crores as against 
Rs. 6.71 crores in the previous year. • 
Establishment and other expenses 
accounted for Rs. 0.63 crorc as ‘ 
against Rs. 0.54 crore in 1967-68. 
The gross profit registered an in- ‘ 
crease of Rs. 0.36 crore being Rs. 
3.92 crores as against Rs. 3.56 
crores in the previous year. After 

iCmtniifd on next page) 
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{Continued from pre-pago) 
cnaking provision for taxation to the 
extent of Rs. 2.22 crores as against 
Rs. 1.98 crores in the previous year, 
the net profit was higher at Rs. K70 
crores as compared to Rs. 1.58 
crores in 1967-68. The profit re¬ 
corded for 1968-69 was the highest 
since the inception of the Corporation 
in 1948. ' 

10. During the year, additions to 
reserves were made out of the profits 
to the extent of Rs. 1.46 crores in¬ 
cluding a sum of Rs. 0.25 crorc 
transferred to the Reserve for Doubt¬ 
ful Debts. The total reserves of the 
Corporation, including the General 
Reserve of Rs. 6.64 crores, now 
amount to Rs. 10.94 crores, which 
figure exceeds the paid-up capital 
* by Rs. 2.60 crores. 

I II. The net amount of assistance 
sanctioned by the Corporation, since 
its inception in July, 1948, that is, 
after accounting for cancellations 
and withdrawals, amounted to Rs. 
321.47 crores. This comprised rupee 
. loans of Rs. 206.48 crores, foreign 
‘ currency loans of Rs. 36.55 crores, 
underwritings and direct subscrip- 
, tions to shares and debentures of 
1 Rs. 27.11 crores, and guarantees to 
the extent of Rs. 51.33 crores. 

, Of the total assistance sanctioned for 
484 projects, new projects claimed 
j assistance of the order of Rs. 208.51 
I crores and the balance of Rs. 112.96 
crores was granted for the expansion, 
modernisation or diversification of 
.existing undertakings. The assis¬ 
tance sanctioned by the Corporation 
has been instrumental in mobilising 
resources for the completion of the 
projects concerned of the order of 
Rs. 1356 crores; this. I submit, 
could be taken as a measure of the 
contribution made by the Corpora¬ 
tion towards the economic develop¬ 
ment of the country. 

12. As against the aggregate net 
assistance sanctioned to the extent 
of Rs. 321.47 crores, assistance ac¬ 
tually disbursed upto the end of the 
year under review amounted to Rs. 
282.58 crores which was about 
88% of the total sanctions. 

' 13. During the year, the Corpora¬ 
tion was allocate a further line 
of credit of DM 5 million under an 
Inter-Governmental Agreement dated 
the 25th July, 1968 between the 
Governments of India and of the 
Federal Republic of Germany. The 


relative loan agreement between 
the Corporation and Kreditanstalt 
was signed on the llth April, 1969. 
Wich the execution of this agreement, 
the seven lines of West German 
credit to the Corporation aggregated 
DM 97.5 million. The present posi¬ 
tion regarding the availability of 
Deutsche Marks is comfortable, but 
the .snme cannot be said of U.S. 
dofI:ir^> and French Francs. The 
D.S. Agency for International De¬ 
velopment, Washington, deobligated 
their commitments tp the extent of 
US 8 5.31 million. The French 
credit was reduced by FF 10 million. 
In the result, the total amount of loans 
sanctioned by the AID to the Corpo¬ 
ration stands reduced to US $ 28.32 
million and the balance of French 
credit available to the Corporation 
stands at FF 15 million. Recently, 
in July, 1969, a further credit of 
DM 5 million has been allocated to 
the Corporation under an Inter- 
Govcmmental Agreement between 
the Governments of India and of 
the Federal Republic of Germany. 
A feature of the DM lines of credit 
is that plant and equipment can be 
imported under them not only from 
West Germany but also, to a certain 
extent, from other specified countries. 

14. As on the 30lh June, 1969, 
the Corporation had sanctioned 
effective sub-loans aggregating DM 
76.93 million, US $ 27.48 million 
and FF 12.88 million against the 
respective lines of foreign credits 
available with it. While the credits 
from the US AID have already been 
committed, the credits from the 
Kreditanstalt to the extent of DM 
25.57 million (inclusive of the recent 
allocation of DM 5.00 million) and 
from BFCE to the extent of FF 2.12 
million are still available for sanc¬ 
tioning further sub-loans. 

15. The Corporation continues lo 
cover, in its oj^rations, as large an 
area of the industrial sector as possi¬ 
ble. During the under review, 
sugar, cotton and jute textiles were 
the largest beneficiaries of financial 
assistance. The entire assistance to 
the sugar industry has gone to co¬ 
operatives; in the case of jute, the 
financing of the installation of broad- 
looms received special attention in 
view of the good export demand for 
carpet backing cloth; and, in respect 
of cotton textile co-operatives, consi¬ 
derable backlog of applications had 


lo be cleared. It wjll be recalled 
that this industry was given a re¬ 
latively low priority during 1966*67, 

16. A number of other industries, 
viz. non-Terrous metals, rubber pro^ 
ducts, paper and paper products and 
engineering industries also received 
a reasonable proportion of the 
Corporation's assistance. Of the 
total assistance of Rs. 30.66 crores 
sanctioned during the year, new 
units claimed 54.6%, while the ba¬ 
lance of 45.4% went to the existing 
units for expansion, diversification 
or modernisation schemes. Against 
the total estimated cost of the pro¬ 
jects for which financial assistance 
was sanctioned during Ine year, the 
Corporation contributed about 
20.7%. 

17. Industrial projects in the re¬ 
latively less developed States of 
Andhra Pradesh, Assam, Bihar, 
Madhya Pradesh, Orissa and Uttar 
Pradesh claimed a total of Rs. 7.05 
crores, i.e. 22.9% of the total assis¬ 
tance sanctioned during the year, 
r.llhough the share of the States of 
Maharashtra, Gujarat, West Bengal 
and Tamil Nadu still continues to 
be high. The Corporation continues 
to extend special consideration while 
processing applications emanating 
from relatively less developed parts 
of the country. However, the num¬ 
ber of such applications continues to 
be relatively small. The Corpora¬ 
tion is, therefore, considering the 
desirability of providing, in suitable 
cases, certain incentives in the form 
of concessional rate of interest, lower 
margin of security and longer periods 
of initial moratorium and repayment 
of loans granted to finance projects 
in the backward areas or regions. 
But if these efforts on the part of this 
Corporation or other financial insti¬ 
tutions are to be successful, active 
co-operation of the State Govern¬ 
ments will have to be ensured, and 
steps will have simultaneously to be 
tgken towards a more even distri¬ 
bution of organisational and entre- 
preneural skills, and to develop the 
requisite infra-structure facilities 

18. In this connection, I may, 
perhaps, recall that in pursuance of 
the decisions taken at the meeting of 
the Committee of the National De¬ 
velopment Council, two Working 
Croups were set up by the Planning 
(ContiiUfed on next page} 
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Commission, in S^)tember. 1968, 
one for recommending the criteria 
for identifying backward areas and 
the other for recommending fiscal 
and financial incentives for starting 
industries in backward areas. The 
reports of these Groups are already 
under examination by Government 
and the Planning Gimmisiion. So 
, far as our Corporation is concerned, 
I can only say that it shall be glad to 
fall in line with any policy decisions 
that may be reached, including those 
relating to provision of assistance 
by financial institutions on special 
or more liberal terms, with a view to 
accelerating the pace of industrial 
growth in such areas. 

' 19. In regard to the financing of the 

industrial co-operatives, 1 had men¬ 
tioned last j^ear that while the Cor¬ 
poration might, despite its some¬ 
what unhappy experience with a few 
co-operatives, be able to continue 
the financing of sugar co-operatives, 
subject to their technical and econo¬ 
mic viability, it was finding it some¬ 
what difficult , to sanction loans to 
new textile co-operatives because the 
financial viability of most of such 
units, under the conditions then 
prevailing, was open to doubt. 
During the year.under review, the 
j Corporation sanctioned loans ag¬ 
gregating Rs. 7,23 crores to 7 sugar 
I co-operatives out of the 8 appli¬ 
cations that were pending at the 
beginning of the year and two further 
applications received during the year. 
As regards the textile co-operatives, 
the Corporation had 19 applications 
j pending with it at the beginning of the 
year and one more application for 
Rs. 20 lakhs was received during the 
year. The question of financing tex¬ 
tile co-operatives was reviewed by the' 
Board of Directors of the Colora¬ 
tion. The Board felt that, as these- 
units could not be regarded viable 
in the strict commercial sense, the 
{responsibility for financing the same 
must be shared with the Corporation 
by the concerned State Governments. 
It was, therefore, decided that instead 
of rejecting the applications, the loans 
might be sanctioned to the textile 
co-operatives, subject to the concern¬ 
ed State Government furnishing, in 
addition to a residuary guarantee 
along with the Central Government 
on a 30:50 basis an unconditional 
guarantee, affording the right to the 
Corporation to call upon the State, 


Government to meet the iostaiments 
of interest in default, if such defaults 
persisted for a period exceeding 6 
months and pay the defaulted instal¬ 
ments of principal if the iame re¬ 
mained outstanding for a period-ex¬ 
ceeding one year. In pursuance of 
this decision, the Corporation has 
sanctioned loans of the order of Rs. 
3.45 crores to 8 textile co-operatives. 
Actual disbursement of the loans 
has, 'however, been delayed as the 
form of unconditional guarantees 
has not been finalized. 

20. In addition to the assistance 
of the order of Rs. 10.68 crores 
sanctioned by the Corporation to 
sugar and textile co-operatives as 
mentioned above, a co-operative jute 
mill in Assam was sanctioned a loan 
of Rs. 78.50 lakhs during the year 
under review. ^ 

21. Upto the 30th June, 1969, 
the net financial assistance sanctioned 
by the Corporation to industrial 
co-operatives totalled Rs. 64.14crores 
which lends testimony to the signi¬ 
ficant part played by this Corpora¬ 
tion in fostering development of 
rural areas and dispersal of industries; 
besides assisting in the mopping up 
of rural savings for productive invest¬ 
ment. 

22. The assistance sanctioned to 
industrial co-operatives - constitutes 
about one-fiflh of the total assis¬ 
tance of Rs. 321.47 crores sanctioned 
by the Corporation upto the 30th 
June, 1969. 

23. The position regarding defaults 
committed by concerns assisted by 
the Corporation remains more or less 
static. While there has been no 
increase in the number of concerns 
in default, the total amount in 
default was higher in view of the 
repeated defaults committed by a 
few concerns, including a few co¬ 
operatives. I regret to have to repeat 
that, in spite of the Corporation’s 
loans to co-operatives being guaran¬ 
teed by the Central and State Govern¬ 
ments, the concerned guarantor 
Governments have not done all that 
could be expected of them towards 
clearing the defaults. 

24. While on this, I might also, 
perhaps, draw attention to the fact 
that as a result of their recent exa¬ 
mination of the Corporation’s 
affairs, the Parliamentary Committee 
on Public Undertaking have sug¬ 


gested that a State Government’a 
approach should be helpful in fact* 
litating the recovery of amounts duo 
to the Corporation from the co¬ 
operatives and the Government- 
should strengthen the hands of the 
Corporation in this behalf. They 
have also recommended that a State 
Government’s guarantee should not 
be merely residuary guarantee but 
should be unconditional. 

25. Out of 335 concerns to whom 
the Corporation has disbursed loans, 
62 have so far fully repaid their dues. 
Loans were outstanding ,as on the 
30th June, 1969, either wholly or 
in part, from 273 concerns of which 
30 had not yet gone into production. 
Of the 243 concerns which were in 
production at the end of the year as 
against 208 concerns in the previous 
year, 138 incurred losses in the year 
under review or could make only 
marginal profits as compared to 135 
in the previous year. The number 
of concerns which were able to de¬ 
clare equity dividend during the year 
was 71 as compared to 73 last year; 
of these, 41 maintained the previous 
year’s dividend; 20 declared dividend 
at a higher rate and 10 at a lower 
rate; 43 of our assisted concerns 
declared dividend at the rate of 
10% or at higher rates as against 48 
concerns last year. The accounts were 
under finalisation or the necessary 
data were not available in respect of, 
34 concerns. 

26. The Corporation’s investments 

in the shares of industrial projects 
at the end of the year amounted 
to Rs. 10.49 crores, which yielded a 
dividend income of Rs. 29.66 lakhs. 
This works out to 2.8% on the 
amount invested, as against 0.5% 
last year. Taking advantage of the 
improved conditions prevailing in the 
capital market, the Corporation was 
able to sell shares and debentures of 
the face value of Rs. 73.38 lakhs dur¬ 
ing the year, yielding a profit of 
Rs. 24.73 lakhs. j 

27. A reference was made last 
year to the decision taken by the 
Central Government in April, 1968, 
to set apart Rs. 5 crores for the 
grant of soft loahs to jute industry,' 
especially for the financing of the 
installation of broadlooms, to step 
up the production of carpet backing 
cloth for the export markets. The 

(Contimted on next pttge }! 
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amount of this allocation was 
increased to Ks. 8 crores during the 
year. Loans to jute industry for 
this purpose arc being given at a 
rate of interest which is 1% below 
the normal lending rate of the Cor¬ 
poration, the difference of 1% being 
subsidized by the Central Govern¬ 
ment. The Corporation also sti¬ 
pulates for a lower margin in the case 
of such loans, the Central Govern¬ 
ment having agreed to stand gua¬ 
rantee for any loss that may be 
sustained by the Corporation to the 
extent of 80%. As on June 30, 
1969, the Corporation had sanctioned 

I under this scheme loans of the order 

' of Rs. 4.96 crores to 12 jute units 
while 10 applications for Rs, 6.20 
crores were pending. 

i 28. The Corporation's policy in 
the past has been to assist mainly 
projects in the private sector. This 
policy has since undergone a change, 
and the Corporation is now agree¬ 
able to assist Public Sector Under¬ 
takings and Government companies 
in their programmes of expansion 
and diversification. However, the 
extent to which such companies will 
be able to avail themselves of the 
facilities from the Corporation will 
largely depend upon their ability to 
satisfy certain conditions which have 
been mentioned in paragraph 27 of 
the Report. One special difficulty, 
in this regard is that, under its 
Charter, the Corporation is autho¬ 
rised to provide financial assistance 
only to public limited companies, 
and the IFC Act will, therefore, have 
to be amended suitably to make 
Government companies which are 
organized as private limited com¬ 
panies, to become eligible fur finan¬ 
cial assistance from the Corporation. 

' 29. Although the position regard- i 

ing the resources of the Corpora¬ 
tion continues to be relatively satis¬ 
factory, the Corporation has decided, 
in order to remain in touch with its 
prospective lenders, and to reduce 
Its dependence on Government for 
funds, to go to the market again 
this year for a bond issue of Rs. S 

! crores. The details oftbe issue which 
are being worked out will be an¬ 
nounced shortly. 1 am sure that, 
as on the previous occasions, all the 
shareholders of the Corporation as 
well as other investors will lend us 
their maximum support, and help 
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make the issue a success. 

30. During the year under report, 
the Parliamentary Committee on 
Public Undertakings (1968-69)— 
Fourth Lok Sabha—examined the 
working of the Industrial Finance 
Corporation of India upto the year 
ended 30th June, 1968, and the .'e- 
port of the Committee was present¬ 
ed to Lok Sabha on the 29th April, 
1969. One of the recommendations 
of this Committee is that a stage has 
reached where the IFC and the 
lOBl should be merged. Another 
Committee known as the Industrial 
Licensing Policy Inquiry Committee, 
which has recently submitted its 
report to Government, has recom¬ 
mended that the IFC should either 
be merged with the IDBI, or its 
operations should be confined to 
projects of a certain size and those 
of the IDBI to projects above that 
size. These recommendations which 
are of great importance to the future 
of this Corporation will, no doubt, 
receive consideration by Govern¬ 
ment in all their aspects. But, 
whatever be the decision,‘I have no 
doubt that this Corporation as the 
oldest agency for providing industrial 
finance, will continue to play, either 
as an independent unit or as part of 
a larger organisation, its rightful role 
in the future industrial development 
of the country, and the considerable 
experience and expertise it has built 
up during the past 21 years will be 
utilized to the country's best ad¬ 
vantage. 

31. In July this year, a decision 
was taken to nationalise 14 major 
scheduled banks. This event, which 
is of great financial and economic 
significance to the country, will 
open a new era of fruitful co¬ 
operation between commercial banks 
and term-lending institutions. On its 
part, the Corporation will extend its 
full support to any new policies.that 
arc evolved in making the role of 
credit institutions more useful and 
pervasive. 

32. During the year, several 
changes took place in the Board of 
the Corporation. Consequent upon 
the resignation of Shri B. K. Dutt 
with effect from the 1st June, 1968, ; 
Shri N. Ramanand Rao, Managing 
Director, State Bank of India, was i 
elected a director of the Corporation 
on the 26th September, 1968 to 


I represent Sdieduled Banks. Under 
' Section 10(tkb) of the IFC Act. 
the Central Government nominated,' 
in December, 1968, Shri M. K. 
Venkatachalam, Director (Invest¬ 
ment), Department of Economic 
Affairs, Ministry of Finance in the . 
place of Shri S. S. Shiralkar. Shri 
C. H. Bhabha, representing Sche¬ 
duled Banks, resigned with effect 
from the 27th June, 1969, and the 
vacancy caused by his resignation 
remains to be filled in accordance 
with the provisions of Section 11(3) 
of the IFC Act at today’s meeting. , 
On behalf of the Board, as weU as 
on my own, 1 take this, opportunity 
of placing on record the valuable 
services rendered to the Corporation 
by Sarvashri B. K. Dutt, S. S. 
Shiralkar and C. H. Bhabha. An- ' 
other colleague on the Board, Smt. ' 
Raksha Saran, is also retiring, and I ! 
wish to convey my sincere thanks to 
her for her co-operation and guidance 
in the deliberations of the Board. 

33. An Additional Advisoiy Com- ^ 
mittee was constituted during the • 
year, to advise the Corporation on i 
applications from the jute industry, j 
With this, the number of Advisory ' 
Committees has risen to 6. The ' 
members of the various'Advisoiy 
Committees gave freely of their 
expert knowledge and experience in 
the appraisal of applications for 
financial assistance which were placed 
before them, and 1 wish to express to j 
them our thanks for their advice. I 
Thanks are also due to the Corpora- j 
tion’s non-official nominees on the i 
Board of Directors of assisted con¬ 
cerns, for looking after the interests 

of the Corporation and to the officers ! 
and staff who put in yet another year | 
of devoted service. The relations 
between the staff and the manage- ' 
ment have been cordial during the ' 
past year. 

34. During the period of my 
association with the Corporation, I 
have received valuable guidance and 
co-operation from my colleagues on 
the Board, and I take this oppor- j 
tunity of expressing my sincere j 
thanks to them. 

35. Friends, I thank you for your . 
presence at this Annual General 1 
Meeting, and hope that the Corpora¬ 
tion can continue to rely on your 
co-operation and goodwill in ful¬ 
filling its tasks. _ 

-T " -- —- da>'p Ofifi ■■ ■■■■» 
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RECORDS AND statistics 


INDIA’S FOREIGN TRADE: A REVIEW 


in 


INDIA'S exports including re-exports during the financial year 
1968-69 were an all-time high. Exports including rc-exports 
during the year at Rs 1360.0 crorcs were higher by Rs 161.3 
crores or 13.5 per cent compared with the level of exports reached 
in 1967-68. They were also higher by 5.3 per cent than the earlier 
record of our exports at 1714.9 million US dollars, reached in 
1964-65. 

The following table compares the value of India*s exports 
in each of the 12 months of the fiscal year 1968-69 with the cor¬ 
responding month of the preceding ycitr as also with the earlier 
record figures. 

MONTH-WJSE EXPORTS 

(Rs crorcs: at post-devaluation rales) 


Month 

1968-69 

1967-68 

Earlier Record* 

April 

103.80 

91.84 

106.7 (Apr. 1964) 

May 

107.49 

90.93 

97.2 (Mi»y 1955) 

June 

96.79 

96.53 

109.0 (June 1964) 

July 

113.17 

102.06 

102.06 (July 1967) 

August 

133.39 

89.31 

106.95 (Aug. 1966) 

September 

117.83 

111.66 

114.7 (Sept. 1964) 

October 

^ 123.98 

120.77 

120.77 (Oct. 1967) 

November 

112.04 

103.52 

118.39 fNov. 1964) 

December 

110.75 

105.75 

118.30 (Dec. 1963) 

January 

115.73 

105.52 

105.52 (Jan. 1968) 

Fcbruaiy 

101.94 

91.89 

97.57 (Fch. 1965) 

March 

117.83 

98.89 

122.60 (March 1966) 


* Figures prior to June 1966, do not represent actual value of 
exports; these arc notional figures having been obtained 
by escalating the actual figures by 57.5 per cent for the 
purpose of comparison. 

It may be observed from the abi>vc table that exploits m all 
the 12 months of the fiscal ycar J968-69 were higher than in the 
corresponding months of the preceding year. Our cx|>oris in 
August, 1968, at Rs 133.4 crorcs were the highest monthly exports 
ever recorded and surpassed the earlier best of Rs 122.6 crorcs 
reached in March, 1966, In March, 1969, total exports improved 
by Rs 16 crores over the preceding month but did not come up 
to the level attained in March, 1966. 

Commodity-wise statistics of exports available until March 
1969 show that during the fiscal year 1968-69, compared with the 
corresponding period of 1967-68, India's total exports at 
Rs 1360.0 crores were higher by Rs 161.3 crorcs or 13.5 per cent. 
While the exports of primary products inclusive of mineral ores 
taken together increased by 3.1 \ycr cent, those of manufactured 
and semi-manufactured goods rose by 20.2 per cent. Signi¬ 
ficantly, as much as 60 per cent of the ri.'C of Rs 161.3 crorcs in 
overall exports during the period under review is accounted for 
by.iiii; increase in the export of non-traditional items, such as 


engineering goods, iron and steel, handicrafts, clicmicals ,and 
allied products, mineral fuels and lubricants, rubber manufac¬ 
tures, paper and paperboards, pearls and precioii.s stones, synthetic 
fibres, etc. Iron and steel were the top foreign, exchange earner 
amongst the non-traditional items. 

There war an increase in the export.’^ of a number of primaiy 
products during the period under review. Thc-c included cashew 
kernels ^-f-Rs 17.9 crorcs), iron ore (4*Rs 13.6 crorcs), castor 
oil (4- Rs 7.7 crorcs), groundnuts (-f- Rs 5.4 crores), fish (Rs 4.3 
crorcs)^ oilcakes, (-f- Rs 4croixrs), pulses (-I- Rs 3 crores), ln,^l\ganesQ 
ore r-fRs 2.4 croics), turmeric (-fRs 73 lakhs), essential oils, 
perfume and 11 ivour m itcrials ( |-Rs 65 lakhs), onions (4-Rs 40 
lakhs), and chillies (-{-Rs 17 lakhs). Increase in export earnings 
from the exports of cashew kernels, iron ore, fisli and onions was 
due to better prices fetc!>cd from their exports. However, the 
unit price realised from the exports of castor oil, manganese ore, 
oilcakes and chillies was lower than in April-March, 1967-68. 

Decline in Primary Products 

Some of the primary products had shown a decline in export 
earnings. These were tea (—Rs 23.7 crores), sugar (—Rs 5.8 
crores), raw cotton ( -Rs 3.6 crore*), pepper Rs .3.4 crorcs), 
iron and steel scrap Rs 2.6 crorcs), hides and skins raw 

Rs 2.2 crorcs), mica (—Rs 1.6 crorcs), tobacco (—Rs 1.7 
crorcs), raw wool f—Rs 58 lakhs), and animal casings (- Rs 58 
lakhs). The shortfall in earnings may be attributed to the. fall 
in the unit price rcali/.ution from the exports of tea, sugar, spices 
and iron and scrap, Pru^s of sugar and scrap (in Japan) have 
since improved and this might boost our exports of these items* 
The shortfall in the unit price of lea was considerable, the price 
fetched during the period under review was Rs 7.79 per kg as 
against Rs 8.86 per kg during April-March, 1967-68. Indian 
teas have been priced out in Africtin markets. Ceylon has built 
up the Libyan market by selling at cheaper rates. Even China 
has sold substantial quantifies in 1968. IJbyan market is impor¬ 
tant and deserves special altention since its per capita tea con¬ 
sumption is 2.6 kg and considerable quantity is re-exported. 
Attractive packing is the first prc-iequisilc for successful sales. 

Manufactured and semi-manufactured items accounted for 
58 per cent of India's total exports in April-March, 1968-69. Most 
of the items under this group recorded higher exports during flic 
period under review. The important items expt>rt of which in¬ 
creased considerably were engineering goods r-f-Rs 34.8 crorcs), 
iron and steel (4-Rs 22.5 crorcs), E.l. tanned hides and skins 
(-hRs 14.7 crorcs), pearls, precious and semi-precious stones, 
(4-Rs 14.4 crorcs). cotton yarn ^-fRs6 crorcs), cotton piece 
goods 'millmadc) (4- Rs 5.9 crorcs), chemicals and allied products 
(4 -Rs 5.7 crorcs), chrome tanned leather (-j-Rs 4.8crores), and 
paper and paslcboaid (-f-Rs 4.5 crcrcs). Moderate increases 
were also recorded by exports of mineral fuels etc. (4-Rs 2*9 
crorcs), miscellaneous cotton manufactures (-f --8 crores) 
artware m:tal, brass and copper (fRs 2,2 crores), synthetic 
fabrics (-(-Rs 2 crorcs), handmade carpets and druggeis, rubber 
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manufactures and ferro-manganesc and ferro alloys ( +Rs 1.6 
crorcs each) and cotton apparel ( + h7 lakhs). 

Among the manufactured and semi-manufactured items, 
only a few items of India's exports showed a decline in earnings 
during the period under review. These included jute manufactures 
(j —Rs 16.1 crores), India's ace foreign exchange earner, besides 
two other items viz. finished leather (—Rs 3.5 crores) and hand- 
loom cotton piecegoods (—Rs 77 lakhs). The decline in the 
exports of jute manufactures was primarily due to a shortfall in 
the quantum of exports. These exports at 6.53 lakh tonnes 
valued at Rs 218 crores in 1968-69 were lower by one lakh tonnes 
valued at Rs 16.1 crores compared to 1967-68. Shortage of raw 
jute and price advantage by Pakistan's exports seem to be mainly 
responsible for lower export earnings from jute goods. 

Export Promotion Moasuros 

The present upsurge in our exports has been partly the result 
of suitable export promotion policies adopted by the government. 
There is yet another proposal under government’s consideration 
to allow the exporters maximum benefits of all the incentives in 
force at the time they conclude a deal with foreign buyers. The 
import i>olicy for Registered Exporters for the year 1969-70 in¬ 
corporates the government’s decision to introduce a scheme of 
registration of contracts involving deliveries extending over a 
period of not less than 12 months, and to allow the exporters 
benefits at the level of assistance permissible on the date of such 
contracts against exports made in execution thereof. The details 
of the scheme arc being worked out. 

The government has taken several measures to promote export 
of jute goods. These include providing of necessary inputs so as 
to increase the production and yield of the required quality and 
quantity of jute within the country, massive programme of moder¬ 
nisation and rehabilitation of the spinning and preparatory sec¬ 
tions in the mills, research into new uses of Jute goods, installation 
of 5,248 broad looms for production of tufted carpet backing 
cloth for meeting increasing export demand, compulsory pre- 
shipment inspection scheme, reduction of export duties on hessian 
(from Rs 900 per tonne to Rs 200 per tonne), sacking (from 
Rs 600 to Rs 150 per tonne), carpet backing (from Rs 900 to 
Rs 600 per tonne) and jute yam and canva®, tarpalim, webbing? 
etc and abolition of duties on specialitiej. wool packs and cotton 
bagging; priority treatment to the jute industry for purpose of 
D jvclopment Rebates under Schedule V to the Income Tax, and 
to.in assistance to jute mills for modernization and diversification 
through the Industrial Finance Corporation of India and National 
Industrial Development Corporation. Considerable progress 
has been achieved in the indigenous manufacture a wide range of 
jute mill machinery and spare parts required by the jute mill. 
The research efforts of the industry and the promotional activities 
arc being assisted financially from the marketing development 
fund. 

The table given alongside compaies the performance of the 
21 important items of our export trade during the period under 
review with the preceding year, as also with the record level of 
export reached earlier in the 12 months, April-March, during 
the sixties. 

The items given in the table cover 80 per cent of the 
value of total exports (excluding re-exports) during April-March, 
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1968-69. It may be observed that 1968-69 was the best year 
in respect of 10 out of 21 important export items—both traditional 


(Value in Rs crores; at post-devaluation rates) 


April-March April-March 

Commodity 1968-69 1967-68 

Farlier record 
CAprfl-Miirch) 

Jute goods 

218.0 

234.1 

288.0(1965-66) 

Tea 

156.5 

180.2 

202.9 0963.^3) 

Iron ore 

88.4 

74.8 

74.8(1967-68) 

Iron and steel 

74.5 

51.9 

51.9(1967-68) 

Leather and manufac- 




turcs (excluding foot- 




wear) 

72.7 

53*5 

62.1 (1966.67) 

Cashew kernels 

60.^ 

43.0 

45.7(1967-68) 

Engineering goods 

67.4 

32.6 

32.6(1967-68) 

Cotton piecegoods 




(mill-made) 

65.5 

59.6 

83.1(1960-61) 

Oilcakes 

49.5 

45.5 

62.6(1964-65) 

Tobacco unmanufac- 




tured 

33.2 

34.9 

38.4(1964-65) 

Prcciou** and semi- 



t 

precious stones 

44.8 

30.4 

30.4(1967-68) 

Coffee 

18.0 

18.2 

21.1(1967-68) 

Spices 

25.1 

27.2 

36.4(1965-66) 

Fish 

22.7 

18.4 , 

18.4(1967-68) 

Chemicals and allied 




products 

17.5 

11.9 

14.4(1965-66) 

Castor oil 

9.9 

4.0 

10.6(1960-61) 

Mica 

13.5 

15.0 

17.8(1965-66) 

Coir yam and manufac¬ 




tures 

13.8 

12.8 

18.5(1963-64) 

Mineral fuels, lubricants 




etc. 

12.1 

9.2 

19.3(1964 65) 

Cotton yam 

12.9 

6.9 

11.0(1965-66) 

Handmade carpets and 




druggets 

11.5 

9.8 

9.8(1967-68) 


* Figures prior to June, 1966, under this column, are notional 
not actual rupee values earned as the actual figures have 
been escalated by 57.5 per cent for the purpose of compaiison. 


as well as non-traditional. These are iron ore, iron and steel, 
leather and manufactures, cashew kernels, engineering gcxxls, 
pearls and precious stones, fish, chemicals and allied products, 
cotton yarn and handmade carpets and druggets. In five items, 
namely, mill-made cotton piecegoods, oilcakes, castor oil, coir 
and yarn and manufactures, and mineral fuels and lubricants, 
the level of exports in 1968-69, though better than in the preceding 
year, is not the best during the 12-month period of April-March. 
It is in the remaining six items, wz. jutc^nanufactures, tea, tobacco 
unmanufactured, coffee, spices and mica that the performaooe of 
exports during the year 1968-69 not only lagged behind the 
preceding year but was also very much short of the recordreached 
in these 12 months during sixtees The extent of decline is 
quite substantial in the case of jute manufaaures and tea. 

(To be concluded) 
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What makes' 

Wills Filter the lai^est-seUing 
filter in all 
South Asia ? 


Unequalled smoking satistection, theft 
what. Such satisfaction results only when 
hand-picked Virginia tobaccos are perfectly 
matched with an up-to-date filter...tnily 
made for each other. As in Wills Filter. 
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The State Induatrial k lafdttltttt 
Corporation of Maharaahtra Ltd.» 
6th Floor, Niatrj Bhavaa, 

Dlnaha Wachha Road, 

BOMBAY 20. 


Dear Sirs, 


In locating our Agricultural laplaaantit 9roj«a9 
for our tractor Coapany at Nagpur, our daeliion hat 
boon Infltttnced by the many bonaflta uhloh flow fre« 
tht New Package Schema of Incentlvaa offarad by tha 
Ooecrnaent of Maharashtra and which sohana xs 
administered by SICOM. Our studies revealed that 
Nagpur is centrally located, it has eacallent 
oomnunicatiouc, offers good urban facilities and a 
wall daveloped Infra«structure in the M.I.D.C. area. 
Tha refund of sales tax for a period of six years in 
tha shape of an intaraat frca loan for 18 years 1b tha 
type of an incontiva which industry sacks. Ve 
wAcome the effort mada by SICOH in parauading industry 
to locate its plants outslda tha aziatlng congestad 


loura sincaraly, 
HABINDRA A MARINDRA LIMITED 


Kashtth KahindrXr 
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THE RECOMMENDATION of the fifth Finance Commission regarding (he with¬ 
drawal of the present system of additional excise duties on textiles, sugar and 
tobacco in lieu of .sales tax has caused dismay in business circles, fri 1956-57, 
when the centre had taken upon itself the responsibilities of collecting addi¬ 
tional excise duties on these three consumer items and distributing the 
proceeds among (he slates, it was felt that many more items would be added 
to this list later on. Unfortunately, despite the obvious advantages in this 
method of collccling sales tax on consumer goods, no new item was added 
all these years and now, because of complaints from a number of stales, 
the fifth Finance Commission has suggested the abrogiition of this scheme. 

The primary reason for vesting the central government with authority to 
collect additional excise duties on textiles, sugar and tobacco was to remove 
hardships caused to trade and indlls(^>^ Also, in this way the Governincnt 
of India was expected to have “more eftbelive control on the total incidence 
of commodity taxation*’ and to ensure ‘‘uniformity in the intcr-Astalc incidence 
of taxation”. Tt was also felt that this method would reduce the chances of 
leakage in revenue as the sales tax machinery in the stales was not elficicni 
enough to cope wilh the various problems arising therefrom. 

It cannot now be argued tliat any significajit change has taken place 
which would either reduce inconvenience to trade and industry or bring 
about uniformity in inter-state incidence of taxation or prevent leakages. The 
Finance Commission has based its conclusion on the view taken by a 
majority of the states which have been dissatisfied with the manner in which 
the scheme has been operated by the government. The slates have com¬ 
plained that the centre has not made any ostensible efibrt to increase the 
yield from these taxes. Whereas the basic excise duties on those commodi¬ 
ties have been rai.scd from time to time, no major step has been taken to increase 
the revenue from additional excise duties. Consequently, (he states feel 
that the revenue from these additional cxci.se duties has not been rising in 
keeping with the general trend of tax collection in the states and has tended 
to reduce the flow of funds to the stales. It is also stated thst the additional 
excise duties being specific (and not ad valorem), the revenue therefrom did 
not increase ns a result of the rise in prices during Ihc past few years. 

The Finance Commission's findings in regard to these complaints indicate 
that they are only partly true. It has computed that the average incidence 
of additional excise duties in lieu of sales tax in 1966-67 was 1*98 per cent 
on textiles, 2.93 per cent on unmanufactured tobacco and 7.12 per cent on 
cigars and cigarettes. As the additional excise duty on cigarettes has since been 
increased (which shows that the charge of the states that additional excise 
duties have not l^en increased is incorrect), it is certain that the incidence 
of this tax on cigars and cigarettes will be a little higher. In the case of sugar 
ad valorem duly of four per cent (and not a specific duty) is levied. In the 
case of textiles no major change has been made since 1966-67 presumably 
because of the sad state of the cotton textile industry in recent years. 

The tabic on page 728 shows the comparative rates of sales tax—single-point— 
levied by the states in the case of selected commodities. It will be seen that 
these rates are in some cases lower and in other cases higher than tho.se 
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levied by Iho centre. For leather 
goods, for example, the single-point 
sales tax in the states varies from five 
to 10 per cent while for kerosene, it 
vanes from three to seven per cent. It 
follows that the incidence of additional 
excise duties on cigars and cigarettes 
is higher than the single-point sales tax 
on kerosene and leather goods in many 
slates. We must luisten to add that if 
the states vvere given a free hand in 
regard to sales tax on sugar, textiles 
and cigarcilcs, they would perhaps 
have received a higher volume of funds 
than they are currently obtaining from 
the centre but at the cost of inconve¬ 
niencing both industry and trade. 

I he complaint of the slates that 
basic excise duties have been increased 
but not the additional excise duties is 
again true only in part. In the case of 
sugar, for instance, there has been no 
.alteration in basic excise duties between 
1958-59 and 1968-69. Ihere were, 
however, increases in basic duties on 
tobacco, both manuractiired and un- 
manufaclured. As a consequence, the 
revenue from basic excise duties on 
textiles, sugar and tobacco increased 
by 70 per cent in this period but the 
yield from additional excise duties rose 
by 45 per cent only. Iliis ditrcrcnce 
can cerlainlv be made up by raising the 
rates of additional excise duties and 
reducing those of basic and special 
excise duties, keeping in view the objcc- 
lj\e of “ctfcclive controP' on the total 
incidence of commodity taxation, fhe 
centre is, without doubt, in a better 
position to take on overall view of the 
ia.x situation, which, in fact, is one of 
the major advantages of this scheme of 
taxation. 

It seems that the commission has 
iKcn swayed by its concern for the 
stales which perhaps appeared to be 
the weaker party in its view. That is 
why it has stipulated that unless the 
centre can arrive at a general agreement 
for the cojitinuation of the present 
.scheme with suitable modilications, the 
levy of additional excise duties on tex¬ 
tiles, sugar and tobacco should Ixj done 
away with. 

It will indeed be a retrograde step 
to willidraw this scheme and let the 
states impose sates tax on these three 
conunodilics. Jji their anxiety to raise 
additional revenue, the state govern- 
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inents arc likely to ignore the interests 
of the consumer, trade and industry. It 
will he an unfortunate move especially 
because the objections of the states can 
be met without much difficulty. The 
rates of additional excise duties can be 
made ad valorem^ and in fact this sug¬ 
gestion has already been accepted in the 
case of sugar. For the cotton textile in¬ 
dustry, it may not be possible for some 
time to do so because of the present 
plight of the industry. In any case, 
readjustment in basic and additional 
excise duties can bring about the desired 
results, 'fho rates of duties can bo 
re-adjusted so that the increase in 


ALTHOUGH, following the recom¬ 
mendations of the Agricultural Pricc.s 
Commission (APC), the union Food 
and Agriculture Minister, Mr Jagjivan 
Ram, pleaded with the state Chief Min¬ 
isters assembled hero towards the close 
of last month for a meeting of the 
National Development Council, that 
there should be some reduction in the 
procurement prices of foodgrains during 
the current agricultural year, the Chief 
Ministers did not favour such a move. 
They w'cre of the view that not only 
should last year’s procurement prices 
be maintained but that there should also 
be no change in the delivery and export 
bonuses, the mode of procurement and 
zonal restrictions on the movement of 
grains. The Punjab Chief Minister, Mr 
Gurnam Singh, even asked for an in¬ 
crease in procurement prices. 

The APC has suggested a downward 
revision in procurement prices in seve¬ 
ral states—up to four per cent over the 
previous year’s levels in the case of 
paddy and rice prices in Assam, Bihar, 
Gujarat, Kerala, Madhya Pradesh. 
Maharashtra, West Bengal and Uttar 
Pradesh, and up to 7.J per cent in 
those of the coarse grains in Andhra 
Pradesh, Bihar, Haryana, Mysore, 
Punjab, Maharashtra and Uttar Pra¬ 
desh. The delivery and export bonuses, 
it has been recommended, should be 
discontinued altogether. 

The reduction in procurement prices, 
the APC feels, is justified on several 
counts. First, the coming kharif crop is 
expected to be a good one (Mr Jagjivan 
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additional excise duties since 1956^7 
is brought on par with the rise in basic 
and special duties. 

RATES OF SINGLE POINT SALES 
TAX IN STATES 


Foodgrains 

l%to3% 

Kerosene 

3% to 7% 

Matches 

3% to 7% 

Vanaspati 

5 % to 10% 

Gur 

2% to 7% 

Butter & Ghee 

3% to 4% 

Tea 

2% to 8% 

Coffee 

4% to 8% 

Leather goods 

5% to 10% 


Ram cxpcct.s that this year’s total food- 
grains output, including rabi grains, 
would be over 100 million tonnes, as 
against 94 million tonnes last ycaj: and 
about 96 million tonnes in 1967-68— 
the hitherto record year) for the third 
year in succc.ssion; it therefore should 
have a bearish effect on the foodgrain 
prices in general. Secondly, thanks to 
the comfortable supply position, the off¬ 
take from the public distribution system 
has declined considerably; during 
the current calendar year, it may not 
e.xceed nine million tonnes as against 
10 million tonnes last year and 13.4 
million tonnes in 1967. If the public 
distribution of foodgrains has to be 
exp;inded, or even maintained, the 
issue prices will have to be lowered. 
Thirdly, market prices, particularly of 
rice and paddy, have in most parts of 
the country fallen at least by 10 per 
cent and in some areas even by as much 
as 25 to 30 per cent. Fourthly, until 
and unless foodgrain prices are con¬ 
tained, the general price level cannot 
be stabilised; foodgrain prices, the 
APC points out, still continue to be the 
pace-setters of the priceline. Finally, 
procurement has to to enlarged in the 
interest of catering, through the public 
distribution system, more and more 
for the requirements of the vulnerable 
rural populutidh—^landless labour, small 
peasants, etc. If procurement prices are 
not lowered, the burden may become 
onerous. 

The APC has given the assurance 
that, in calculating the new procure- 


Procurement Prices 
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jnent prices, it has given due weight noi 
only to the need for covering the cost 
of production fully and allowing for a 
reasonable profit for the farmer, but also 
for providing an incentive for higher 
production. The contention of some 
states, particularly Punjab, that the 
current high rentals ought to be taken 
note of while fixing procurement pric¬ 
es, however, has not been upheld by the 
APC. It points out that ‘in so far as 
procurement operations help to main¬ 
tain market prices higher than they 
would be otherwise, it would he odder 
still that procurement prices should 
he such as to accommodate the exis¬ 
ting rentals and keep them intact. Tflhc 
current rents paid by the tenants are 
high, the remedy lies in land reforms 
rather than in arguing for higher pro¬ 
curement prices'*. 

Tn regard to tlic delivery bonus, the 
APC feels that,, following the general 
softening of the market prices, there is 
no justification for this bonus because 
it is just an indirect method of raising 
the agreed procurement prices. In 
respect of the export bonus, the obser¬ 
vation of the APC U : “If in a period 
of shortage, the ethics of throwing the 
incidence of such an impost on the 
<^onsumcr of a deficit state was dubious, 
the practice becomes increasingly 
untenable in a situation of improved 
availability'*. 

Theoretically the above case of the 
APC for a marginal downward adjust¬ 
ment of procurement prices and for 
the discontinuajice of delivery and ex¬ 
port bonuses is indeed unexceptionable. 
On practical considerations, however, 
it does not appear to be so. There is 
no denying the fact that wages and the 
costs of agricultural inputs are going 
up. Among farm inputs, fertilizers are 
costing more due to the imposition of 
a fairly heavy excise duty in the last 
budget. The prices of tractors and 
farm implements are going up because 
of increase in steel prices. If procure¬ 
ment prices are also simultaneously 
brought down, the margin of profit 
or the incentive for production is bound 
to dwindle. This can have a disastrous 
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effect as the green revolution has yet 
to establish itself fully. Even though the 
reduction in the profit margin or incen¬ 
tive may be only insignificant, what 
mailers is that the psychological build¬ 
up of the recent years for raising food 
output should not be impaired. Any 
reduction in procurement prices at a 
time when costs of fanning arc going 
up will have exactly ihis impact. 

Ihc argument iluit the maintenance 
t)f procurement prices is only in the 
interest of big farmers is hardly tenable. 
A big farmer can always hold back his 
produce in anticipation of higher prices 
later on. It is the small farmer who is 
under pressure to market his produce 
immediately after the harvest and is 
consequently most likely to benefit 
from official procurement, the bulk of 
which takes place in the wake of the 
harvests. A reduction in procurement 
prices will thus adversely affect the 
small farmer more rather than the 
bigger landlords. 

A reduction in procurement prices, 
again, is not absolutely essential for 
bringing down issue prices. This should 
be apparent from the fact that the spread 
between the procurement prices and the 
issue prices is at present large cnougli 
to take care of reasonable transport, 
packaging, storage and administrative 
charges. The maximum procurement 
price for rice in the surplus states last 
year was Rs 85 per quintal in Madhya 
Pradesh; in Orissii it was Rs. 82.82 
and in Andhra Pradesh Rs 72.69. 
As against this, the issue price of the 
common coarse rice was Rs 100 per 
quintal. The medium and fine varieties 
were issued for public distribution at 
Rs 111 and Rs 120 a quintal, respective¬ 
ly. There is a sizable scope for eco¬ 
nomising on administrative and trans¬ 
port expenses. 

The plea of the APC for the discon¬ 
tinuation of the delivery and export 
bonuses apparently de.serves pertinent 
notice. Such incentives have their vali¬ 
dity only in periods of short crops when 
there are dangers that procurement 
may not be according to expectations. 
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Some additional inducement then has 
to be given to the surplus producing* 
states for maximising procurement for 
the benefit of the deficit states. In limes 
of surpluses, there is no justification 1 
for them, Tn such periods who nmarket 
prices lend to fall, the deficit states 
cannot be expected to pay more. It is ' 
ill the interest of the surplus slates 
themselves to maximise their procure¬ 
ment effort so that the farmers do not 
remain burdened with excessive stocks. 

The transfer of excess grains from the 
surplus to the deficit states at the agreed V 
procurement prices will itself be of 
great help to the farmers in the surplus 
states in periods of normal or above^ 
normal crops. 

In view of the encouraging progress 
of procurcnienl last year and the expec- 
lations of even further improvement 
in the procurement this year, there is 
obviously a sound ease for reducing 
imports during the coming months. The 
APC has recommended reduction in 
imports during the rest of the current 
year by at least two million tonnes 
from the contemplated level of 5-2 
million tonnes. Tn all, during the 
current year we will he thus 
importing four million tonnes of 
tbodgrains. With five million tonnes 
already in the pipeline and in the form 
of buffer stock, these imports should 
sec us through the next year, especially 



rs no use staging a dbarna outside her hon$e. 
Sbe is mostly away on tour. 
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as procuiemeiil th-is year is also cxpecl- 
Cil li' hiplicr than last year’s. 

Since procurement for building up a 
sizable buffer stock has now come to 
be recognised as an important element 
of our food policy, adequate attention 
ought to be paid to the creation of 
storage facilities. Nearly 10 per cent 
of our food requirements should be the 
minimum buffer slock that should be 


built during the next two years if we 
have to do away with imports after 
1971. This implies that storage facilities 
will have to be augmented from the 
present level of about seven million ton¬ 
nes at least to 12 million tonnes in 1971. 
Further storage facilities should pre¬ 
ferably be so distributed as to help 
procurement in those areas where scope 
exists for the extension or intensifica¬ 
tion of procurement operations. 


IOC : A Pioneering Example 


rr is a mailer for gratification that the 
Indian Oil Corporation Lid (lOO 
has continued to maintain its record for 
best performance among public sector 
undertakings in the country. What is 
noteworthy is that this improved per¬ 
formance has also been all round, save 
for example, where the Corporation 
did not achieve the target indicated by 
its chiiirman, Mr N. N. Kashyap, 
last year. Speaking to pressmen, last 
year, it will be recalled, the IOC chair¬ 
man had stated that the export target 
for 1968-69 would be 4.6 lakh MTs 
valued at about seven crorc rupees. 


in India, as witness the compiirative 
figures given in the table below of its 
working results. 

As the figures in the table amply 
esiablish, the Corporation has emerged 
as tlic largest organisation in the country 
engaged in production and sale of 
petroleum products in terms of turn¬ 
over. During a decade of its existence, 
as Mr Kashyap told the press conference 
following the tenth annual meeting of 
the Corporation, the IOC has “set up 
three petroleum refineries based on 
indigenous crude oil, four major pipe¬ 


lines projects for the transportation df 
petroleum products and a broad-based 
sophisticated marketing organisation 
operating through 23 main installations. 
332 upcountry depots and 65 airfield 
stations having a total tankagje of 
1.04 million kilolitres,” and this “in 
the face of strong and cfheient compe¬ 
titors of international status in the 
private sector.” But for the stress and 
strain this competition must have 
entailed, it is a moot point whether the 
TOC-'to judge from the performance 
of other units in the public sector— 
would have been as efficient and price 
and quality-conscious as if Ixas been. 

Il is important, the more so for a 
public sector enterprise as the IOC, 
not only to increase its turnover but 
also its profitability. In 1968-69. the 
Corporation increased both its turn¬ 
over and profitability from 4.36 millicfi\ 
tonnes (refinery throughput) and 6.46 
million kilolitres (sales) to 5.33 million 
tonnes (refinery throughput) and 8.11 
million kilolitres sales—increases over 
the year of 27 per cent and 25,5 
per cent, respectively. This necessarily 
involved an increase in transportation 
of petroleum products from 1.37 mil- 


LO G'S PROGRESS AT A GLANCE 


1965-66 1966-67 1967-68 1968-69 


In tlic event, however, the Corporation 
could only export 2.6 lakh MTs ol 
petroleum products valued at only 
Rs 3.5 crorcs, as against 3.8 lakhs 
MTs valued at over live crorc rupees 
in 1967-68. 

This year, again, Mr Kashyap 
has'expressed the hope that the Cor¬ 
poration expects to export during 
1969-70 about 5.4 lakh MTs of 
petroleum products (motor spirit, 
naphtha and asphalt) valued at about 
seven crorc rupees. The reason lor 
the IOC' not being able to achieve its 
export target in 1968-69 and it is not 
clear if it will be able to achieve it in 
1969-70 either—is that, owing to in¬ 
creased domestic demand, there was 
simply not the required export surplus, 
a trend that is more likely to persist 
than disappciir in the future. Never¬ 
theless, no one can dispute the IOC 
chief's claim that the Corporation 
continues to ho the “market leader” 


Refineries throughput (in million 
tonnes) 

Pipelines throughput (in million 

tonnes) 

Sales (in million kilolitres) 

Turnover (Rs crores) 

Profit (before depreciation and 

interest) (Rs crores) 

Profit (after depreciation and 

interest) (Rs crores) 

Reserve and surplus (cumula¬ 

tive) (Rs crores) 

Development rebate reserve (Rs crores) 

Duties paid (Rs crores) 

Dividends 


1.95 

3.27 

4.36 

5.53 

0.36 

0.75 

1.37 

1.99 

3.79 

4.89 

6.46 

8.11 

220.05 

338.35 

430.68 

526.16 

7.85 

16.21 

22.33 

32.41 

1.01 
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18.46 
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lion tonnes in the preceding year to 
1.99 million tonnes in 1968-69. Due 
to increased turnover-and improved effi¬ 
ciency, we arc told, the TOC was able to 
step up its profit for the year (before 
providing for depreciation and interest) 
from. Rs 22.33 crorcs to Rs 32.41 
crores. Profit before taxation and 
development rebate in 1968-69 also 
compared favourably, being Rs 18.46 
crorcs as against Rs 10,83 crores in the 
preceding year. 

Once again, we are told, “the profit¬ 
ability of the corporation would have 
been still larger but for the unavoidable 
losses aggregating Rs 4.21 crores 
resulting from under-rccoverics of rail 
freight, central sales tax and coastal 
transportation costs.” It is not clear 
why this hardy annual experience 
even of a public sector corporation 
is allowed by the government to 
persist despite the IOC’s clear case 
for reimbursement. Mr Kushyap in- 
fonned the press that the Corporation 
has taken up the question of compensa¬ 
tion in lieu of under-recoverics incurred 
on the sale of fXJlroleum products with 
the Shanlilal Shah Commiitec (Oil 
Prices Committee). At present for some 
incomprehensible reason the undcr- 
Tccovcries are not allowed in the price 
build-up. Unless this is done, the 
Corporation is bound to continue to 
suffer from this handicap, thanks to the 
location of the refineries owned by the 
IOC being inland and the necessity 
to transport products from coaslal- 
locatcd public sector refineries to 
other parts. 

Justice demands that this extra 
incidence be taken due note of by 
the Shantilal Committee in fixing the 
prices of oil. At the same lime, it is 
to be hoped that, in drawing up hs pers¬ 
pective plans to meet the growing 
demand for petroleum products in 
future years, adequate attention '.vould 
bo paid by the IOC to this aspect even 
whilst making plans for storage and 
handling facilities. 

The IOC has been setting a commend*- 
able example to all public sector under¬ 
takings by the way in which it has been 
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generating internal resources. During 
the last three years, it has managed 
to generate over Rs 54 crores out of 
which it has not only been paying a 
handsome dividend—7 per cent—but 
has promptly repaid instalments against 
loans from government and others, 
not to speak of utilizing them for further 
development activities as well. That 
the Corporation could do this even 
while not regarding the making of 
profits as the only goal, as witness its 
determination to satisfy the light-diesel 
oil (this is required by pumping-sets for 
lift irrigation) needs of its rural clients 
despite the relatively much lower profit¬ 
ability of this product vis-a-vis the 
product it substitutes, in the refining 
process, is praiseworthy and all the more 
so because this product was not even 
included in the original production 
schedule. 

The Gujarat Refinery, for instance, 
produced a substantial quantity (20,(XX) 
tonnes per month) of light diesel oil 
last year, during the winter months, 
to meet the increased fuel needs of the 
agricultural sector. In pursuance of 
the same objective, and with a view to 
carrying the service more or less to the 
door-steps of (he agriculturists them¬ 
selves, the Corporation has since under¬ 
taken the setting up of barrel-fed retail 
outlets at selected locations in the 
rural areas. Over a hundred of such 
outlets arc expected to be in operation 
before the forthcoming peak season. 
Both because of this and by reason of 
the extensive deployment of its vehicles 
in droughi/famine-stncken areas of 
Bihar, Rajasthan and Tamil Nadu, the 
IOC may well claim that, apart from 
the profit motive, it also seeks to serve 
the community at large and meet its 
.social needs. 

The IOC has, however, earned de¬ 
served laurels by its latest gesture— 
provision of business opportunity to 
unemployed graduates, in particular 
enginering graduates whose numbers 
arc swelling every year. The 
IOC has, indeed, taken a major policy 
decision in offering to give them— 
those in the younger age groups—most 
of the new dealerships for retail outlets. 
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agencies for kerosene/light diesel oil, 
and Indane distributionships. Young 
graduates forming themselves into part¬ 
nership or co-operatives, or belonging 
to the locality, or coming from the IdW’- 
income group are to be given preference 
under this scheme, details of which 
arc being worked out and are expected 
to be ready by April next. The attrac¬ 
tion of the scheme is enhanced by the 
Corporation’s offer to impart the 
necessary know-how also for running 
these dealerships. 

With the roc ready lo offer 
dealerships and give the know-how and 
banks under their new directions eager to 
finance the technically qualified persons 
to start their own businesses, it should bo 
possible for several of our unemployed 
engineering graduates not only to get 
jobs, but also to take to the rural areas 
and establish closer contact ,with the 
people of these areas. In this way. 
the IOC has unconsciously started a 
return to the village movement, as 
it were. To the extent that our young 
engineers take advantage of the .scheme 
and to the extent that the concerned 
local authorities also co-operate by 
interesting themselves in promptly 
providing such elementary amenities 
as drinking water, electric light, good 
sanitation, etc., our country may witness 
a rare degree of transformation that 
many a high sounding campaign in the 
past with far greater expectations has 
not been able to achieve. 



«*Shall wo indict a comm'inalist boss?” 
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BRIGHTENING MONETARY HORIZONS 

THE EDITOR 


THH decision taken at the annual session 
of the International Monetary Fund to 
bring into operation the scheme of Special 
Drawing Rights (SDRs) is surely a landmark 
in the orderly evolution of managed money 
in international trade and the world’s 
exchanges, ft is worth noting that the 
economic statesmanship of nations is not 
merely keeping abreast but is perhaps 
marching ahead of their skills of political 
diplomacy. 

That the SDRs have become a fait accom- 
pit certainly speaks well of the collective 
w isdom of governments and central hankers 
around the world. This is a good augury 
for increasing international co-operation 
in trade and finance in the years ahead. 
Jt would be relevant to recall here another 
important decision taken some time ago, 
for enforcing discipline on the world's 
exchange. This w^as the adoption by the 
advanced industrial countries of the 
two-tier price system for gold. Under 
this arrangement, while central banking 
authorities have undertaken to buy gold 
for monetary purposes at the IMF parity 
price of S 35 per fine ounce, scope lias 
been left for the price of the yellow metal 
to ductuaic in the free market in accordance 
with the interaction of the forces of supply 
and demand. The two-tier price sy‘»!em 
for gold now reinforced by the IMF scheme 
of St>ccial Drawing Rights should, except in 
unforeseen and extraordinary circumstan¬ 
ces. be able to lake care of the strains ;;nd 
stresses on the balaiKC of payment struc¬ 
tures or the currencies of the major trading 
nations of the non-communist world. 

Assurance of Stability 

This would mean that there is reasonable 
assurance of the stability of exchange rales 
under conditions of expanding trade as ilie 
world community prepaid to step into 
the seventies. It would of course be easy 
to be too optimistic about the fruits of 
these two important reforms in Ihe world 
monetary system. Nevertheless, a high 
degree of constructive confidence in these 
arrangements certainly seems to be warran¬ 
ted, both in terms of recent experience 
and in the light of the inherent realism 


Tltis article first appeared in The Hindu¬ 
stan Times of October 10 and 11, 1969. 

and reasonableness of these measures. 
Not very long ago it used to be argued with 
varying degrees of erudition that the 
international trading commimity should opt 
either for the doubling of the price of gold 
or for a wholly managed system of world 
money, if national exchange crises, occur¬ 
ring successively or simultaneously, were 
not to end up in a breakdown of world 
trade. Not the least of the merits of the 
present combination of the two-tier price 
for gold and the SDRs is ihat it has shown 
that there could be a practical and profit¬ 
able middle path to the stability and orderly 
pi ogress of the world monetary system. 

Some Disequilibrium 

This is not to say that the road ahead 
would necessarily be smooth and straight 
all the way. There certainly are some 
cases of disequilibrium as between the 
par values of the currencies of various 
countries. But it docs seem to be the ease 
that the flexibility and spaciousness im¬ 
parted to ilie world monetary system by 
the two-tier price for gold and SDRs have 
made it easier for the readjustments of 
national par values to be earned out 
without excessive strain on national eco¬ 
nomies or the world’s c.xchangc.s. In this 
context, it is significant that the recent 
devaluation of the French franc could be 
effected without any noticeable dislocation 
of psychology or dealings in the world’s 
exchanges. Some part of the credit for 
this achievement should, no doubt, go to 
the Government of France for the poli¬ 
tical judgment and technical competence 
with which it timed and carried out the 
devaluation. All the same, it is highly 
probable that the devaluation of the French 
franc would not have been digested so 
smoothly by the world’s exchanges had not 
the right climate and context been created 
for it by the two-tier price for gold which 
had been introduced earlier and the scheme 
of SDRs which was then in prospect. 

As 1 write these lines, it .seems that there 
are only some day.s to go before another 


major currency has its par value revised. 
The reference hcr^ is, of course, to the 
Deutschemark. The current exercise of 
the Government of the Federal Republic 
of Germany in allowing a limited floating 
rate for this currency is quite obviously 
a very temporary arrangement. Once 
the political decks are cleared, following 
the recent federal election, the Deutsche¬ 
mark rmiy be expected to be revalued. 
The only question that is still open is the 
precise extent by which this currency 
may be allowed to appreciate. 

The revaluation of the DM. when it 
comes, as well as other changes in the par 
valuesof national currencies which may be 
expected to follow in due course, will most 
probably be as easily accommodated by the 
reformed world monetary system as the 
devaluation of the franc was. A source of 
encouragement in this context is the current 
trend towards the strengthening of Britain’s 
balance of payments. The pound sterling 
may not have been restored to complete 
health yet, but it is no longer the hopeless 
invalid that it seemed to be. It is (rue that 
the British economy has still to go a long 
way before it has mastered^ the problems 
of costs or productivity, but it is no 
longer necessary to assume that these pro¬ 
blems have passed beyond the control of 
any conceivable economic policy that any 
possible government in Britain may or 
could adopt. 

US Inflation 

Of much larger world significance than 
the prospects of the pound sterling is the 
outlook for the US dollar. It has been re¬ 
cognised all along that the viability of the 
two-tier price for gold and (he feasibility 
of the SDRs are likely to be determined by 
the success w ith which the United States is 
able to deal with its domestic inflation. 

It is now the view of responsible observers, 
both within the United States and outside, 
that a trend towards countering inflation 
has at last been successfully introduced 
into the behaviour of both public and pri¬ 
vate spending. It is quite possible that we 
arc now in the earlier stages of a process 
of readjustment of the US balance of pay¬ 
ments which may lead to a situation in 
which dollars will be neither scarce nor 
in surfeit. This would, of course, be a 
wholly wholesome situation for world 
money and world trade and this possibility 
need not be too cynically dismissed consi¬ 
dering that the Nixon administration ap¬ 
pears to be coming to grips with issues of 
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igdvemment over-spending in various 
fields. 

The passage through the ^MF of the 
scheme for SDRs has been preceded by 
■certain controversies. The more acule 
among them tost their edge once there was 
a new government in France, foltowing the 
departure of dc Gaulle from the presidency. 
A few debates, however, have continued 
down to the zero hour and arc perhaps 
still being kept alive. One of them has 
concerned the dimensions of the scheme 
of SDRs. Here, the critical desideratum 
was to ensure that the SDRs were neither 
as plentiful as to act as an encouragement 
to inflationary national economic policies 
nor so insufficient as to defeat the very 
purpose of the scheme which was to estab¬ 
lish a constructive relationship between 
national currency reserves and the foreign 
exchange needs of growing world trade. 
The agreement now reached on the volume 
of SDRs to be created over the next 
three years is a compromise weighted 
slightly in favour of the more conservative 
approach. The US government had 
favoured a more liberal scheme and it may 
not bo difficult for it to return to the sub¬ 
ject once it has given convincing proof of 
the effectiveness of its monetary and 
fiscal policies in regulating the surplus of 
dollars in world trade. 

Falsa Plea 

Another dispute has been occasioned by 
the grievance felt in some quarters that the 
national quotas of SDRs do not do justice 
to the needs or claims of developing coun¬ 
tries. The Government of India has Joined 
in advancing this plea. I personally do 
not believe that there is much substance 
in this complaint. The SDRs are related 
essentially to the trading needs of the 
different countries. If they ai-e to be 
linked to development needs, they would 
lose their present and primary character* 
This is not a narrowly technical argument 
but an argument of substance. More 
harm than good is caused by confusing 
issues and sacrificing clarity of purpose 
to opportunism in such matters. All 
members of the world trading community 
stand to benefit both directly and indirectly 
through an amplification of international 
liquidity, which is the object of the scheme 
of SDRs. Our country too is bound to 
be a beneficiary in this way. 

Developing countries are the most vul¬ 
nerable to and, therefore, the worst suffer¬ 
ers. from any -recession in world trade. 


It is true that they do not profit as much as 
advanced economies do ftom the growth 
in world trade, but they, nevertheless, 
do profit to some extent, and, on balance, 
they certainly stand to gain a great deal 
from any international monetary arrange¬ 
ment which lessens the risks of a diminution 
or dislocation of world trade. In this 
view, it is not necessary for our country 
or any other developing country to be over- 
critical about the allegedly limited nature 
of the scheme of SDRs. This is all the 
more true because the separate i^'sue of 
development finance is certainly being 
conrtructively considered at world forums. 
Evidence of this is the Lester Pearson report 
to the World Bank. 

It would be worth the while of develop¬ 
ing countries to address themselves to the 
problems of development finance as an 


independent subject for intematioiial co-^ 
operation. There is every reason to^ 
believe that, although there have 
disappointments recently in the area of 
international economic assistance, the 
assisting countries will be inclined to 
review therr policies in a more helpful 
manner in the merging conditions of order¬ 
liness in international monetary trade 
relations. In this process, the United 
States may be expected to take the lead, 
all the more so because it is the monetary 
and central banking authorities of this 
country who have played the hero’s part 
in realising the two n»ajor reform* in the 
world monetary system, Wz., the two-tier 
price for gold and the SDRs. If, as a 
result, King Gold has been convertec^ into 
a constitutional monarch, much of the 
praise goes appropriately to the great 
American democracy. 


Public Sector and Project Planning 


S. 

THE^Jbasic tenets in programming in¬ 
dustrialisation in the public sector have 
already been determined. So far as the 
economic concepts are concerned, it is 
no more a battle of priorities, as it used 
to be in the first few years of organised 
state planning. We have learnt over the 
years that in piloting the country’s pro¬ 
gress, we do really have Knut Hamsun’s 
virgin soil upturned in all the sectors 
of economic activity. We need to moder¬ 
nise our agriculture and consolidate the 
small and medium-scale industries. At 
the same time, an expanding infrastruc¬ 
ture of heavy capital-intensive industries 
is required to be built up. 

Leeway to Make 

There is much leeway to be made up in 
all the three directions that we need 
a few successive plan periods to achieve 
even a partial solution of our national 
economic problems. It is to be recognised 
that this really is the strategy behind the 
fourth five-year Plan. This Plan, in its 
outlines of objectives, is comparable to the 
economic development programme of new 
Japan in the thirties. 

It is in this context that we must consider 
the reweighing of balances in the diflerent 
sectors of our planning programmes. 
Starting off from a period of basic econo¬ 
mic rehabilitation, we more or less con- 
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centrated on the development of heavy 
industries in the second Plan period, the 
emphasis finally having veered round to 
agricultural investments and agronomical 
enterprises. This is natural in view of the 
continuing crisis in food production for 
some time past and the consequent drain 
on foreign exchange due to import of food- 
grains. Only lately good crops have 
changed the situation marginally. 

This change in policy has, however, 
to be temporary. The swing towards 
industrialisation is unmistakable and huge 
industrial plants are certainly going to be 
established all over the country. We 
have a population prolific in its continual 
growth. That being so, industrialisation 
must come in big and sustained doses, 
not only to absorb surplus labour from 
agriculture, but also to serve other ends. 
There are three good reasons for it. Firstly, 
industry will sustain agriculture by using 
agricultural raw materials or producing 
tools and implements for agriculture. 
Secondly, industrial products will earn us 
foreign exchange and save us our precious 
agricultural raw materials now being ex¬ 
ported. Thirdly, a capital-intensive eco¬ 
nomy only can raise the level of our 
national income, after initial stages of 
gestation, to a respectable level. 

Industrialisation, even though recently 
slackened, will again pick up. While this 
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will happen in both public and private 
sectors, the number of industrial plants 
to be financed and administered by the 
central government and the states will be 
large. 

While, in order to keep these plants 
working to capacity, wagons and lorries 
and sometimes ships will be streaming 
in, bulk of the input wilt have to be carried 
by the railroad. Similarly, to a very 
considerable extent the output in the shape 
of finished, semi-fmtshed and ancillary 
products, will have to move on rails. 

This conclusion is based on two consi¬ 
derations. The plants that have already 
come into being have made heavy drafts 
on the railways; and railways in the role 
of national system of transportation have 
stood up to the demands made on them. 
This indicates that in the future as well 
we can rely upon railways for bulk of the 
transportation demand in relation to these 
plants. Secondly, the transport demands 
for these plants and factories—both for 
carrying raw materials and finished pro¬ 
ducts—will be so considerable that it will 
be within the capacity of only a national 
undertaking of the magnitude of the 
railways to meet the same. 

Anatomy of tho Problems 

This is a new challenge for Indian Rail¬ 
ways. First, every day, complete train 
loads of faw materials such as coal, iron 
ore, manganese, limestone, cotton, pig- 
iron and alloys, or at least three or four of 
these, will arrive at regular and irregular 
intervals. The number of such trains 
may be five, ten, twenty or even more, 
depending on the size of tho plant. They 
will have to be tackled, for obvious 
reasons, in a yard rather adLiacent to the 
plant. The work can never be billetted 
from a distant marshalling yard. Then, 
again, these train-loads will have to be 
placed alongside the different consumption 
pockets inside the plant area. This will 
have to be done in a way that the rolling 
stock has minimum possible idle time. 

In the plant area itself, there arc many 
problems. The sidings or spurs must be 
laid out in such a way that the intake and 
offtake of wagons never comes into con¬ 
flict. In other w'ords, there should be 
*e$capeways*, so that wagons do not attract 
in the process big demurrage charges. Se¬ 
condly, it should be possible for wagons 
to be transported wherever necessary from 
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one area to another without hold-ups. In 
other words, there should be fluidity in 
the movement of wagons. 

The transport bills paid by these plants 
are inflated by such infructuous expenses 
as demurrage accruing from idle time 
due to delayed or unscientific methods of 
unloading or due to wagons getting stuck 
up for w'ant of escape-ways in a badly 
laid out plant yard that does not make for 
fluidity in movement. In the case of 
certain plants in eastern India, the monthly 
demurrage bill being paid runs into lakhs 
of rupees. Such infructuous expenses 
enter in the pricing tabulations of the 
out-turn, as direct charges and also as 
indirect charges due to delays and disloca¬ 
tions. 

Basis of Fluidity 

The fluidity of rail transportation in 
and out of these plants, therefore, depends 
on two things: planning the rail-complex 
in relation to the plant and, secondly, 
operating this complex with the required 
know-how. 

Planning a rail-complex for a major 
industrial plant is no easy job. The input 
and output of traffic for the plant in terms 
of wagons will be as much as or even 
higher than what is normally dealt with 
in a marshalling yard of moderate size. 
It will, therefore, not be possible for exist¬ 
ing yard facilities available on the section 
to cope with the additional traffic. New 
or supplemental facility will have to be 
developed. This can be done in two ways. 
First, a new yard can be laid out, in an 
area adjacent to the plant, and this yard 
can absorb the new intake and offtake of 
wagons and attend to reception, despatch, 
marshalling and formation of trains. If 
in view of such a new yard an existing 
yard in the section becomes redundant, 
the latter should be scrapped, for marshal¬ 
ing yards at short distances do not in tho 
tong run make for efficiency, but retard 
speed and fluidity over the section. 

Alternatively, if the purpose can be 
served by remodelling an existing yard on 
a suitable scale, this should be attempted. 
But in such remodelling, one thing need 
be kept in mind. A patch-work yard, 
which looks like a country quilt and comes 
by mere additions of lines and spurs 
may create more difficulties than 
facilities. Such a patch-work yard may 
have more lines in reception and departure 
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yards, the sorting grid and the marshalting 
balloons, but it may retard the fluidity 
of movement, by creating bottlenecks 
and making inter-yard transfers difficult, 
involved and time-consuming. The effort 
in remodelling may, therefore, not only 
be disproportionate to the results achieved, 
but may bring, in its wake, a host of new 
operating problems. 

In remodelling an existing yard to suit 
the requirements of a major plant, this 
aspect of the matter should always be 
kept in mind. But if the existing yard 
itself has been scientifically laid out, with 
considerable elbow room on all sides, 
remodelling by extension &f facilities and 
improvements in technology will certainly 
be desirable. 

These aspects of planning have to be 
carefully considered while developing trans¬ 
portation capacity for a plant. In this 
the possibilities of future expansion of plant 
also should be kept in view. The assess¬ 
ment of transportation flows in and out 
the plant should be done realistically and 
also on a perspective basis. 

Work Site Programming 

Planning of that part of the rail-complex 
which will lie inside the plant area deserves 
no less deliberation and skill in operational 
geography. The experience so far gained 
points to the necessity of more care in 
this respect than has hitherto been 
noticeable. The accrual of huge demurrage 
charges has been, in most cases, due to 
haphazardly laid out sidings and spurs 
inside a plant. Thus in many projects 
or undertaking^! in east India that I 
visited, while considerable thought and 
planning have gone into the siting of 
workshops and factories, it is not so in 
the case in tho programming of yard 
facilities. In many cases new plants have 
been located cutting into several rail escape- 
ways, but suitable alternative by-pass 
lines have not been developed. The 
entire rail-complex inside the plant area 
is a jumble of sidings, run-rounds and 
spurs, many of which cannot be used now 
and most of which have become rather 
like deadends. Fluidity of traffic has been 
given up almost ail over. As a result, 
wagons suffer haphazard and Jong hours 
of detention. The monthly demurrage 
bill on an average does not go below a lakh 
of rupees. 

There is yet another aspect of cost- 
analysis for these plants. The oo$t of 
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Piotit Air Caigo 


If you don't use Air Cargo because you think its Now. if your particular product or 
expensive, you could be cheating yourself. market won't allow a complete switch 

Some of your profits could be lost on unnecessary exporting, you still needn't risk losing orders 

inventory, warehousing, packaging, labour and through late deliveries. 

insurance. You can take advantage of air cargo's speed 

Air cargo is not as costly as it first seems, because bOAC's Air/Sea Mix Plan. You send the bulk 

transport costs are not really a true indication of 5y but bu.ld an allowance into your costing 

these tofoldistribution costs. Also, because air cargo systorn to ure air m emergencies. The extra cost is 

gives you faster delivery, you get a faster saie and a offset by spioeding a over every unit you export, 

faster return on your invectment. Discuss the potential gt air cargo exporting with 

Customers are impressed, further orders are loca* BuAC Cargo Office. 

enccjraged. Suddenly new markets are epened to you. owe it to vo^r profits. 
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Viscose Rayon is a versatile fibre* and fabric-making is Just one of the many 
uses to which it can be put. Rayon fabrics are not only attractive, cool and 
comfortable to wear, but are also conducive to good health. They have become 
increasingly popular all over the world owing to their Inherent qualities 

of softness, absorbency and easy drape. 



Not content with producing rayon yarn equal to the highest 
International standards. Century Rayon is engaged in continuous 
research at its own pilot plant in order to improve even 
further the quality of its yarn, and to diversify its products. 


CENTURY RAYON Industry Houss, CHurcheats Rsclamatlon, BOMBAY-20. 
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transportation up and cDters the 

pricing of the ouMurn due to incr^ng 
charfijM paid on idle time on wagons, 
infnictuous and cri!»s^cross movements of 
loads, wagons remaining under-load for 
long hours due to slow and ineffective 
removal and clogging up of unloading 
space, empties lying idle on the loading 
spurs due to lack of co-ordination between 
production lines and loading points und, 
above all, due to absence of a system 
of scientific stock controlling of wagons. 

Undetirmble Practice 

Operating a railway yard is a specialised 
and technical process, requiring the requisite 
training, experience and know-how. In 
many plants administering the rail-complex 
has been left to the care of officials who 
have been drawn from state transport 
departments, city transport authorities 
or similar other concerns. In these cases, 
therefore, operating the rail-complex has 
continued to remain a rule of thumb. 
This is undesirable. The railways in 
India have been carrying since Indepen¬ 
dence an unprecedented and increasing 
volume of transportation with a continually 
sustained momentum. This they have 
been doing in^thc face of huge rehabilita¬ 
tion and development work. Operating 
skill on the railways has been favourably 
commented upon in many quarters, in¬ 
cluding teams of foreign experts from the 
World Bunk and elsewhere. The latest 
testimonial has been underwritten by a 
Committee on Ports, comprising of 
specialists from the UK, the USA 
and the continent appointed by the 
Ministry of Transport and Shipping. 
This committee, impressed by the 
competence and pcrfonnance of the 
Indian Railways, has suggested that all 
port rail-complexes in the country should 
be handed over to the railways. There is, 
therefore, every justification to obtain the 
necessary operating skill from the railways 
and make these rail-complexes work 
with clock-like precision. 

There is today an inadequate apprecia¬ 
tion of the craB of railway planning in 
g^eral, and yard planning in particular. 
Planning a yard complex for a plant 
would require skilful tabulation of a 
substantial volume of data, both facts 
and figures, by the specialist. While the 
requirements of the plant, both for today 
and tomorrow, should be accurately 
assessed, the plans for expansion on the 
existing, ancillaiy and new lines of pro¬ 
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duction should a Iso be taken into view'. At 
present railways’ collaboration is obtained 
in faying a new yard or in re¬ 
modelling (in existing yard to serve the 
plant from outside. This is not good 
enough. The numerous sidings that flow 
into the plant area and more so, the entire 
rail-complex inside the plant area, must 
be planned and laid out only with the 
assistance of the railways’ know-how. 
This being a specialist’s job, there should 
be no difficulty in obtaining the requisite 
help in men and skill from the railways 
which is also an undertaking in the public 
sector. 

This is consistent with the latest trends 
in thinking in responsible quarters. The 
government is considering the formation 


THE engineering sector carries nearly 
one-fourth of the total weight assigned to 
all industries on the basis of their relative 
contribution to the net domestic product 
for the purpose of computing the official 
index of industrial production. This 
reflects its key position in the overall growth 
of the industrial economy. 

It has been envisaged that industrial 
production w'ould show an average annual 
increase of 8 to 10 per cent during the 
fourth Plan. This would require an appre¬ 
ciably higher rale of growth in the output 
of the engineering sector. An attempt 
has been made in this article to bring out 
the trends in engineering production so 
as to highlight the present shoitfalis in 
order to modify the current policies and 
programmes to ensure the achievement 
of the desired rate of growth in industrial 
output during the period 1969-74. 

Ind»x of Production 

However, before analysing the trends 
in current engineering production, a bird’s 
eye view of the development and changes 
over the past few years will be useful and 
helpful too. For this purpose, a study of 
the index of industrial production for the 
period 1961-68 is essential. In Tabic I (p. 
738) an engineering group index has been 
computed in the manner explained in its 
footnote and the percentage change over 
the previous year calculated for each 
year, both for engineering group and all- 
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of a ‘management pool’ to plan, operate 
and administer the public sector units at 
different levels. A cabinet sub-committce 
is also reported to have discussed some 
suggestions on how people should be 
selected for the management pool. In 
this context, the immediate need for draft¬ 
ing the planning and operation of the rail- 
complexes in the public sector plants 
assumes sufficient importance. 

Indian Railways are a colossus and it 
should be possible for them to take on this 
extra burden of planning and operating 
some hundred and odd yard complexes. 
Railways and these plants being both in 
the state sector, such How of assistance 
is in the overall interest of our industrial 
development. 


industries. The following characteristic 
features arc discernible: 

(t) Over the third five-year Plan and the 
three succeeding annual plans, engineering 
industries achieved an average annual 
increase of 9.8 per cent in production 
against the overall rise of 6.2 r>er cent 
in industrial output as a whole. 

(ii) During the period 1961-68, engineer¬ 
ing production in the years 1966 and 1967, 
suffered an absolute fall of 6.4 percent 
and 2.2 per cent respectively, resulting 
in the decline of overall industrial growth 
rate by 0.8 per cent and 0.3 per cent. Thus, 
the fall in the engineering sector’s produc¬ 
tion affected adversely the industrial output 
growth rate, as did the rise positively b\ 
raising it. Both the rise and fall were 
greater in the engineering sector than in 
all-industries during 1961-67. 

(iii) In 1968, for the first time, the rise in 
engineering production (5.1 per cent) was 
lower than in all-industries (5.9 per cent). 
The engineering group index at 205.3 
in 1968 was however still about 4 per cent 
below the peak level (213.4) of 1965. 
The general index, on the other hand, 
at 160.9 in 1968 showed a rise of 4.7 
per cent over the peak 1965 le\cl (153.7). 

(iv) The decline in growth rale occurred 
first in 1963; it went through 1964 in engi¬ 
neering but not in all-industries; and it 
picked up a little in 1965 both in engineer¬ 
ing and all-industries. While minor fiuctua- 
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tions in engineering production did not 
afTect the overall industrial output, the 
major ones did. 

(V) The rate of growth in engineering 
production varied*from one sub-group to 
another, being the highest in machinery 
except electrical, followed by transport 
equipment up to 196^ and electrical machi¬ 
nery thereafter. The production of trans¬ 
port equipment continually fell during 1966- 
68, while that of machinery except electrical 
recorded a fall in production only once 
in 1966. So did the basic metal industries 
in 1967; but metal products which had a 
steady rise in production up to 1966, 
sufTered a fall both in 1967 and 1968. 
Electrical machinery was the only sub-group 
that maintained steady and uninterrupted 
rise in production throughout the period. 

fn the first quarter of 1969 (January to 
March) the engineering group index at 
224.7 recorded a rise of 8.9 per cent over 
the corresponding quarter of 1968, of 3.5 
per cent over the preceding quarter, i/r.. 
the last quarter of 1968, and of 9.4 per cent 
over 1968 as a whole. Thus, for the first 
lime, in the first quarter of 1969 it crossed 
significantIv over the peak level of 1965 


the increases in some of the previous 
quarters being marginal. The general 
index, on the other hand, at 171.5, in this 
quarter, showed an increase of 7.7 percent 
over the corresponding quarter of the last 
year, of 3.6 per cent over the preceding 
quaiicr and of 6.6 per cent over 1968 
as a whole. In short, the recovery ir 
industrial production, in engineering parti- 
culart>, that started in 1968 has been 
carried forward at a higher rate in the first 
quarter of 1969 so that not only did it 
complete itself but took a step forward 
towards |>ositive growth. Thus, the growth 
rate in engineering has again started leading 
the overall industrial growth rate. 

Trend! In Production 

The recovery in indiisrrial production 
in 1968 and the acceleration in 1969 should 
however be studied minutely and in detail, 
both at shorter invervaJs and with respect 
to the principal branclKs of engineering. 
Table f! gives trends in industrial produc¬ 
tion from the quarter January-March 1967 
to the quarter January-March 1969. 

Highly interesting results emanate from 
the analysis of index of industrial production 


made in Table If. Not only does it bring, 
out clearly the close inter-relationship that 
exists between engineering production and 
overall industriul growth but also the inters 
csting variations from quarter to quarter 
and in relation to the corresponding quarter 
of the preceding year, for each of the lead* 
ing branches of engineering. The salient 
features that arc observed arc as follows: 

(1) in 1967 the production was down¬ 

ward in all the five engineering groups in 
the subsequent quarters compared to the 
first quarter of the year. The fall in engi¬ 
neering production was, however, greater 
in the second quarter of t^e year than in 
the subsequent quarters. The range of 
fluctuation in output also varied from one 
sub-group to another, being the highest 
in metal products'and the smallest in elec¬ 
trical machinery. With a downward 
trend in engineering production, overall 
industrial output w'as also cast downward 
after remaining in a state of stagnation 
for a while. * 

(2) Even though in the first quarter of 
1968 engineering pn-Kluction recorded a 
rise of 10.1 per cent over the last quarter 
of 1967, it wa.s lower by ,3.3 per cent com- 


Tabi p I 

INDEX OF INDLSTRIAL PRODUCTION 


(Base : I960»10()) 


Engineering 


Metal 


Period 

Basic 

metal 

industries 

products 
except 
machinery 
and transpoil 
cqiiipmeni 

Machinery 

except 

electrical 

Electrical 

machinery 

apparatus, 

appliances, 

etc. 

Transport 

equipment 

Engineering 

group 

0/ 

/o 

Change 
over the 
previous 
year 

All 

industries 

% 

Change 
over the 
previous 
year 

Weights 

7.38 

2.51 

3.38 

3.05 

7.77 

24.09 


100.0 


1961 

118.7 

112.4 

121.2 

110,0 

116,7 

116.6 

16.6 

109.2 

9.2 

1962 

143.0 

116.3 

150.2 

130.3 

J49.9 

141.8 

21.6 

119.7 

9.6 

1963 

171.7 

130.4 

181..3 

153.0 

156.7 

161.5 

13.9 

129.7 

8.4 

1964 

174.4 

145.8 

215.7 

174.2 

192.1 

182.9 

13.2 

140,9 

8.6 

1965 

180.1 

205 

316.0 

204.4 

206.3 

213.4 

16.7 

153.7 

% 

9.1 

1966 

189.6 

208.4 

291,2 

225.1 

156.4 

199.7 

6.4 

1.52 4 

--0.8: 

1967 

181.8 

192,1 

299.3 

243.4 

144.9 

195.3 

2.2 

151.9 

-0.3 

196:? 

193.7 

181.2 

.327.0 

277.5 

142.9 

205.3 

5.1 

160.9 

5.9 


;V.^. 7 he engineering group index has been computed by multiplying the individual sub-group’s index by its weight, adding the 
products of all the sub-groups thus obtained and dividing the stime by the total of weights allotted to the engineering group. 

Source : C.S.O. (I. S. Wing), Calcutta. 
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pared to the corresponding quarter of the 
preceding year. Notwithstanding the rise 
of 7.5 per cent and 3.2 per cent contributed 
respectively by electrical machinery and 
machinery except electrical, the level of 
engineering production in the first quarter 
remained low in relation to the corres¬ 
ponding quarter in 1967 because of the 
decrease of 12.7 per cent in case of metal 
products, 9.1 per cent in case of transport 
equipment and 4.9 per cent in case of basic 
metal industries. The second quarter of 
1968 was more crucial in that engineering 
production went further down both in 
relation to the preceding quarter and the 
corresponding quarter of 1967, the fall 
being steeper in the former case than in 
the latter. This contributed to the absolute 
fall of 0.9 per cent in the general index 
during the first quarter of 1968 though it 
was up over the corresponding quarter of 
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1967. Thus, the first half of 1968 continued 
to witness a fall in engineering production 
in continuation of the downward trend 
both in 1966 and 1967. It is the third and 
the fourth quarters in the latter half of 
1968 that saw significant increases in pro¬ 
duction not only In engineering as a whole 
but also individually in all the five sub¬ 
groups of engineering. This led to the 
rise in industrial output as a whole. 

13) Although the first quarter of 1969 re¬ 
corded a further rise in engineering produc¬ 
tion the increase being 8.9 per cent over 
the conesponding quarter of 1968 and 
9.4 per cent over 1968 as a whole, the rate 
of growth showed a fall being 3.5 per cent 
as against 4.7 and 10.4 per cent in the 
fourth and the tliird quarter, lespcctively 
of 1968. it is this downward slide in the 
growth rate that should caution us in the 
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optimism over the rise in the current engine 
ering production. As will be noticed, in- 
spitc of appreciable increases recorded by 
most of the engineering groups in this 
quarter, transport equipment production, 
which is tJic most important in the engineer-^ 
ing sector, went down by .3.2 per cent 
over the corresponding quarter of 1968 
and by 4.0 per cent over the preceding 
quarter. As a result, the growth rate in 
industrial output in this quarter fell to 
7.7 per cent from 9.6 per cent in the 
previous quarter. 

If the current indications are any guide, 
it appears that shortage and delays in the 
supply of essential raw' inatcriuls and 
components etc. have l^guii to cause bottle¬ 
necks in production in certain branches of 
engineering. Supply of raw materials etc on 
a regular basis and in adequate quantities 


Tabi r H 

TRENDS IN INDUSTRIAL PRODUCTION 


(Base : 1960x=100) 


Period 

Basic 
^ metal 

industries 

Metal 

products 

except 

machinery 

Sl transport 
equipment 

Machinery 

e.xcepl 

electrical 

machinery 

Electrical 

machinery 

apparatus, 

appliances, 

etc. 

4 

Transport 

equipment 

Engineering 

group 

y 

Change over All 

the previous industries 
period 

% 

Change over 
the previous 
period 

Weights 

7.38 

2.51 

3.38 

3.05 

7.77 

24.09 

100.0 



1967 


Jan-March 

197.6 

208.0 

324.5 

250.6 

167.7 

213.5 


151,2 

,, 

April-June 

172,0 

215.3 

302.3 

237.8 

139.3 

192.6 

^9.8 

152.6 

0.9 

July-Scpt. 

179.5 

159.2 

289.6 

239.7 

139.4 

187.6 

—2.6 

152.7 

O.l 

Oct.-Dec. 

178.1 

185.9 

280.9 

245.3 

133.2 

187.4 

-0.1 

151.1 

—1.0 

1968 

Jan.-March 

188.0 

181.6 

.334.9 

269.5 

151.1 

206.4 

10.1 

159.2 

5,4 

April-June 

183.5 

185.9 

297.5 

235..5 

126.0 

187.8 

—9.0 

157.7 

—0,9 

Jiily-Scpl. 

192.7 

172.4 

350.4 

278.8 

142.2 

207.3 

10.4 

161.5 

2.4 

Oct.-Dec. 

208.2 

186.5 

327.0 

306.2 

157.3 

217-0 

4.7 

165.6 

2.5 

1969 

Jan.-March 

216.3 

195.6 

370.8 

307.0 

146.3 

224.7 

3.5 

171.5 

3 6 

Percentage variation in 1968 over 1967 

1st Quarter (—) 4.9 (—) 12.7 

3.2 

7.5 

(-) 9.1 

( ) 3.3 


5.3 


2nd 

6.7 

(-) 3.7 

() 1.6 

(-) 1.0 

(-) 9.6 

(-) 2.5 

.. 

3.3 

• 

3rd ,, 

7.4 

8.3 

21.0 

16.3 

2.0 

10.6 


5.8 


4th 

16.9 

0.3 

16.4 

24.8 

14.3 

15.3 


9.6 

.. 

Percentage variation in 1969 over 1968 

Ist Quarter 15.1 7.7 

10.7 

13.9 

(-)3.2 

8.9 

— 

7.7 
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at reasonable prices must be arranged so 
thut the present downward slide in engi¬ 
neering tjroduclion is arrested and there 
is positive growth rate in production 
quarter by quarter, and year by year. 

For realising the current year’s export 
target of J10 crorc rupees the Ministry of 
Foreign Trade has indicated, that 3 85 
lakh tonnes of foundry pig iron and rolled 
mild steel would have to bo made available 
to the engineering industry. As part of the 
stiatcgy to insulate export production from 
the shortage of essential raw materials, 
the central government has decided to 
import 60,000 tonnes of mild steel plates. 


rupees. This is rig^ 
point of exports, -put, as ■everyone knows^ 
engineering industries continue^, > 
have large idle capacitiQ^^ thcf 

domestic demand is reviving, the industry 
needs increasing r^w materials to work to 
its full capacity. Jo the extenl wc can 
feed the engineering industry with increas¬ 
ing quantities of raw materials and com¬ 
ponents would the ^production rise and 
economics of scale be realised which 
would not only accelerate the tempo of 
industrial development but also ensure the 
stable growth of the ^ginccring sector and 
add to its competitive strength to be able 
to export. 


both hot and cold, at a cost of six crorc 

Fertilizer Use in Changing Agriculture 

dr T- K- CHOWDHURY ‘ 


IN a developing counlr> such as ours, 
where two-thirds of the population are 
tai-mcrs and agriculture is the mainstay of 
the economy, it is most urgent to increase 
farm production and income. Farmers 
have not only to feed the rapidly increasing 
population but also to accuirtulate capital 
thereby increasing per capita income, 
provide taw materials and raise surplus 
resources for economic development of 
the country. 

The continuous exploitation of soil m 


years shows that it has won the confidence 
of farmeis as a means ctyiducive for higher 
profit. 

The high-yiclding varieties programme 
was introduced for (he fir^t time in the 
year 1966-67. Introduction of improved 
seeds and liigh-yielding varieties boosted 
fertilizer consumption since.they are highly 
responsive to higher level fcrtilij^r use. 

This article attempts Ip analyse and 
highlight the various contributory 


factors that woukl help the fertiliser 
promotional ur , 

f^Featilizer;) use ir a complex'peooess. Tt 
difers greaH poeslbilities if utilised in a 
scientific way but poses great dangers if 
its iLse in soil is not in right quantity and 
in the right way. This costly and scarce 
resource has to be used ratioottlQr 
balanced ratio lacCoidin^TtS.IHe^plfmt'^e^ 
nutrient. .A-pps andl| 

avaiIalAe:eislwiltB^et«li|^ It i# 

howeverjjpedttwuy, IdTcrcatfe'^if^cptiMte 
frame .Gif;imitid;imlllo^dGaTm^ 
use 

fcrtillfcer rMhidj: ii]^6h()eeqaojfhi4icai:>^bife 
from his a^itPblisSiedtebks asidkiittxliides.^ < 
The advanta|^3bf^bi!hQfit-^oSf 
crucial factor in offei^iltt? 

use which entails extra 
expected to be followed by 
produce to more than cover the extra 
scs involved. The farmer as a business¬ 
man has got the delicate technical task of 
scrutinising the extent of investment on this 
item of input and miriimising per unit cost 
of production. The economic inccnti^<i 
is the main driving force, hence it is to be 
, i ncy Igaied i n the farmer through demonstra¬ 
tion that more profit can be realised from 
the farm l>y the efficient and effective use of 
ferjilizers. Application of fertilizer usually 
results in (a) increased yield of ^raip; 
(b)Jncrea^cd yield of by-product*; (c> 
improved quality of the produce (this 


the past without adequate attention to the 

management of soil fertility has resulted 
in gradual exhaustion of plant nutrient 
from the land. This remained a major 
weakness at our agricultural front. With 
the introduction of high-yiclding and im¬ 
proved varieties along with adequate and 
proper package of practices, the prospects 
of higher production per unit.area have 
brightened. Chemical fertilizers arc be¬ 
coming indispensable in this process of 
accelerated transformation. Our farming at 
the moment is moving through a iransitic nal 
phase, /.c., “from a way of life” to a highly 
competitive business. The technological 
breakthrough in agriculture need? more 
capital investnient to make it a piofilablc 
proposition. ' The rate of incicase in 
investment in the variable costs is pheno¬ 
menal and this is mainly due to the use of 
chemical fertilizers by the farmers. Tables 
I and II show- the trend of fertilizer cOii- 
sumplicn and area under improved and 
high-yiclding varieties in our country. 


TAin.F'l. 

TREND OF ^FERTILIZER CONSUMPTION IN INDIA 

(’OCX) metric tons) 


Particulars 


1952-53 1955-56 1960-61 1965-66 1966-67 1967-68 


Nitrogen 

Phosphates 

Potash 


57.8 ro7.5 '‘ ifi.y 8.10.2 

4.5 13.0 53.1 1.14.1 274.6 43,8,. J 

..2?.0 S'i.6 1.13.7 . 2rt!l.7 

e.KC i.lTn (T.jS^n’ . 


Solirci- ; /() tilher Staiiitics, UP Agj^^uUuriil ljlryv,^rsi(y, Pantna^^^^ 

tal; P. 147 . ^ 


Table If 

AREA UNDER IMPRO^ AND ^IlfipYIEL^H^^ VARIETIES 




(In million 


Particulars 


' ' ' ' 1960-61 1965-68 1966-67 1967-68 


Area under improved seeds .. .. 49.5 

Of which, under high-yiclding variety .. .. 


112 115 125 

4.6 15 


The increasing use of fertilizers over the 
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De HaviUand DH~9—the first KLAf plane used in 1920 


m 


He’w had 50 colourful years 
of growing up with aviation 


Thanks to you^ our most valued 
customer ; For without your en¬ 
thusiasm and undaunted spirit of 
adventure, what could we have 
achieved? 

Right from the day KLM—the 
world’s first airline —was founded 
by Late Dr. Albert Plesman on 
October 7, 1919, your confidence 
in us has been great, paving the 
way for the sleek, efficient airline 
of lo-day. 

From the modest ‘2-seatcr DH-9s 
of the twenties when we had to 
help the passengers into heavy 


leather coats to the giant 227-seater 
Super DC-8 jets of the present day 
when our cabin stafif assist the 
passengers in taking off their coats 
— fromthefirst aircargoofa bundle 
of newspapers carried in 1920fromL 
London to Amsterdam to a daily 
average of 275,300 kgs. carried all 
over the world —we’ve indeed 
come a long way. 

The future promises to be as fas¬ 
cinating as the past has been. The 
planes of tomorrow will be bigger, 
more comfortable and still more 
sophisticated.To be soon followed 
by the supersonic aircraft, opening 


up a wonderful world of aviation 
for you. 

On this historic occasion of our 
Golden Jubilee* marking 50 years 
of leadership in civil aviation, we 
would like to record our deep 
appreciation for all that you’ve 
done for us and would once again 
say “Thank you”. 


^ 1 ^ 

1919 50 1969 


Super DCS jet—first Introduced in India by KLM. 
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lie)j)sffl|S»tchiiifhigtwrprlcetn thi«inark«t); 
Mtd (d) maturity—in some cases maturity 

is hasitned whereas ih others it is delayed. 

^ . 

Lm«ring fertilizer prices is one of the 
means to promote the use of fertilizer. At 
present fertilizers are mainly being used by 
large-size farms in limited area on high- 
yielding and improved varieties only. Low 
prices would attract small and economi¬ 
cally non-viablecultivators to fertilizer use. 
This would help in generating more income 
and subsequently greater use of Fertilizers 
as, according to 7//(? Statesman (January 1, 
1969), more than “20 million farmers have 
less than one hectare of farm each and 
almost another 20 million have farms 
between one and three hectares. Together 
the two groups cover 75 per cent of the 
■country’s farms and 30 per cent of the 
cultivated laud. 

High Prices 

The existing fertilizer prices in our 
country are high when compared to most 
•other countries. The retail price of nitro¬ 
genous fertilizers in Pakistan is about 
half of what prevailed here in 1966-67. 
It is unfortunate that 1969-70 budget of 
the central government has further :iggra- 
vated the problem by levying an excise of 
10 per cent ud valorem on all fertilizers. 
Consequently, the fertilizer prices have 
further increased . 

The introduction of high-yielding varie¬ 
ties boosted the fertilizer consumption 
since they are highly responsive to higher 
levels of fertilizer use. In 1968-69 there 
were 21 million acres under HYV. The 
area under HYV is expected to go up 
by 39 million acres making a total of 60 
million acres (25 million acres under paddy, 
15 million acres under wheat and 20 million 
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acw under maize, jowar and bajm) and 
under multiple-cropping programme by 
25 million acres during the fourth Plan. 
The increasing area under HYV should 
correspondingly increase the use and 
demand for chemical fertilizers. 

The use of fertilizer to a great extent 
hinges on the availability of assured irri¬ 
gation. The all-India average shows that 
only about 20 per cent of the total area is 
under irrigation in the country which in 
no way can be called satisfactory. The 
fullest scope for expansion of irrigation, 
major and minor, has to be explored. This 
would facilitate a more extensive use of 
fertilizers. 

Retearch Work 

In a dynamic agriculture, where new 
techniques and innovations are being cons¬ 
tantly developed the application of fertilizer 
on a large scale has to be worked out 
through continuous research work. 
The rate of application of fertilizers 
is mainly dependent on (i) the response 
fimction, (ii) the input prices and (iii) 
the product prices. 

Since it has been proved beyond doubt 
that fertilizers can help in increasing food 
production to a great extent the govern¬ 
ment and the planners have diverted their 
attention and care towards fertilizer con¬ 
sumption and production. Table 111 
gives the targets of fertilizer consumption 
and production for the decade 1969-70 
to 1978-79. Tt is planned that by 1973-74 
the entire demand for fertilizers should 
be met through internal production. 

The government has realised that market 
development is of paramount importance 
to maintain the rate of effective consump¬ 
tion of fertilizers. This has resulted in go¬ 
vernment giving permission to the private 
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industries for establishing their own dis¬ 
tribution arrangements. The difficulties 
faced by farmers in procuring fertilizers 
at the right time and proximity of .selling 
points could thus be overcome In future. 

The Agricultural Extension Service in 
India has played an important role in 
educating the farmers and changing the 
concept of agriciiliurc in their mind. The 
impact of fertilizer use was also conveyed 
for the first time by the extension service. 

Promotion Activity 

Rut the responsibility for increasing the 
tempo of growth in fertilizer use cannot 
be left on the Agricultural Extension Ser¬ 
vice alone. The feniii/er industries and 
the agricultural universities must come 
forward to promote the use of fertilizers 
by carrying information to farmers, 
through demonstration in fields, proper 
instructions regarding its use and 
application, exhibitions, fertilizer festivals 
etc. It may be remembered that many 
new products fail to make headway 
not because they offer little or no valuable 
benefits but because of lack of communica¬ 
tion to the prosr>ective customer. In the 
fertilizer sales promotion activities two 
categories of farmers have to be dealt w ith 
v/r, (i) user of fertilizer and (li) non-user 
of fertilizer. Winning the confidence of the 
non-users is only a matter of time. Either 
(he proniotionai activities of the various 
agencies or the experience of the neighbours 
will ha\e its impact on the non-aser sooner 
or later. The growth of the fertilizer 
industry and its continuing prosperity 
depends to a great extent on well-informed 
farmer-customer. 

In the history of our agriculture capital 
requirement has never been as high as it is 


Table III 

TARGETS OF CONSUMPTION AND PRODUCTION OF FERTILIZERS 1969-70 to 1978-79 

(Million tons) 


Particulars 


1969-70 

1970-71 

1971-72 

1972-73 

197.3-74 

1974-75 

1975-76 

1976-77 

1977-78 

1978-79 

Target of consumptiofi 
Nitrogen 


2.0 

2.40 

2.78 

3.22 

3.73 

4.32 

5.00 

5.50 

6.04 

6.64 

Phosphates 


0.8 

1.00 

1.20 

1.44 

1.74 

2.08 

2.50 

2.75 

.3.02 

'3.11 

Potash 

,, 

0.55 

0.70 

0.82 

0.95 

1.11 

1.28 

1.50 

1.66 

1.85 

2.05 

Estimated produciicm 
Nitrogen 


0.92 

1.42 

1.93 

2.67 

3.67 

4.31 

4.96 

5.49 

6.01 

6.61 

Phosphates 

•• 

0.46 

0.53 

0.87 

1.27 

1.72 

2.08 

2.49 

2.81 

3.07 

3.30 


Source : National Investment and Financet December 1968 P. IV. 
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today, With the introduction of techno¬ 
logical developments in agriculture and 
the use of such costly inputs as fertilizers, 
improved seed, assured irrigation etc, the 
problem of credit requirement is interlinked. 
It is estimated that in 1973-74 about one 
thousand crores nf rupees will be required 
for fcriilizer transaction alone. This grow¬ 
ing demand for credit for fertilizer has to 
be met promptly in order to increase its 
use. Already commercial banks have 
come forward to meet the credit needs of 
the farmers. It is to be assured that with 
the help of co-operativesand commercial 
banks the credit needs of the farmers are 
met to a large extent. 

Farm planning and budgeting has 
a'fSumed special significance in the context 
of the new strategy of intensive development 
of agiiculturc. The level of technology 
which assures higher yield and income 
from a crop might not be readily available 
to the farmer. Under such circumstances, 
the problem is how to maximise farm in¬ 
come through organisation and operational 
changes within the limits of existing 
resources. A farm plan envisaging 
combination of resources and enter¬ 
prise would help in organising the 
farming business on the right lines. Thus 
adoption of a scientific method of farm 
pKmning and budgeting would contribute 
to nn increased use of chemical fertilizers. 

M«agr« Rlt« 

The introduction of fertilizer in our 
agriculture in a planned manner was 
mooted in 1950-51. After 15 years of plan¬ 
ning, in 1966-67 the rate of fertilizer con¬ 
sumption was a meagre eight kg per hec¬ 
tare, against the world average of 34 kg. 
As against this the per hectare fertilizer- 
use in other countries is 71kg in the USA, 
165 kg in France, 185 kg in Korea, 270 kg 
in Taiwan, 354 kg in Japan, 503 kg in 
New Zealand, 520 kg. in Belgium and 610 kg 
in the Netherlands. On the basis of per ca¬ 
pita consumption also, fertilizer use is very 
low in our country at two kg against the 
world average of 18 kg. It is 65 kg in 
the USA, 68 kg in France, 107 kg in 
Denmark, 21 kg in Japan, 154 kg in New 
Zealand, 63 kg in Belgium and 36 kg in 
the NetherlandsS. 

Asking the farmer in our country to 
adopt commercial farming implies dis¬ 
carding the long chcrised convictions and 
habits, sacrifice of autonomy, increased 
invcNtmcnt, and his exposure to greater 


risk and uncertainties. Naturally, there¬ 
fore, in the held of agriculture innova¬ 
tions take more time to convince the 
prospective user of the advantages of such 
change?. The dissemination of information 
regarding the advantages of the use of 
chemical fertilizers thus is a slow process. 
The significant role of chemical fertilizers 
in increasing agricultural production has 
to be communicated regularly to all sec¬ 
tions of farmers. 

Development of market for fertilizer is 
of paramount importance from the 
point of view of industries, farmer’s interest 
and achieving nation’s goat. The distri¬ 
bution systehi has to be strengthened and 
oriented to both pre-«ale and post-sale 
service. 

Farm Cottinf 

Farm-costing is basically a progressive 
process and is useful at all stages of farm 
development. When properly organised 
it can be suited to the needs of the farmers 
who arc turning from traditional to more 
modern ways. The role of research 
centres in developing farm-plans and 
budgets in different farm situations cannot 
be overemphasised. Scientific farm-plans 
developed with adequate and careful atten- 
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ilon would help farmers in locating the 
different input requirements for maainfiislng 
income. Thns fhrm-^ofting should form 
an important factor towards fertilizer use. 

Since economic incentive is the important 
striking force towards the use of 
fertilizer, the benefit-cost ratio has to be 
w'orked out through research. As high 
and rising prices are not conducive to 
expansion of fertilizer use, there is an 
urgent need to find out devices which will 
help in lowering the fertilizer price in future. 

Need for Research 

Changing technology necessitates deve¬ 
loping continuous and regular research by 
the agricultural universities and govern¬ 
ment research institutions in the optimum, 
use of fertilizer. In educating the farmers 
in the uses of fertilisers, the joint efforts of 
government, agricultural universities, and 
industrial units will play a decisive role. 

The Indian farmer has shown consider¬ 
able dynamism and amazing cost and price- 
consciousness in recent years. This lis 
encouraging and calls for special and 
continuing effort on the part of go- 
vernmmt, research centres, extension 
agencies, agriculture universities and indus¬ 
tries to further foment this consciousness. 
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DEVELOPING COUNTRIES’ SHARE OF WORLD MARKETS 

JOSSLEYN HENNESSY 


LONDON: 

IN th^ lirst hall* of the United Nations ‘‘Development decade” 
from 1960 to 1970, annual growth in the non-European developing 
countries was 4.5 per cent. The decade’s target of 5 per cent 
annual average is thcicforc still to be attained hut, given the 
population explosion in developing countries, even full altalnmcni 
would be a poor tumoui. 

The developing countilcs were counting on exports to be a 
principal source of growth. Expansion of w'orld exports did 
accelerate in the sixties: the average annual growth rate lose 
from 6.4 per cent in 1955-60 to 8.1 per cent in 1960-66. After 
weakening temporarily— annual growth was down to 5.2 per ccni 
in 1967-growth is expected to have been considerable in 1968. 
It is hoped that it will attain 10 ^Tcr cent. This overall develop¬ 
ment has been lavourabic but it marks a change in the regional 
pattern of trade to the disadvantage of developing count^ic^: 
growth of developing countries* exports was lower than that of 
w'estern industrialised and communist countries. This was in 


spite of an acceleration of developing countries* export growth 
from ^.8 per cent in 1955 to 6.1 per cent from 1960-66. Western 
indust] iaii.scd countries* share of world exports rose from 61 
per cent in 1950 to almost 70 i^er cent in 1966. The communist 
countries raised their share from 8 per cent to an acceptable 11 
per cent, whercas the developing' countries* .share fell from 31 
per cent to 19 per cent. 

Statistics on world exports also show that trade between western 
industrialised countries iiKreased in importance after 1950. There 
w'as a similar strong trend for the communist countries at first, 
but this weakened after the mid-fifiics. By 1966 this rafio had 
fallen to 60 per cent. Trade between developing countries did 
incieasc in absolute tcims, but as a ratio it fell considerably after 
1950 and in 1966 it was only about 4 per cent of world trade and 
less than 21 per cent of developing countries own total exports. 
Developing countries* intra-lradc was ihercfcrc even less impor- 
fant than at the beginning of the fifties. 

FfTorls to incix^sc developing countries’ participation in the 
international division of labour and to stimulate their economic 


TAHtK I 

REGIONAL PATTERN OF WORLD EXPORTS 


Billion US H In per cent of world exports In per cent of region’s cxporl.s 



1950 

1955 

1960 

1966 

1950 

1955 

I960 

1966 

1950 

1955 

I960 

1966 

Exports by western indus¬ 
trialised countrie.s 

35.5 

60.4 

85.5 

141.5 

61.0 

64.6 

66.9 

69.5 

100.0 

100.0 

100.0 

100.0 

Destined for : 

Western industrialised 
countries 

23.9 

42.1 

60.3 

105.7 

41.1 

45.0 

47.2 

51.9 

67.3 

70.2 

70.7 

74.9 

Communist coiimrics 

0.9 

1.3 

3.0 

5.8 

1.5 

1.4 

2.3 

2.9 

2.4 

2 2 

3.6 

4.3 

Developing countries .. 

10.8 

16.7 

21.8 

29 5 

18.6 

17.9 

17.1 

14.7 

30..3 

27.6 

25.7 

20.8 

Exports by communist . 
counti ies 

4.7 


15.0 

33.1 

8.1 

10.1 

11.7 

11,4 

100.0 

100.0 

100.0 

100.0 


Destined for : 

Western industrialised 


countries 

1.6 

1.7 

2.8 

5.6 

2.7 

1.8 

*> ■> 

2.8 

34.7 

18.8 

. 18.9 

24.9 

Communist countries 

2.4 

6.9 

10.8 

13.8 

4.1 

7.4 

8.5 

6.8 

51.0 

74.5 

72.4 

60,2 

Developing countries .. 

0.7 

0.6 

1.3 

3.2 

1.2 

0.6 

I.O 

1.6 

14.3 

6.7 

8.7 

14.9 

ExpQfis by developing 

countries 

18.0 

23.7 

27.3 

38,9 

30.9 

25.3 

21.4 

19.1 

100.0 

100.0 

100.0 

100.0 

Destined for : 

Western i ndustrial ised 
countries 

11.9 

17.1 

19.8 

28.2 

20.4 

18.3 

15.5 

13.9 

66.1 

73.0 

72.8 

72.5 

Communist countries 

1.2 

0.6 

1.2 

2-4 

2.1 

0.6 

0.9 

1.2 

6.9 

2.5 

4.7 

6,7 

Developing countries .. 

4.9 

5.8 

6.0 

8.0 

8.4 

6.2 

4.7 

3.9 

27.0 

24.5 

22.5 

20.8 

Total Exiorts 

. 58.2 

93.5 

127.8 

203.5 

100.0 

100.0 

100.0 

100.0 






Source :^19S0* calculated from the annual report of Kredltanstalt fur Wiederaitfbau, 1967 p. 21.- 1955,1960, 1966 UN, Statistical 

Yearbook 1966^ table 149; UN Yearbook of International Trade Statistics 1965, table B, 
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integration, e.ff. by regional co-opcraiion, have, except for some 
progress in Latin America, met with little success so far. 

Contributory causes arc political and economic barriers such 
as duties and quota.s and developing countries’ fears of renewed 
dependency; but the main reason for slow progress 'io far is 
probably the unfiivojrablc commcxlity pattern of dev-clopinc 
countries' exports. 

An analysis of trade flows shows that the change in the com¬ 
modity pattern of world trade is reflected in the regional pattern. 
The proportion of semi-manufactures and finished goods is 
increasing whereas the proportion of primary pioducts is declining 
continually. 

In addition, Uiosc primaiy ploducl^ showing above-average 
growth, such as some foodstuffs from temperate zones, are mainly 
exported by the industrialised countries. 

O^'Ciall demand expansion is therefore favouring the manufac¬ 
turing countries. The developing countries' position was 


thus clearly disadvantageous at the outset. Their share in the 
slowest growing component of total exports, namely raw materials,, 
was more than a quarter in 1960; by 1966 it had, however, fallen 
to 22 per cent. The developing countries* share in foodstuffs 
exports also fell from 30 per cent in 1960 to 27 per cent in 1966. 
On the other hand, their contribution to total fuel exports rose 
from 28 per cent in 1960 to 31 per cent in 1966. Developing 
countries* exports of semi-manufactures and manufactures rose 
faster than other exports both in 1955-60 and in 1960-66. This 
raised the proportion of semi-manufactures and manufactures, 
in total developing countries* exports from 14 per cent in 1960^ 
to 19 per cent in 1966. However, this is still low compared to 
the world average of 60 per cent in 1966. It is not only trade 
between industrialised and developing countries that suffers from 
the range and quality of supplies offered by the developing coun¬ 
tries; the onc-sided commodity pattern also dfscourages deve¬ 
loping countries' trade between themselves. 

The developing countries’ pattern of cx|>orts is also disadvan- 


Table 11 

RLGIONAl. AND COMMODITY PATTERNS OF WORLD EXPORTS 
Share in per cent 


Vo 

SITC 


Wot Id* 


Western inil. countries^ 

Communist countries^ 

Developing countries c 

Fiom 

groups 

1955 

1960 

1966 

1955 

I960 

1966 

1955 

I960 

1966 

1955 

1960 

1966 

Woild* 

0+1 

20.2 

17.8 

15.9 

22.4 

18.9 

16.2 

17.0 

14.6 

15.5 

15.4 

16.0 

15.1 


2 + 4 

18.9 

16.8 

12.8 

22.6 

19.9 

14.4 

22.2 

17.4 

14.0 

8.3 

7.5 

6-6 


3 

11.0 

10.0 

9.3 

10.6 

10.2 

9.8 

10.6 

8.0 

6.7 

12.3 

10.3 

8.6 


5 

5.2 

6.0 

6 7 

4.6 

5.6 

6.2 

3.6 

4.7 

6.0 

7.3 

7.8 

9.1 


7 

17.5 

21.4 

25.5 

13.8 

18.1 

23.2 

28.2 

27.3 

31.0 

24.2 

28.6 

31.1 


6 + 8 

25.8 

27.0 

28.1 

25.0 

26.6 

29.C 

18.4 

27.3 

26.4 

30.3 

28.2 

26.0 


0 to 9 

100-0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

lOO.O 

Western industria- 

lised countlicN^ 

0+1 

15.7 

14.3 

13.4 

16.9 

14.4 

13.3 

23.1 

13.1 

19. 1 

12.2 

14.0 

13,0 


2+4 

14.7 

13.5 

10.2 

18.6 

16.6 

11.8 

23.5 

15.3 

11.6 

4.1 

4.5 

4.4 


3 

5.1 

3.« 

3.0 

6.0 

4.5 

3.5 

0.9 

0.2 

0.3 

3.2 

2.6 

1.6 


5 

7.1 

7.7 

8.4 

6.1 

7.1 

7.6 

6.2 

7.5 

10.9 

9.6 

9.5 

10.9 


7 

23.4 

27.6 

31.6 

19.9 

24.6 

29.8 

21.0 

28.2 

31.9 

32.4 

.35.8 

37.7 


6+8 

.32.5 

32.0 

31.3 

31.3 

31.9 

32.5 

25.2 

U.9 

25.7 

36.1 

31.9 

28.1 


0 to 9 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

Communist 

counttries^ 

0-1 1 

15.3 

15.2 

12.4 

22.7 

24.1 

19.6 

13.7 

13.0 

9.7 

5.8 

9.1 

11.9 


2+4 

19.4 

14.9 

13.0 

24.0 

23.7 

22.3 

18.7 

12.9 

10.6 

9.2 

7.7 

6.8 


3 

15.1 

12.8 

11.3 

19.3 

18.2 

15.9 

13.9 

11.4 

10.0 

12.9 

10.8 

8.6 


5 

4.0 

5.0 

5,1 

6.7 

6.3 

5.5 

3.1 

4.3 

4.9 

4,5 

6.9 

5.9 


7 

26.4 

25.7 

29.5 

7.3 

8.1 

8.8 

32.4 

30.2 

35.4 

24.7 

36.1 

41.4 


6 + 8 

18.9 

25.7 

27.8 

16.7 

19.0 

26.4 

18.1 

27.4 

28.9 

38.2 

29.4 

24.7 


0 to 9 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

Developing 

countries 

0+1 

32.8 

29.^ 

27.0 

35.4 

31.5 

26.7 

37.3 

32.1 

44.7 

24.9 

24.3 

23.8 

2 + 4 

29.3 

27.8 

22.1 

31.9 

29.1 

22.9 

59.0 

61.1 

42.1 

19.7 

18.3 

14.7 


3 

24.4 

27.7 

31.2 

20.6 

26.1 

.32.3 


,, 

0.4 

37.5 

37.6 

34.5 


5 

0.9 

1.1 

1.5 

0.8 

0.9 

1.0 

1.7 

0.4 

1.4 

i.-i 

1.7 

3.3 


7 

0.5 

0.7 

1.3 

0.2 

0.3 

0.7 


,, 

0,2 

1.6 

2.2 

3.8 


6+8 

11.4 

12.3 

16.4 

10.8 

11.8 

16.1 

1.9 

6.4 

11.1 

13.8 

15.0 

18.8 


0to9 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

100.0 

T" — 


(i)O-f I. Food, beverages, and tobacco; 2-f 4: Crude materials, oils, and fats; 3, Fuels; 5: Chemical: 7: Machinery and trans¬ 
port equipment : 6+8 Other manufactures. C*> Total of regions .<®> IncL Turkey and Yugoslavia. Only eastern Euro|M:. 

Source ; UN, Monthly Bulletin pf Statistics, March 1961. 1966, 1968. 



October t7, \m 


BASTERN BCCmOMIST 


747 


tageous in the.light of foreign trade prkes: thus the rise in the 
volume of exports was not fully reflected in re\ enue as prices have 
been falling. With few exceptions, the developing countries 
faced adverse terms of trade. 

The developing countries have had to employ part of capital 
aid received to make up for losses of foreign trade purchasing 
power. To get an idea of the importance of the losses. Table Ill 
com">ares th^m with total pjSlic bilateral and multilateral aid. 
The calculations are based on average effective export and import 
prices in 1953-57. The loss of export revenue is calculated as the 
difference between actual revenue and revenue at the constant 
base-period prices. A similar difference is calculated for imports, 
and reflects the different cost of imports if prices had remained 
constant. 

Tabic III 

DEVELOPING COUNTRIES FOREIGN TR.\DE REVENL1. 

AS AFFEOHED BY WORSENING TERMS OF TRADE 
AND COMPARED WITH PUBLIC BILATERAL 
AND MLILTILATERAI. AID 


Gain or loss of revenue 


Period 

Exports 

Imports 

Net loss 

Public 
capital aid 
(1) 

I.O.SS Ml 

per cent 
of public 
aid 



In million US S 



1%1 

—2,446 

-f662 

1,824 

5,917 

30.8 

1962 

-3,103 

■f945 

2.158 

6,165 

.35.0 

1963 

—2,763 

-^-6.54 

2,109 

6,986 

.10.2 

1964 

-2,387 

+ 361 

2,026 

6,633 

30.5 

1965 

—2,519 

0 

2,519 

6,913 

.36.4 

1966 

-1,940 

—812 

2752 

74,21 

37.1 

Total 

—15,158 

+ 1,770 

13,388 

40,034 

34.4 


fl) From western industrialised countries and international 
organisations. 

Sources : UNCTAD document TD/5, tabic 15 and table 
appendix, also: OECD, Development Assistance 
Efforts and Policies, 1967 Review p. 13 

From l%l-66, these calculations show an annual average 
loss of purchasing power amounting to fully US $ 2,200 million, 
which is equal to a third of public aid itjceived by developing 
countries in the same periotl. 

Developing countries need to increase their export efforts, 
but more generous policies in the industrial countries would 
be H gmat help. Liberalisation of imports from developing 
countries could go further than agreed in the recent Kennedy 
Rmtnd negotiations. As I have repeatedly said before, resistance 
is mainly emotional and unjustified by analysis of the economic 


effects of grcatci imports of products at present produced by 
developing countries. 

The Inicrnationul Labour Oflice iVwcniJy published an attempt 
to assess the effects of higher impi>rt!> of manufactures from deve¬ 
loping countries. Ihc effect of imports was compared with that 
of progress ip productivity in industrialised countries. Three 
areas, North America, EEC. and FFTA, were considered and 
eight industries were examined. Taking total dtmtand as constant, 
the calculations show that a rise of about two-thirds in imports 
of manufactures from developing countries, between 1961-65, 
led to an imputcrl loss of 85,000 jobs; less than 0.2 per cent 
of the industrial labour force. In the same period the imputed 
loss of employment due to progress in productivity was about 
2,400,000 persons, or almost 30 times the effect of imports. 
Textiles was most affected by imports and even in this sector the 
loss of jobs due to imports in the EFX’ was only a third of that 
due to progress in productivity and in North America slightly 
over a tenth. L. ibour produciiviiy is much lower in developing 
countries than in industrialised countries, st> the imputed loss of 
jobs in industrialised countries due to imports corresponds to 
a gain of many times 85,(KK) in the developing countries. 

Ov«rmll Demand 

These figures arc calculated on conslatil overall demand, but 
cmoloyment in the industries named rose, in fact, in some cases 
after 1961 as expansion of demand overlaid the other effects. 
I'hcsc figures also assume that all imports in a certain sector 
compete with the whole of the domestic industry, but these 
averages do not reflect the extent to which individiuil articles 
arc subject to compeliiion; som;: domestic producers arc more 
seriously affected than shown by these aggregate figures. 

Although approximaiions and incomplete statistics mean that 
the results must be inicrpmted wnih care, they certainly suggest 
that the problems arising from increasing imports from develop¬ 
ing countries are negligible for industrialised countries compamd 
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with the vciy diflicuit problems that economic progress, change, 
and ciouih in concial pose for ihtni. 

Sources and Acknowlcdv'cmeiit.s : I he foregoing summarise a 
icport published (in Ciciman) in its Weekly Ecommic Review by 


the Deutsches Institute fur Wirtschaftsforschtmg (5 'Konigi 
r.uisc Strassc, ilerlin 33) one of West Germany’s foremost prival 
economic research institutes^ but the DIW is responsible neitht 
for the emphasis of my summary nor for my intersperse 
comments based on a variety of sources. 


INTERNATIONAL FINANCIAL DEVELOPMENTS 


E.B* BROOK 


VIENNA : 

THE Deutschemark has now been flouting for some time 
without causing any of the exchange calamities which many 
experts foresaw. The international value of the West German 
currency rose rapidly in the first few days to what is probably 
its factual value and since then has remained lairly steady; other 
currencies have remained stable at their current values. 

Money markets arc noiorioasly hypersensitive instituHons; 
talk of war or peace will send them buying or selling as hard as 
they can; rumours of weakness anywhere will cause near-panic 
and aggressive buying from those in for a “quick kill”. But the 
general effect is, after a short time, always less than had been 
expected and, on this occasion, those who fell into a flurry of 
excitement have been made to look a little foolish. All that the 
average man- the great majority of the world’s tieople—knows 
is that his money is, in general, worth only a little more than a 
quarter of what it w’as 30 years ago and the clever men of the 
financial world arc not as highly regarded as they evidently like 
to think. 

Important Happaningt 

So many important things have happened in international 
finance and economics in the last few days that it is necc.ssai‘y to 
list them. 

The World Bank has met and has agreed to Special Drawing 
Rights, the creation of “paper gold.” 

The World Bank, has, as expected, agreed to a dose teclmical 
study of the worthwhilcncss of making international monctai^ 
exchange rates more flexible. 

The Deutschemark was set free for sale and purchase abroad 
at almost preci.scly the same time as the World Bank began its 
meeting and has provided the Bank with a practical example of a 
free exchange rale. 

The freeing of the West German mark increased the disarray 
within the Common Market which began with the devaluation of 
the French franc in August. At the moment West Germany 
is applying a special 5.5 per cent import tax on most agricultural 
products to offset the lise in the value of the mark, an imposition 
to which the Market reacted adversely, alleging that the impost 
wa.s illegal and contrary to the policy of the Common Agricul- 
turat Market. 

The Market, the French government and the managing director 
of the World Bank have all called for a return to a fixed value 
for the mark because they fear its free rate w'ill greatly upset 


intcrnatiouuJ transactions. The Americans were less fearful bu 
also expected the freed mark to be a temporary circumstance. 

In fact it seems very unlikely that any further West Germar 
decision over the mark can be taken until near the end of th< 
month since the new Socialist-Free Democrat coalition will no 
be able to .test its validity by a parliamentary vote till October 21 
Since its political majority is only nine and the West Germai 
political scene is still flexible anything can still happen. But if 
as appears more probable, Herr Brandt w^ins his narrow majorif: 
and becomes Chancellor and if the mark's position is taken uj 
immediately by the new government the earliest date for actior 
would be the Iasi week of the month. There is no certainty tjjai 
the new West German government will give the mark any sucf 
priority. The world may have the experience of a free mark foi 
a little longer, especially if the Common Market Council ol 
Ministers upholds objections to the levy on agricultural import; 
to West Germany- 

Check on Speculation 

What the freeing of the mark has achieved is a check to inter¬ 
national .speculation on its value. The speculators who had 
bought before September 30 have had their 5 per cent profit but 
the pressure on other currencies as money left them to buy marks 
has been reduced. If there is no revaluation of the mark the 
speculators may lose money. 

The chief sufferer from the free mark so far is the Common 
Market whose farm policy has now been violated by its two biggest 
members, France and West Germany. The French opted out in 
August to preserve the price structure within France with an 11 
per cent levy (twice as big as West Germany’s) lest prices rose to 
the common uniform dollar-cquivalent Community level. The 
West German tax, imposed to avoid loss to German farmers, is 
a flat violation of Market regulations according to which farm 
products within the Market are supposed to move freely and at a 
uniform price. The Market's refusal to endorse its levy is being 
challenged by West Germany in the Common Market 
court. 

The French and West German defections from the strict 
letter of Common Market law will undoubtedly delay by several 
years the introduction of joint marketing policies for such com- 
modit ies as grain, butter and tobacco as w'ell as of uniform systems 
of taxation which arc required by the Treaty of Rome. Whatever 
compromise the Common Market ministers m^y patch up in 
Brussels it will be only a first skirmish. The real trouble will 
start when a definite revaluation of the mark is announced. The 
cherished Brussels dogma that agricultural integration would 



aUtomitfcaHy bring monetary integration has hben fhtaliy con¬ 
tradicted* 

^■Compared with the worid importance of the creation of 
Special Drawing Rights these Market problems may appear 
parochial and trivial. Their importance lies in the fact that these 
financial contradictions to Market policy come at a lime and on 
top of the Market’s bill for nearly £1000 million to buy up un¬ 
wanted foodstuffs—^milk, wheat and sugar^much of which will 
have to be fed to cattle—and the decision slowly to reduce the 
cow population of Europe by slaughter. 

The implications are even wider, for now that the rules for 
a common agricultural policy have been widely breached, the 
Italians, who put in far more than they get out, are likely to be 
unco-operative, an event which would give the French the excuse 
they seek to postpone indefinitely the opening of new negotiations 
for British entry. This fact is of no small importance at a time 
when both the British political parties are again emphasizing 
the importance to Britain of Market membership as next year's 
general election approaches. 

The creation by the International Monetary Fund of $ 
billion worth of artificial international money marks an important 
step forward in the demonetization of real gold. The decline of 
gold began last March with the creation of the two-tier gold price 
system—the one for government, the other for private dealings. 
This two-tier price, like the freeing of the mark, was devised to 
defeat speculatoi’s. The creation of Special Drawing Rights 
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tneskm that some form of currency has been created to move Into 
position alongside the stable stock of monetary gold and existing 
reserve currencies to meet balance-of-paymcnt accounts. De¬ 
pendence on US dollars will be decreased. 

For the less wealthy nations there is less cause to rejoice over 
this new money for the share-out of paper gold is determined by 
each nation’s share in IMF guotas, some of which are due to be 
increased substantially next year. Out of a total issue of $ 9.5 
billion worth of Special Drawing Rights the less wealthy nations 
will be able to collect only 8 1.4 billion worth and, after deve¬ 
loped nations outside the wealthy Group of Ten have taken their 
cut, less than one billion dollars worth will be available for the 
more acutely less wealthy countries and, of this, less than $ 400 
million worth will be available for Asian countries other than 
Japan. 

Twinges of ConscUnco 

The wealthier nations have had some twinges of conscience 
on the subject but they were evidently not severe since the^ idea of 
linking Special Drawing Rights to aid was rejected twice by the 
wealthier nations on the ground that the new reserve is needed 
to further the expansion of world trade. There are other ideas of 
reform but, for the present and probably for a long lime to come, 
the rich arc richer even if the poor arc not poorer. It may be 
some consolation to the poorer that the possession of much wealth 
in Europe is keeping many Europeans awake at night with anxiety 
and that its wealthiest group is facing some really fundamental 
problems with no solution in sight. 


BAnatN<ooNoiii»r 


A LESSON IN STATE TRADING 


IN the context of the controversy about the proposal of the 
Government of India to take over foreign trade progressively, 
it will be useful and interesting to study how far Burma has been 
successful in nationalising her export and import trade. Since 
October 1963, almost the entire foreign trade of Burma has been 
conducted by the government. All imports and exports are 
handled by the Myanma Export and Import Corporation or by 
other orgjsnisations on its behalf. 

As a result of nationalisation, Burma’s exports have suffered 
a sharp and steady decline. The export of rice, in particular, 
has been very adversely affected. Until the nationalisation of 
foreign trade, Burma used to export about one million tons of 
rice every year but in 1967-68 its export was only 30,000 tons. 

In fact, Burma was faced with an acute scarcity of rice even for 
home consumption. Since rice has always been the mainstay 
(about 70 per cent) of Burma’s earnings of foreign exchange, 
this decline has had an adverse impact on imports as well as on 
the general economy. 

Apart from rice, the other export commodities also have 
suffered seriously after nationalisation. The export of pulses 
went down from 97.1 million kyats in 1964-65 to 42.7 million 
kyats in 1967-68, raw cotton from 36.4 million kyats to 4.3 mil¬ 
lion kyats, raw rubber from 18.7 million kyats to 9.1 million 
kyats and potatoes from 2.5 million kyats to nil. The export of 
oilcakes also received a sharp set-back from 51.3 million kyats 
to 25*4 million kyats and metal ores from 60.5 million kyats to 


17.5 million kyats. The export of teak improved from 146.9 
million kyats in 1964-65 to 154.7 million kyats in 1967-68 but the 
latter figure was lower than that of 1965-66 when it stood at 
163.0 million kyats. The trend in exports is shown below: 


EXPORT OF PRINCIPAL COMMODITIES FROM 
BURMA 

(Kyats million) 


1964-65 1965-66 1966-67 1967-68 

Rice & rice products 

645.1 

562.7 

374.8 

238.2 

Maize 

3.6 

3.6 

3.2 

2.3 

Pulses 

97.1 

49.6 

50,3 

42.7 

Raw cotton 

36.4 

17.1 

12.4 

4.3 

Raw rubber 

18.7 

16.7 

8.8 

9.1 

Potatoes 

2.5 

1.1 



Oilcakes 

51.3 

36.7 

37.6 

25.4 

Others (agricultural products; 

3.9 

2.4 

2.4 

4.5 

Teak-wood 

146.9 

163.0 

127.8 

154.7 

Hard-wood 

1.1 

0.3 

2.5 

O.l 

Metals and ores 

60.5 

49.8 

28.9 

17.5 

Others 

11.0 

19.2 

13.4 

17.6 

Total 

1081.1 

922.2 

661.1 

516.3 


Nationalisation of foreign trade has also resulted in the fall 
in total imports from 1412.9 million kyats in 1964-65 to 803.7 
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million kyais in J965-66, 691.8 million kyats in 1966-67 and 
466.6 million kyats in 1967-68. 

India’s share in Burma’s impon trade normally ought to have 
been large in view of our long and close historical and cultural 
ties. But surprisingly it has been very small -in fact, even smaller 
than that of Pakistan and the Netherlands, fn 1966, for example, 
India’s share in Buima’s imports was only 2.5 per cent whereas the 
shares of other countries were (in percentage) : Japan 20, UK 
14.5, USA 11, China 6.3, West Germany 5.8, Pakistan 5.6, 
Australia 4.5, Czechoslovakia 4.3, USSR 4, Italy 3.4 and the 
Netherlands 3.2. 

mperts Improve 

In recent years, however, Bunna’s imports from India have 
improved. This is probably due to the cut in Burma’s imports 
from China because of deterioration in political relations. Our 
engineering goods in particular are doing very well in Burma. 
The total export of our engineering goods to Burma was Rs 201.41 
lakhs in 1968-69 compared to Rs 119.43 lakhs in 1967-68. The 
main exports were railway wagons, MS pipes, steel structurals 
including transmission line towers, steel castings builders’ hard¬ 
ware and electrical motors. 

Because of the nationalisation of foreign trade in Burma, 
it has become diOicull for other countries to conduct market sur¬ 
veys, to study the consumer demand for various types of goods, 
to carry on effective publicity and undertake frequent business 
tours. The flow of commercial intelligence from Burma into 
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India whether from official or other channels has been meagre 
and irregular. 

The experience of other countries which have tightened the 
official control over foreign trade has also been far from happy. 
In most such’countries, the rate of growth of exports has been 
small compared to other countries where individual initiative 
have been encouraged by the government. In particular, the 
export growth of such countries as West Germany and Japan 
has been truly spectacular mainly because of the drive and 
dynamism displayed by the private sector. In these countries, 
the role of the government has been largely confined to 
the provision of adequate and efficient infrastructure 
facilities (such as ports, shipping, road and rail tranports) 
and suitable incentives in various forms, while the 
actual exports have been undertaken by the private sector. 
Japan’s success in export promotion is of particular signi¬ 
ficance to our country. According to a study released by the 
Japan Economic Research Centre in July this year, Japan is about 
to triple exports by 1975 to reach 8 39,000 million by that year. 
One of the mi in objectives of this export drive is to increase the 
sales to the USA although even now the latter buys substantial 
quantities of Japanese goods. 

The Government of India, therefore, should think deeply 
before it embarks on any scheme for the take-over of the foreign* 
trade. In formulating the policy for trade in the next few years, 
the Government of India should look for inspiration to such 
places as Tokyo rather than Rangoon. 
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IT is indeed most deplorable that the Prime 
Minister should be so stubbornly persisting in 
the notorious technique of the ‘Big Lie’. Ad¬ 
dressing the Madras Chamber of Commerce 
and Industry during her recent tour of Tamil 
Nadu, Mrs Indira Gandhi repeated the canard 
that the nationalisation of hanks had been 
necessitated by the need for stopping the misuse 
of bank credit by anti-social elements for un¬ 
ethical purposes. It is not my case that there 
had been no abuse of opportunities at all in 
the functioning of banks in the private sector. 
It would be wholly impossible to make a clami 
of this kind on behalf of any institution or 
establishment in this country, including Mrs 
Gandhi’s administration, and particularly what 
has come to be known as her kitchen cabinet. 
But 1 do assert that the Prime Minister is wan¬ 
tonly engaging in false propaganda when she 
implies that there was large-scale misuse of 
the banking system for private ends or personal 
purposes ^fore the glorious revolution of 
July 19. 

Apart from the fact that there lias been no 
authoritative inquiry or finding on the alleged 
systematic ajbuse of the banking system by those 
who were controlling or guiding it, there is also 
the additional very significant fact that, for 
quite some years now, the Reserve Bank has 
been exercising powers of detailed regulation 
over the various aspects of the functioning of 
banks. It is difficult to imagine that any ap¬ 
preciable abuse of the banking system could 
have persisted in spite of this watch-dog role 
by the Reserve Bank. Is it Mrs Gandhi’s sug¬ 
gestion that the Reserve Bank, which is a 
nationalised institution operating under gene¬ 
ral instructions from the government, has 
been colluding with private managements of 
banks in the organised misuse of bank funds? 
If it is, then, Mrs Gandlii who, by the way. did 
not become Prime Minister just on the historic 
Nineteenth of July, but had been in that office 
for more than three years prior to that date, 
must also be held guilty of dereliction of 
duty. 

The truth, of course, is that the charge, 
so casually levelled against the banking system 
in its pre-nationalisation existence is nothing 
else than a monstrous absurdity. While much 
may be forgii'cn to Mrs Gandhi because of 
her ignorance of many aspects of our national 
life, particularly in the economic held, she 
ought not to expect of us that wc would take 
for granted her total innocence of the actual 
banking situation on the ovo of July 19. The 
Prime Minister surely knows that for some 
years now we have l^en witnessing a steady 
growth in the banking system in all its aspects, 
without any serious bank failures or other 
cases of h anks cheating on their obligations to 
the community. Nationalisation, in fact, came 


at a lime wlicn this progressjn banking was 
at full tide and it must be apparent to the 
meanest intelligence that there could not have 
been this widespread growth in banking except 
under conditions of general public confidence 
in the banking system as it was being managed 
in the private sector. Could it be that there is 
some deep psychological significance in Mrs 
Gandhi harping on the unsubstantiated charge 
of large-scale misuse of bank funds while 
banking was in the private sector? I suspect 
that the Prime Minister knows, in her heart of 
hearts, of enormous possibilities of the banking 
system being manipulated for unworthy poli¬ 
tical purposes or private gain under the new 
dispensation. : 

Incidentally, since the ethics of the banking 
system, as it operated in the private sector, 
are now being called into question by certain 
politicians, it seems to me perfectly fair to 
carry the debate into the latter’s country. May 
I know how many members of the central gov¬ 
ernment can honestly claim that they have not 
violated the law limiting election expenses? 
May I know also whether the Prime Minister’s 
own statements of her election expenses arc 
the truth, the whole truth and nothing but the 
truth? A few days ago, Mrs Gandhi, speaking 
in Madras, or other places in TamU Nadu, 
reacted indignantly to rumours reaching her 
to the effect that she was being accused of 
having received large amounts of money from 
the Soviet Union for her political activities. It 
is right that the Prime Minister should sit up 
and take notice when such things are said about 
her and refute the allegations publicly. This 
much she owes to her self-respect, although 1 
do not SCO why an allegation of this kind made 
against her should be construed as an insult to 
the country, as she has suggested. Mrs Indira 
Gandhi is not yet India and the distinction 
between the two is worth preserving as long as 
is possible. All the same, it docs the Prime 
Minister credit that she has the sensibility to 
act strongly to calumnies of this kind. This 
makes it all the more obligatory for her that 
she, in her turn, should not make wild allega¬ 
tions against the integrity of others, especially 
as the latter may not be as well-placed as she 
is to talk back and secure national publicity 
for their statements. Mrs Gandlii, in other 
words, would do well to give up the practice 
of appealing to alleged abuses of the banking 
system when it was in the private sector as a 
justification for her nationalising banks. After 
all, we all know precisely why she did what she 
did when she did it. 

* « 

Talking of morality, public or private, it 
should be worth inquiring into the motives and 
mechanics of the process by which central 
government financial assistance has been or is 


As V.B. is on four, this column will not appear 
next week. It may be resumed with the issue 
dated October 31.—^Editor 


being made available to the Government of 
Tamil Nadu for drought relief in certain stricken 
districts of the stale. Is it true or is it not true 
that an earlier estimate by a very senior official 
of the Tamil Nadu government of the amount 
of the finance that might be needed was subse¬ 
quently revised at the instance of the Chief 
Minister and boosted to a much larget amount? 
Is it or is it not true, secondly, that so long as 
Mr Morarji Oesai was in the Finance Ministry 
there was a certain resistance to the demand of 
the Tamil Nadu government for the higher 
sura? Is it or is it not true, again, that, after Mrs 
Gandhi had assumed the Finance portfolio, 
sanctions and releases of central government 
assistance to Tamil Nadu have become more 
easily negotiable and more prompt, with the 
result that the state government has already 
obtained virtually all the money it had sought 
according to its boosted estimates? Is it or is it 
not tnje, finally, that Mrs Gandhi’s several 
acts of helpfulness to Mr Karunanidhi in this 
manner have tended to coincide with her need 
for strategic support frorii the DMK at various 
stages of her strategy for securing supremacy 
in Congress party politics? 

Let me not be misunderstood. I am certainly 
not against the central government being help¬ 
ful to Tamil Nadu or any other state govern¬ 
ment where financial assistance for legitimate 
purposes is concerned—and it is certainly an 
obligation of New Delhi to go to the rescue of 
Tamil Nadu in the latter's efforts to organise 
government relief for the drought affected 
districts. What I am trying to point out here is 
the role which public morality or the lack of it 
may be playing in the tortuous political game 
which we have been witnessing in our country 
for some time now. In this particular case, 
there is also the additional point that the scale 
of assistance which the Government of Tamil 
Nadu sought and has secured through the stud¬ 
ied munificence of Mrs Gandhi does not appear 
to be warranted by responsible official estimates 
worked out in the Tamil Nadu government it¬ 
self. When this is coasidered in Che light of the 
fact that there is considerable dissatisfaction 
in Tamil Nadu over the way public funds are 
being spent for ostensible public pulses, it 
is certainly desirable that some relevant and 
useful questions arc raised about these trans¬ 
actions. The Chief Minister of Tamil Nadu 
has no doubt equipped his administration with 
a set of admirable codes of conduct for poli¬ 
ticians and officials. This is good so far as it 
goes, but there still remains the problem that 
codes are no substitute for character. 

V.B. 



752 


EASTERN ECONOMIST 


Trade 

INSURANCE OF BANK CREDIT 

THE government proposes to institute a 
comprehensive scheme of insurance to 
cover the credit risks incurred by com¬ 
mercial banks in granting loans to various 
categories of small borrowers, in lieu of the 
present credit guarantee scheme which 
provides such cover only for loans to small- 
scale industries. To formulate a scheme to 
implement this decision, a committee 
has been constituted with Mr S. S. Shiral- 
kar. Additional Secretary, Department of 
Economic Affairs, Ministry of Finance, 
as chairman and Mr R. K. Seshadri, 
Executive Director, Reserve B*ink of India, 
Dr C. D. Datcy, Chief Officer, Agricultur¬ 
al Credit Department, Reserve Bank of 
India, Mr K. L. Nanjappa, Custodian. 
Allahabad Bank, Mr T. A. Pai, Custodian, 
Syndicate Bank, Mr Chatclier, Stale Bank 
of India and Mr Sivaramakrishnayya, 
Bank of Baroda, as members. The idea 
of a foreign trade bank of India has 
recently gained support and it has been 
decided to follow it up by appointing an 
expert committee to examine whether it 
would be desirable to set up a single insti¬ 
tution to take over and run all the foreign 
branches of the public sector banks. The 
committee will be composed of Mr S. B. 
Kaji, Deputy General Manager, Bank of 
India, as its chairman, Mr K. K. Banerjee, 
Manager, Foreign Department, State 
Bank of India, as its convenor, and the 
foreign exchange experts of the five banks 
besides the above two, which have foreign 
branches (namely Central Bank of India, 
Bank of Baroda, United Commercial 
Bank, Indian Bank and Indian Overseas 
Bank) and three other banks, Punjab 
National Bank, Union Bank (Mr Paidi- 
w'ala) and Dena Bank (Mr Haridas Swali). 
as members. 

LOAN FOR RAILWAYS 

The International Development Asso¬ 
ciation, an affiliate of the World Bank, 
has granted a loan of $ 55 million to the 
Indian Railways. Disclosing this at a 
press conference here on October 7, Mr 
G. D. Khandclwal, Chairman of the Rail- 
way Board, stated that during the dis¬ 
cussions between IDA officials and the 


Winds 

four-member delegation of the Indian 
Railways in Washington in the third week 
of September, the fourth Plan programme 
for the railways was briefly reviewed. The 
IDA officials noted that the railway plan 
provided for sustained improvement in 
operational and financial performance. 
The principal amount of the credit is 
repayable in half-yearly instalments over 
a period of 40 years, commencing from 
November 1, 1979. The credit is inicrcst- 
freo, and only a service charge of three 
quiiiTcrs of one per cent per annum 
is pa>ablc on the principal amount 
LHilslanding from time to time. These 
terms arc the same as for the past IDA 
credits. The proceeds of the credit can 
be drawn in various currencies depending 
upon the member-country of the World 
Bank from which the equipment is pro¬ 
cured. The credit will finance about 
60 per cent of the foreign exchange require¬ 
ments during 1969-70 and 1970-71 for 
modernisation of the railways by way of 
improvement in traction, telecommunica¬ 
tion system, line capacity and intensive 
utilisation of the existing assets. A little 
under 70 per cent of the total credit is 
intended for import of components and 
materials required for the indigenous 
manufacture of electric locomotives, die¬ 
sel electric and hydraulic locomotives, 
electric multiple units, rail cars, coaches 
and wagons. The balance will be used 
for equipment and materials for railway 
electrification .schcme.s (11 per cent), equip¬ 
ment for signalling and telecommunication 
schemes (8 per cent) and miscellaneous 
equipment. The main items of import 
arc locomotive components such as recti¬ 
fiers and control equipment. 

CREDIT FOR HIGHWAYS 

Mr K. Raghu Ramaiah, Minister for 
Parliamentary Affairs, Shipping & Trans¬ 
port, revealed that the International Deve¬ 
lopment Association has agreed to provide 
a credit of $ 60 million for meeting a part of 
the cost of developing certain selected 
national highways in Bihar, West 
Bengal, Orissa and Maharashtra. The 
credit is purported to meet about 55 per 
cent of the total cost of construction or 
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development of 650 miles of roads and 
18 major bridges in these four states, the 
entire foreign exchange element of the 
cost of imported machinery required for 
these works and the cost of techno-econo¬ 
mic study of the traffic problems of Bom¬ 
bay city. 

UCO BANK LOAN SCHEME 

The Custodian of United Commercial 
Bank, Mr R. B. Shah, stated recently 
that his bank’s scheme for consumer loans 
for such durable goods as carpets, furniture 
and other household equipment attracted 
“scores of proposals” cviery day in the 
branches of the bank. Mr Shah stated 
that under the scheme, the bank extended 
credit for the full cost of consumer goods in 
certain eases, subject to a minimum of 
Rs 1,000 and a maximum of Rs 5.0(X), 
repayable in 24 instalments. In other 
cases the bank advanced loans up to 25 
per cent of the cost, all advances carrying 
an interest of 9i per cent with incidental 
charges levied at 2 per cent on a flat rate 
basis. Mr Shah said the branch managers 
had been fully authorised to sanction the 
Joans without reference to the head office. 
The bank will also arrange for insurance 
cover for the purchases at no extra cost 
to the consumer. 

ASSISTANCE TO GRADUATES 

A scheme to provide financial assistance 
to graduates who take to fanning and have 
worthwhile projects for agricultural pro¬ 
duction has been initiated by the 
State Bank of India, Tlie scheme being 
implemented by the bank and its subsi¬ 
diaries is confined to selected centres. 
For the present, it will operate only in 
areas which are most responsive and yield 
maximum profit. 

INDIAN AIRLINES FARES 

Indian Airlines has decided to revise 
the fares on its domestic routes from No¬ 
vember 1, 1969. The existing fares will 
be increased by eight per cent on the trunk 
routes and seven per cent on all other 
routes excepting routes in the eastern 
sector where the fare will be raised by five 
per cent only. The Trunk routes are Delhi- 
Bombay, Delhi-Cakiitta, Delhi-Madras, 
Delhi-Bangalore, Bombay-Madras, Bom- 
bay-Bangalore, Bombay-Calcutta and 
Madras-Calcutta. The eastern sector 
covers all routes cast of Calcutta. This 
decision has been taken by the Corporation 
in view of the increase in excise duty on 
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aViMion /iiel aad oil aafiaunced in the 
union budget » J96^-70 and other rising 
costs in aircraft insurance rates, rental to 
the Civil Aviation Department, acquisition 
of equipment anl labour. The additional 
revenue raised at a result of this measure 
will help to covA the increased payment 
of excise duty and meet increases in other 
costs, making it oossible for Indian Air¬ 
lines to miintain Its profitability at about 
the same level as was achieved in 1968-69 
and thereby enabling it to provide an im¬ 
proved service to air passengers on all its 
routes and generate enough resources to 
finance the airline's expansion and deve¬ 
lopment plans. The airlines has claimed 
that even after this increase, the fares conti¬ 
nue to be among the lowest in the world. 

SUITABILITY OF PLANES 

Mr S. Mohan Kumaramangalam. Chair¬ 
man of Indian Airlines, has indicated that 
the report of the new technical committee 
set up to advise on the suitability of a large 
foreign aeroplane for running trunk air 
services in the “Golden Triangle” (Cal¬ 
cutta-New DeJhi-Bombay-Calciitta) would 
be in his hands shortly and he hoped that 
New Delhi would take an early decision 
on purchases because with the cver- 
increasing demand of internal air travel 
lA needs ilicse planes urgently. The 
aeroplanes under consideration are Super 
DC-9, Boeing-737 and * TU-154. The 
first two arc American, and the TU-154 
is a Russian civil aircraft. ^ 

INDIAN INVESTMENT CENTRE 

Mr Cm L. Mehta, Chjlirman of the 
Indian Jpvestment Centre (IIC), stated 
recentlythe occasion cf its annual 
general Reeling that ^luring the year 
I 968 - 69/16 joint venture proposals assis-r 
ted by the IIC had secured ^plroval of the 
government. These proposals involved 
acapitaftutlayof Rs 4.16 crorcs including 
foreign ^uity investment of Rs 1.89 crores. 
Though the number of proposals had 
marginajyllfi^fefled^j^compalkd to the 
previoii^'l^f^tjilgwwas a decline in the 
foreign lo 

the endlSf liic year under review, a total 
of 181 joint venture proposals assisted 
by the IIC had secured the approval of 
the government. These involved a total 
capital outlay of Rs 101.11 crores inclu¬ 
ding foreign equity investment of Rs 23.15 
crores. The ICC continued to assist 
individual entrepreneurs, both Indian and 
foreign, by providing information and 
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advice on opportunities for investment, 
choice of partners, investment procedures 
and other relevant matters. During the 
year, the IIC had received 645 enquiries 
from Indian and foreign entrepreneurs 
of which 185 were from foreign entrepre¬ 
neurs. The total number of enquiries 
received by the IIC up to the end of the 
year was about 7,500, of which about 
2,400 were from foreign entrepreneurs. 

FERTILIZER PACT WITH ITALY 

The Fertilizer Corporation of India has 
signed four licence and know-how agree¬ 
ments with Messrs Montecatini Edison 
of Italy. The agreements pertain to 
ammonia synthesis and urea synthesis 
sections for the two coal-based plants 
for manufacturing fertilizers, recently 
approved by the government. The new 
agreements will provide improved designs 
for larger plants for urea and ammonia. 
The capacity of the urea plant will be 1500 
tonnes per day in two streams. Ammonia 
plant will have a capacity of 900 tonnes 
per day in single stream. 

NEW FERTILIZER UNITS 

The union govcrninml has decided to 
start at least two new fertilizer plants in 
the public sector. The decision has been 
taken in view of the realisation of the fact 
that the large share of the task of promot¬ 
ing the fertilizer industry has to be borne 
by the public sector. This was stated 
recently by the Minister for Petro¬ 
leum & Chemicals and Mines & Metals, 
Dr Triguna Sen, at the first meeting of the 
reconstituted ConsiiJlalivc Committee of 
Parliament. Dr .Sen added that while 
efforts would be continued to secure foreign 
aid, the government would earnestly en¬ 
deavour to make some fiec foreign ex¬ 
change available for the public sector 
plants to avoid delay in their implementa¬ 
tion. The first and foremost objective of 
the government, the minister stated, was 
to promote self-sufficiency and self-reliance 
in the fields of oil, fcrlili/er and petro¬ 
chemicals. 

IMPORT SUBSTITUTION 

The Committee on Import Substitution 
met on October 10, 1969. The main 
function of the committee is to review the 
efforts made to achieve import substitu¬ 
tion by the Directorate General of Tech¬ 
nical Development and other technical 
bodies. In order to make the functioning 
of the committee more broad-based, 
its membership has been expanded 
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to include representatives of the Federa¬ 
tion of Indian Chambers of Commerce and 
Industry, New Delhi; the All-India Manu¬ 
facturers* Organisation, Bombay; the 
Associated Chambers of Commerce and 
Industry, Calcutta; and the Federation 
of Associations of Small-Scale Industries 
of India, Poona. According to a recent 
review prepared by the DGTD, Rs 210.8 
crores in foreign exchange has been 
effected by direct import substitution 
and by acceleration of the phased manu¬ 
facturing programmes during the period 
1961-67. Apart from this, over Rs 4<X) 
crores arc saved on account of the increased 
production, even after taking full account 
of the effects of devaluation and the 
comparatively high cost of production 
in our country. While production has 
increased two and a half times during the 
period, the import bill was reduced by 
about 40 per cent. 

DEMAND FOR MACHINE TOOLS 

The demand forecast for machine tools 
by the Planning Commission in 1963 
was faulty as the factors of categories, 
types and sizes of machine tools were not 
reckoned w'ith when the plan of “one 
factory every year plus 10 per cent 
dividend” was conceived, according to 
Mr S. M. Patil, Chairman of Hindustan 
Machine Tools. The HMT, whose pro¬ 
duction capacity is about Rs 20 crores 
(1968-69) can utilise up to nearly Rs II 
crorcs only, since the demand for machine 
tools in the country is mainly for expan¬ 
sion and new projects and not for replace¬ 
ment, which accounts for 7 per cent of the 
overall demand. Under these circumstances, 
in the absence of alternate lines of produc¬ 
tion or diversification, the HMT could not 
avoid a loss during the past two years. 
The chairman also cited ihc lising cost of 
production, in addition to unutilised 
capacity for the loss. Though the plan 
for expansion of capacity is sound (since 
there is a big scope for various sizes and 
categories of machine tools), he was of the 
view that there should have been a sys¬ 
tematic statistical anaI>sis of the demand 
paticin. Keeping in view the demand 
pattern, the HMT would have to diversify 
its production, as any other manufacturer 
the world over. Therefore, the HMT 
apart from manufacturing heavy duty 
machines would undertake the manufac¬ 
ture of plastic moulding machines. Mr 
Patil said the HMT would be able to 
manufactuj e highly sophisticated machines. 
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Company Affairs 


SESHASAYEE PAPER 

BV earning profits for the first time in its 
history, Seshasayee Paper 8l Boards Ltd 
has entered a stage of sound performance 
and is likely to show improved record in 
the years to come. Mr S. Narayonaswamy, 
chairman of the company, stated at the 
annual general meeting held recently that 
the profit was achieved in spite of increased 
cost of coal and other materials and subs¬ 
tantia] increase in the salaries and wages. 
He added that taking into account the in¬ 
crease in the capital cost of paper mill 
machinery, rise in the price of paper should 
be of the order of Rs 600 per tonne. The 
paper industry, on the other hand, agreed 
to a modest increase in the price of paper 
to the extent of about Rs 250 per tonne 
in May 1968 and Rs 150 per tonne in April 
1969, which is considerably below the actu¬ 
al increase in costs. 

Mr Narayanaswaniy indicated that the 
paper industry in Tamil Nadu has been 
experiencing anxiety in the context of the 
fixation of a reasonable seigniorage for 
bamboos supplied from the government 
forests. He added that the paper industry 
in the state has been providing a useful 
outlet for the dead bamboos and small¬ 
sized leA-ovcrs, which otherwise would 
perish in the forests. He added that the 
government should keep in view this as¬ 
pect while fixing the seigniorage. More¬ 
over, the company is already paying a 
higher seigniorage than that paid by the 
companies in other states, which again is a 
significant factor to be considered by the 
Tamil Nadu government. 

The chairman outlined the expansion 
progranune of the company which has al¬ 
ready been fully implemented. The pro¬ 
duction is of the order of 105 tonnes a day 
as against 60 tonnes a few months back. 
The company has insulted the latest type 
of equipment for the manufacture of high 
quality duplex boards, tissue papers and 
other light-weight posters. Increased lU’o- 
ductioQ and revUton of prices has increased 
the proOUbility of the company to some 
extent. Although the expansion programme 
has coat the company around Rs 3.50 
qrei^ Mr Narayanaswamy informed the 


shareholders that the company had arranged 
for term loans and deferred credits to the 
extent of Rs 2.75 crores and the com¬ 
pany contributed Rs 75 lakhs towards the 
expansion programme out of its internal 
resources. A significant feature of the ex¬ 
pansion progranune has been that the 
capital cost has been around Rs 3,000 
per tonne as against the current capital 
cost of expansion of Rs 5,000 per tonne, 
thereby showing efficient production 
planning and avoidance of needless capital 
expenditure. 

HEAVY ELECTRICALS 

Heavy Electrical* India Ltd. Bhopal, has 
exceeded targets of production in certain 
lines and in others there has been improve¬ 
ment over the previous years. Mr S. 
Swayambu, Chainnan and Managing 
Director, Heavy Electricals (I) Ltd, Bhopal, 
stated at the annual general meeting held 
recently that new lines arc being established 
and equipment with higher voltage is being 
manufactured. He indicated that water 
turbines and generators have been pro¬ 
duced for the first time in the country and 
circuit breakers and instrument transfor¬ 
mers were produced and delivered during 
the year ended March 31, 1969. Control 
equipment for large industrial drives such 
as rolling mills, cement mills and mine 
winders was also produced by the com¬ 
pany. The output of the factory, therefore, 
increased to Rs 27,2 crores during 1968-69 
as against Rs 9.7 crores in 1965-66. The 
chainnan indicated that shortly the level 
of output will increase to nearly Rs 50 
crores a year and in that stage the com¬ 
pany will be able to make profits and will 
continue to increase production further in 
the coming years. 

Mr Swayambu indicated that orders for 
most of the product lines including water 
turbines and generators were adequate al¬ 
though the situation in regard to thermal 
plant was not satisfactory. As the latter 
product is of long delivery and calls for ad¬ 
vance planning, it is essential that orders 
are received earlier for continuity of pro¬ 
duction. He added that efforts at diversi¬ 
fication were intensified to bring ip more 
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work for the switchgear area and during 
the year the chairman went to Montml, 
London and Stockholm to obtain 
orders for most modem power and control 
devices. Negotiations in this regard have 
been successful and the company is work* 
ing on the orders. The company has also 
made progress in its efforts to secure export 
orders after the expiry of the present con¬ 
sultancy agreement in 1970, which restricts 
the export territory to Nepal, Burma, 
Ceylon and Pakistan. Consequently some 
of the quotations have been very competi¬ 
tive in terms of price and quality and small 
orders have been received from the UARfor 
some medium-sized motors. Orders for 
certain other products were executed from 
Iraq, Malaysia and Switzerland. He added 
that the import content of most of the pro¬ 
ducts of the company li*ds come down 
considerably. 

The total capital expenditure of the 
project has been around Rs 70 crores in¬ 
cluding Rs 11 crores on the township and 
capital work.s in the project have been 
completed. The work on expansion schemes 
for transformers and traction equipment 
is progressing and no new expansion 
schemes are proposed to be undertaken 
so that the company can consolidate and 
maximise the utilisation of (he existing 
capacity. 

INDIA CEMENTS 

Mr P. Suryanarayana, Chairman, the 
India Cements Ltd. has slated at the 
annual general meeting held recently that 
in spite of repeated representations from 
tlie industry for a suitable increase in the 
ex-factory price of cement, the government 
has not given satisfactory relief for a long 
time. It has offered a revision which 
amounts to nearly Rs 4.80 per tonne in 
the case of this company against an actual 
increase of Rs 16.76 per tonne during the 
last three years. Apart from increased costs 
which have reduced profits and ultimately 
reduced capacity of the company to finance 
expansion from its internal resources, Mr 
Suryanarayana indicated that the cost of 
expansion has also increased. As against 
the company's original estimate oP Rs 
10.15 crores in respect of the first phase of 
the one-million tonne expansion scheme in¬ 
volving setting up of three kilns each with 
an annual capacity of 200,000 tonnes and 
acquisition and expansion of foundry unit, 
the current indications are that it would 
cost nearly Rs 11.45 crores. He further 
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stated that the delay in the delivery of the 
coal mill for the second unit at Sankaridrug 
factory has resulted in the underutilisation 
of the additional capacity, which has re¬ 
duced the internal resources of the com¬ 
pany by nearly Rs 1 crore. As a conse¬ 
quence, the second and third plants have 
now been postponed and will go into pro¬ 
duction in 1970. 

Mr Suryanarayana pointed out that the 
government’s decision to lift the control 
over price and distribution of cement with 
cffecl from January 1970 is likely to injure 
the interests of the areas in which cement 
production is presently in suiplus. The 
abandonment of freight pooling will render 
cement units in the southern region un¬ 
economical to dispose of their surpluses 
in the northern and north-eastern regions 
of the country because of high cost of trans¬ 
port. He added that the rate of increase of 
capacity in the relatively scarce regions in 
ihJ north and the north-east will continue 
to be slow as compared to other areas 
where ljme.stonc is in abundance. Conse¬ 
quently the premature termination of freight 
pooling before adequate capacity came 
into existence in the relatively scarcity 
areas might prove to be a problem. 

The company has been able to expoit 
84,370 tonnes of cement and 14,980 tonnes 
of clinker earning around Rs 1.1 crorcs 
in foreign exchange. These exports arc made 
possible by cash assistance from the cement 
regulation account which is available in 
respect of contracts entered into before 
December 15, 1969. The chairman stated 
that the position in respect of contracts to 
be entered into after December 15, 1969, 
is not yet clarified and the repercussion of 
this measure is likely to be adverse. He 
therefore suggested that the government 
should adijust the differences in internal 
and external prices so that exports can 
be sustained and foreign market can be 
maintained. 

SCINDIA STEAM NAVIGATION 

During the year ended Jime 30, 1969, 
the total turnover of the Scindia Steam 
Navigation Co. Ltd, including other re¬ 
ceipts, came to about Rs 36.58 crores as 
against Rs 31.18 crorcs in the previous 
year. After providing a sum of Rs 3.30 
crorcs as depreciation against Rs 3 crores 
in the previous year, the balance remaining 
came to Rs 3.10 crorcs as against Rs 3.02 
crorcs in the previous year. The statutory 
development rebate reserve required to be 
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provided worked out to Rs 0.88 crore as 
against Rs 1.62 crorcs in the previous year. 
Out of the remaining balance, a sum of 
Rs 42 lakhs has been separated for.interim 
dividend, Rs 20 lakhs as provision for 
foreign taxation, Rs 40 lakhs as reserve for 
foreign remittance risk and Rs 36 lakhs as 
dividend equalisation reserve. The direc¬ 
tors have recommended a dividend of Rs 
I 50 per share, subject to deduction of tax. 

INDIAN ALUMINIUM 

Reporting on operations during the first 
lialf of 1969, the directors of Indian Alu¬ 
minum Co. Ltd have announced that sales 
have increased to Rs 12.77 crores as against 
Rs 9.77 crores for the corresponding period 
of 1968. Metal production at the com¬ 
pany’s smeller is five per cent higher than 
that achieved for the first half of 1968. 
Operations at all locations are satisfactory 
and performance is at or above rated capa¬ 
city, resulting from increased demand or 
improvement in operating techniques. The 
net profit for the first six months, after a 
higher provision of Rs 1.26 crores for 
development rebate reserve, amounts to 
Rs 1.26 crorcs, a fraction lower than for 
the same period in 1968. The provision for 
development rebate reserve assumes start¬ 
up of the West Coast smelter during 1969 
as anticipated. Earnings for the second 
half of the year are likely to be adversely 
affected by substantial start-up expenses 
at the new smeller. The directors have pro¬ 
posed an interim dividend of 55 paise a 
share on the fully-paid ordinary shares for 
the year ended December 1969. 

HINDUSTAN LEVER 

The Hindustan Lever Ltd has announced 
its decision to pay an interim dividend of 
60 paise per share in respect of the year 
1969, same as for the previous year, subject 
to deduction of lax. It is to be payable on 
November 11, 1969, to the shareholders 
registered in the books of the company at 
the close of business on October 29, 1969. 

HINDUSTAN WIRES 

The subscription list for the issue of 
150,000 equity shares of Rs 10 each and 
32,000 (9.5 per cent) redeemable cumu¬ 
lative preference shares of Rs 100 each in 
respect of Hindustan Wires Ltd wiH open 
on October 28 to close on November 13 
or earlier at the discretion of the directors 
but not before October 30. The company 
has an authorised capital of Rs 1.50 crores 
and issued, subscribed and paid-up capi¬ 
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tal of Rs 49.93 lakhs. The company has an 
industrial licence for the manufacture of 
23,000 tonnes of steel wires and is already 
manufacturing stainless steel wires, alloy 
steel wires, etc. Hie company has a diversi¬ 
fication programme for the manufacture 
ofthinner sizes of wires and this programme 
is likely to help in saving considerable 
foreign exchange to the country because 
most of these are being imported at 
present. 

TATA CHEMICALS 

Tata Chemicals Ltd has proposed a 
bonus issue in the ratio of one equity share 
for every five held besides declaring a 
dividend of Rs 1.50 per share for the year 
ended June 30, 1969, on a higher capital 
i*csulting from a previous bonus issue. 
The dividend for 1967-68 was Rs 1.70 per 
share. The company has recorded a gross 
profit of Rs 3.12 crores against Rs 2.86 
crorcs for the previous year, the sales going 
up to Rs 11.75 crores from Rs 11.16 
crorcs. Out of the profit, the directors 
have set apart Rs 67.29 lakhs for deprecia¬ 
tion, Rs 22.50 lakhs for development re¬ 
bate reserve and Rs 94.50 lakhs for taxa¬ 
tion, leaving a net profit of Rs 1.28 crorcs. 
The directors have transferred out of this 
amount Rs 1.23 crores to the genera] 
reserve and Rs 5 lakhs to the reserve for 
contingencies. The pro]X)scd bonus issue 
will be made by capitalising a sum of Rs 
86.47 lakhs, and the new shares will rank 
pari passu with the cxi.sting shares for 
dividend from the commencement of the 
current financial year. The proposed 
equity dividend will absorb Rs 64.85 
lakhs. 

BURN AND COMPANY 

Bum and Company Ltd has incurred a 
loss of Rs 19.41 lakhs for the year ended 
April 30, 1969, against a loss of Rs 96.69. 
lakhs in the previous year, after providing 
Rs 32.41 lakhs for depreciation. The 
directors have proposed to skip the equity 
dividend. Development rebate is Rs 1.40 
lakhs and reserve for retiring gratuity Rs 
6.28 lakhs. After transferring Rs 4 
lakhs from taxation provided in the 
previous years b^t no longer required 
and Rs 25.58 lakhs from liabilities 
no longer required written back, 
and making other acUustments, a debit 
balance of Rs 6.41 lakhs is carried forward 
and set off against general reserve. Sales 
have risen from Rs 5.36 crores to Rs 9,79 
crore& 
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THE GWAUOR RAYON SILK MFG. (WVG.) CO., LTD. 

(Pulp Division) 

Birlakootam — Mavoor—Kozhikode 

saves 

enormous foreign exchange for National Development 

by 

manufacturing Rayon-grade Dissolving Pulp out of 
bamboo eucalyptus and wood 

Gram ; ‘WOODPULP’, Calicut. Phone : 3971-74 

Mg. Agents : Birla (Gwalior) Pte. Ltd* Calcutta 
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You can obtain 
Product Improvement 
with Cost Reduction 
in your industry 
with 
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EXIRUSIONS 


Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HINDALCO Aluminium 
Extrusions. There are endless applications 
m every industry using fabricated metal 
shapes as components of assembly. A sin¬ 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, H-sections, hollow shapes 
or semi-hollow shapes or special shapes. 

Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? It will pay you handsomely to 
do so! Please write to: 

HINDUSTAN ALUMINIUM 
CORPORATION LTD. 

Works: Renukoot, U.P. 

Offices: BOMBAY 
JELHI-CALCUTTA-MADRAS 
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COMPANY MEETING 


THE CALCUHA ELEQRIC SUPPLY 
CORPORATION LIMITED 


Chairman, Nr. I. A. Nacpherson’s Review 

The Seventy-second Annual General Meeting of the Calcutta Electric Supply Corporation Limited 
was held on October 10th In London, Mr. I. A. Macpherson, M.B.E., C.A., Chairman presiding. The 
following is from his circulated Review for the year ended 31st March, 1969. 


I am sure stockholders will wish to be associated with the tri¬ 
bute which my colleagues and I pay to Sir William Lamond who 
retired from this Board at the end of June this year. After long 
and distinguished service in India Sir William joined the Board 
in 1949 and held the office of Chairman for two years on the death 
of Sir Harry Bum in 1961. His wide banking knowledge and his 
great experience of the Indian financial scene have been of inesti¬ 
mable value to the Company these last 20 years. His colleagues 
on the Board will miss him greatly. Mr. B. B. Ghosh, recently 
retired from the Chairmanship of the Calcutta Port Commission¬ 
ers, has been appointed in Sir William's place and in accordance 
with our Articles, comes up for re-election at our forthcoming 
Annual General Meeting. Mr. Ghosh is a distinguished civil 
servant who has held several very important assignments. His 
wide administrative experience will be of great value to the 
Company. 

The uncertainty which characterised the West Bengal poli¬ 
tical scene since the General Election at the beginning of 1967 
was dispelled by the results of the mid-term Election held at the 
beginning of this year when the United Front Government was 
returned with a substantial majority. With a Government now 
in power with the authority to govern, one can hope that a cons¬ 
tructive effort will be made to resolve the more pressing of Cal¬ 
cutta's many problems. 

On the economic front there is some evidence that, assisted 
by the second successive good harvest, the recession to which I 
have referred in recent years is lifting, although during the year 
1968/69 this applied perhaps less in Eastern India where the tradi¬ 
tional industries—jute, tea and coal— arc concentrated than 
elsewhere. In the year 1968/69 there #as some recovery from 
the setback that occurred in 1967/68 and the figures for the first 
four months of the current year bear this out — and this despite 
the lean times at present being experienced by the jute industry 
which is, of course, our largest single industrial consumer and 
which has for some time now been severely handicapped by the 
scarcity and high price of raw jute. This situation will continue 
until the new— and, there is reason to hope, more plentiful- 
crop is harvested later on this year. 

Sales of Electricity 

There has been some increase in units sold. This arose princi¬ 
pally from sales for Power Purposes and to domestic consumers. 
As regards the former, while there was a severe reduction in con- 
sutQptkon by the jute Industry this was fortunately more than offset 


by atk ini|.>rovement in sates to engineering and chemical works and 
to public waterworks. Sales to domestic consumers showed a 
welcome increase which almost reached the normal annual a^rage 
and which was a significant improvement on the small increase 
mentioned in my last Review. 

Revenue Account 

Revenue Receipts for the year totalled £ 16.5 million showing 
an increase on the previous year of £ 856,000. Almost all of this 
arose from sales of current and meter rentals. Sales to domestic 
consumers accounted for more than one-third of the increased 
receipts from sales of current. Another quarter arose from sales to 
small industries, and the remainder—about 40%—came from the 
increase in the fuel surcharge to power consumers. 

But against this increase of £ 856,000 in Revenue Receipts, 
expenditure rose during the year by just under £ 2 million, £1.1 
inilfion of which was additional expenditure on imported power. 
The major cause of this was that we were forced to substitute im¬ 
ported power for our own more economic generation by certain 
unscheduled outages of plant at our New Cossipore Generating 
Station, for which no responsibility whatever can attach to our 
operating or maintenance staff. This factor accounted for no less 
than £ 700,000 of the total of £ 1.1 million. The balance was ac¬ 
counted for by the necessity to import more power to meet the in¬ 
creased demand to which 1 have referred and also by the increase 
in the fuel surcharge element of our entire import cost occasioned 
by the increase in the price of coal and freight. This also affected 
our own generating cost which, despite a drop of 163 million units 
sent out from our generating stations, increased by about £176,000. 
Although the effect of the revision of our pay scales was limited to 
the years 1966/67 and 1967/68, almost all employees received an 
annual increment and also, an increase in their cost of living al¬ 
lowance. This added about £ 350,000 to our salaries and wages 
bill. Bad Debts written off* during the year amounted to £62,000 
which was about £ 90,000 more than in 1967/68 when there was a 
credit to this account because of an over-provision the year before. 
The balance o.f this total increase of £ 2 million in Revenue Expen¬ 
diture in 1968/69 as compared with 1967/68 was due mainly la 
the increased cost of materials required for repairs and mainte¬ 
nance and of goods and services generally. 

Net Revenue Accounts 

The reduced Operating Surplus which is reflected in the smal¬ 
ler balance brought down from the Revenue Account on which 
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I have commented above is the reason for the ftreatly reduced 
provision for Indian Income Tax, which as appears from the Notes 
on the Accounts, amounted to £870,000 compared with £ 1.6 
million in the previous year; and the former figure was even further 
reduced by a sum of over £ 300,000 being the net over-provision 
in respect of previous years which has arisen from an additional 
claim to Capital Allowances to which we arc advised we arc ent¬ 
itled. The net result is that the charge for Indian Tax is reduced 
to something under £570,000. Included in the figure of £116,008 
transferred from the Contingency Reserve Fund, is an amount of 
some £ 95,000 (Rs. 17 lakhs) being a draft on this Fund sanctioned 
(subject to their audit) by the Government of West Bengal under 
the Electricity (Supply) Act, This credit, combined with the large 
taxation windfall I have referred to, has had the effect of all but 
eliminating what would otherwise have been a serious shortfall of 
Clear Profit as compared with the Reasonable Return of some 
£1.2 million (Rs. 216 iakhs) to which the Company was entitled 
under that Act. 

We have paid the dividend on the 6% Preference Stock and an 
Interim Dividend of 4i% (actual) on the Ordinary Stock. A Final 
Dividend at the forecast rate of 41 % (actual) is now recommended. 

Balance Sheet 

Capital Expenditure at cost, less provision for depreciation and 
devaluation totalled £ 21.1 million at the end of the year— an 
increase of about £ 257,000 over the figure at the end of the previous 
year. Details are given in the Account of Capital Expenditure 
and Depreciation from which it will be noted that out of gross 
Capital Expenditure of £ 1.6 million incurred during the year over 
half was on mains and service connections. 

Current Assets have increased by over £ 508,000 made up of 
increases in Debtors £ 170,000. Payments in Advance (mostly 
Indian Tax over-paid) £ 366,000 and Stock £ 128,000, offset by a 
reduction of £ 156,000 in Cash and Short Term Deposits. 

Of the 5% Debenture Stock 1970 a little over £1.5 million was 
outstanding at the end of the year—a reduction of over £204,000 
compared with the figure at 31st March 1968. Our Loan from 
the State Bank of India has been reduced by over £ 833,000, 
the proceeds of the Term Loan of Rs. 1.5 crores from the Unit 
Trust of India which appears for the first time in the Balance Sheet. 
Current Liabilities increased by some £ 243,000 compared with the 
figures for the previous year. 

Finance 

Underwriting has now been arranged for the Debenture issue 
to which I referred in my Review last year and for which subscrip¬ 
tion lists opened in India on 3rd October 1969. The Issue is at 
par for Rs. 7.5 crores of 7 J % Debenture Stock, 1980, and is offered 
for public subscription by a Prospectus published in India, 

The Stock will be secured by a Trust Deed in favour of the 
Stale Bank of India as Trustees for the stockholders. Briefly, 
this Deed will provide that the principal and interest will be secured 
by a Fixed Charge on the Company’s freehold and leasehold pro¬ 
perties and buildings thereon and the fixed plant and machinery, 


therein and a Floating Charge on the Undertaking and on tha 
properties and assets of the Company present and future. The 
Company may piake furthei^ issues to rank pari passu provided the 
total amount of stock outstanding docs not exceed 50% of the 
net aggregate written down value of the Fixed Assets and that the 
average combined profits of the Company before depreciation 
and taxation are sufficient to cover at least twice the amount of 
one year’s interest on all stocks so ranking. The Company will 
be permitted to create charges on the assets (other than the Licence) 
the subject of the floating charge, ranking in priority to or pari passu 
with that charge to secure amounts borrowed from bankers in the 
ordinary course of the business of the Company. The Stock will 
be due for repayment on 1st January, 1980—^ the date of the next 
option of purchase of the Undertaking by either the Government 
or the State Electricity Board— and each year until then the Com¬ 
pany will transfer to a Redemption Reserve a sufn of not less than 
Rs. 45 lakhs (£ 250,000). This Reserve may remain invested in 
the Company or may be used for the purchase of the stock on the 
market at or below par. Copies of the Prospectus and of the 
draft Trust Deed will be available for inspection at the Company’s 
Offices in London and Calcutta. The proceeds of this Issue will 
be applied towards the repayment of the balance outstanding of the 
Company’s 5% Debenture Stock, 1970, the Loan from the State 
Bank of India and the Term Loan from the Unit Trust of Indig, 
the total of which will amount at the end of the year to some* 
£ 4.2 million (Rs. 7.5 crores). 

Our budget for the quinquennium 1969/70 to 1973/74 provides 
for Capital Expenditure of some £ 11.75 million (Rs. 21 crores), 
the bulk of which will, of course, be provided from the Company’s 
Cash Flow (mainly depreciation plus retained earnings). To the 
extent to which it is not, external finance will be required. We 
estimate that a sum of Rs. 10 crores (of which the present issue of 
Debenture Stock can be regarded as the first tranche) will be re¬ 
quired during this quinquennium for the refinancing of the existing 
Loan and Debenture Capital and for the provision of that part 
of the Capital Expenditure budget not provided by the Com¬ 
pany’s Cash Flow. Of this total sum the present refinancing 
operation will, as I have said, require about £ 4.2 million (Rs. 7.5 
crores). It is thus expected that a second tranche of some £1.4 
million (Rs. 2.5 crores) will be issued under the terms of the Trust 
Deed at some later date to augment development funds. The 
timing and extent of this second tranche will depend on the rea¬ 
lisation of our expectations with regard to the grbwth in demand 
for power in the Company’s licensed area on the one hand and, 
on the other, on the Company’s continued ability to cam its Rea¬ 
sonable Return. 

Administration 

I regret to say that we have not been able to use the 1903 ICL 
computer which, as 1 have reported in recent years, was Installed 
in Calcutta primarily to improve the efficiency and economy of 
consumer billing. In a country like India, faced with the dread¬ 
ful problem of mass unemployment, one cannot but sympathise 
with the “No Automation’’ view, but on the other band it is not 
by any means certain that such a policy is not self-defeating. 
Because of the adverse effect it may have on efficiency it may, in a 
basic industry such as ours, result in driving secondary industries 
elsewhere. There is much to be said for the proposition thet an 
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Undertalring Itlce thi3 which is charged with*tlie obligation of pro¬ 
viding electricity to the vast Calcutta industrial «')nd residential 
complex should^ in the greater public interest, be allowed to use 
the tools which will promote maximum economy and cflficicncy. 
But there could, of course, be no question of our taking our com¬ 
puter into me without Government's acquiescence and in fact en¬ 
couragement. As this was not presently forthcoming, arrangemen¬ 
ts for its removal are to be made as the substantial hiring charges 
involved are at present completely unproductive. Government as 
thb potential owners, have a vested interest in the continued effi¬ 
ciency of this Undertaking—an interest which, we think, will be 
ill-served by a decision to remove this equipment. 

Transfer of Management and Control to India 

Stockholders have already been advised that the Board have 
come to the conclusion that the time has arrived when the mana¬ 
gement and control of this Company should be transferred to In¬ 
dia and that the necessary permission of H. M. Treasury for this 
move had been sought. This has now been granted and the con¬ 
sent of the Members of the Company to the transfer will, there¬ 
fore, be sought at an Extraoidinary General Meeting to be held 
towards the end of October w hen certain consequemial amend¬ 
ments to the Company’s Articles of Association will be pul before 
them for approval. With the notice convening that meeting there 
will be circulated a letter which will set out in detail the factors 
which have weighed with the Board in considering this move and 


its implications for stockholders. 

In our judgement, what we are recommending is in the best 
interest of the Company, ns consumers and the majority of its 
stockholders. To those stockholders who may have reason to 
doubt whether this move will be in their immediate interests, 1 
would say that it might be misleading to compare their present 
position with their position after the transfer because, denied the 
benefits with regard to Indian Corporation Tax and U.K. Sche¬ 
dule ’F' Tax which the transfer will confer, it is more than likely 
that the Company would no longer be able to maintain its divi¬ 
dends at the present level. 

It will, T am sure, be appreciated that it has not been an easy 
decision to make, that after 72 years, this fine Company should 
cease to be controlled and managed in the U.K. where the majo¬ 
rity of the voting rights still reside, but I trust that stockholders 
will agree that the decision we have come to is the right one and 
that they will endorse it by voting forii cither in person or by proxy 
when it comes before them. 

Staff 

It is a great privilege again to express our thanks and appre¬ 
ciation to all our employees for the sterling service they have 
rendered during the year. 

N.B. This statement is not a report of the proceedings of the 
Annual General Meeting referred to aho«e. 
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a popular stylist 


his styles are the dream ; 

he lends the town a'hooting; 
his models are the cream; 

GWALIOR SUITING 

m 

^ GWALIOR SUITING- MEN ARE MEN WHO HAVE AN EYE OE ORIGINALITY 



AVAILABILE IN DELHI AT: 

Mills’ Re ail Depot, 4-25, Connaught Place; Sylco. 11-E, Connaught Place; * 

Sons, Opp. Bank India, Chandnl Chowk; Raiknnial Emporium, 113-E, Kamla Nagar and other 

leading stores* „ , 

DISTRIBUTORS ; Hariram BanarsidaM. Katra Naya ; ^upta Bros^ Traderr^Katra^M^- 
Harnarain Chandni Chowk; Pindidass Shani & Sons, Katra Ashrafi; S. R. Traders, Katra M^oii. 
“Engh & Sons, Katra Subhash; Lucky Silk Store. Katra Anand Praka^ & Son,, 

Nai Sarak; Mahindra Cloth House. Chandni Chowk; S 

Sumer Chand Jain, Katra Shahanshahi; Rugganmal Puranchand. Katra Choban, Shiva Textile, 

Katra Naya, Chandni Chowk, Delhi 

AGENTS : Gangabishan Bhasin, Krishan Gali, Katra Neel; S. K. Traders, atra cc. 
Chandni Chowk, Delhi. 
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INDIA'S FOREIGN TRADE: A REVIEW 


INDIA'S exports during the year 1968-69 were an all-time 
high. Last week we had covered the month-wise, year-wise 
and commodity-wise trends in our exports, (see pages 721 and 
722). This week We conclude the survey with a review of 
the trends in the direction of our exports, exports of primary 
and manufactured goods, etc. 

As much as 6() per cent of the overall rise in exports of Rs 161 
crores during 1968-69 over the preceding year is accounted for by 
an increase in exports to Asia and Oceania region; of this, about 
46 per cent relates to the ECAFE countries alone. About 25 
per cent of the increased exports went to cast Europe. It is 
encouraging that India's exports to the EEC countries increased 
by 25 per cent and to the USA by 13 per cent. Our exports to 
Africa were also slightly higher. As against this, there was a big 

INDIA’S EXPORTS t 
(Main lb 


setback in our exports to (he UK which declined by 12 per cent^ 

India's exports to Asian and Oceania countries at Rs 412 crores 
during 1968-69 were higher by Rs % crores compared to J967-68. 
This increase was shared both by ECAFE countries and the west 
Asian countries, partly because of the continued closure of the 
Suez Canal. To the ECAFE countries, India’s exports at Rs 344 
crores during the year under review, were higher by Rs 74 crores 
compared to the preceding year. 

Exports to west Asian countries at Rs 67.2 crores during 
1968-69 were higher by as much as Rs 22.7 crores compared to 
1967-68. There was a marked increase in our exports to Kuwait, 
Iraq, Saudi Arabia, South Yemen and Qatar. Value of exports 
to these countries stood at Rs 18.3 crores, Rs 11.5 crores, Rs 11 
crores, Rs 7.7 crores and Rs 7 crores during 1968-69 as^against 

PRIMARY PRODUCTS 
only) 

(Value in Rs lakhs) 





April-March 


RKcC+VfalK- 

) in April- 



— 

-- 

_- 


March 1968-69 over 

C'onimodity 

Unit 

J 968-69 

1967-68 


April-March 

1967-68 



Quantity 

Value 

Quantity 

Value 

Quantity 

Value 

Fruits and vegetables and pulses 

Value 


7642 


5228 


+ 2414 

Cashew kernels 

000 tonnes 

63.7 

f)093 

51.0 

4330 

+ 12.7 

+ 1790 

Pulses 

000 tonnes 

26.4 

392 

3.7 

68 

+ 22.7 

+ 324 

Onion:^ 

000 tonnes 

103 I 

457 

103.3 

417 

-0.2 

+40 

Vegetable oils (Mon-csscntial) 

000 tonnes 

48.7 

1171 

17.0 

396 

+ 31.7 

H-7755 

Castor oil 

000 tonnes 


989 

6.8 

220 

+ 29.7 

+ 769 

Tea 

Mill. Kgs. 

200.8 

I565I 

203.3 

18022 

'2.5 

2371 

Oil cakes 

000 tonnes 

832 0 

4947 

746.3 

4547 

+ 85.7 

+ 400 

Tobacct> unmanufactured 

000 tonnes 

52.7 

3316 

55.4 

3485 

2.7 

169 

Spices 

000 tonnes 

49.3 

2514 

51 .6 

2724 

2.3 

210 

Pepper 

000 tonnes 

19.0 

974 

25.1 

1310 

- 6.1 

336 

Cardamoms 

000 tonnes 

1.4 

687 

1.5 

712 

0.1 

25 

Chillies 

000 tonnes 

9.2 

227 

7.2 

210 

-hl.o 

+ 17 

Turmeric 

000 tonnes 

6.3 

211 

6.0 

138 

+0.3 

+ 73 

Groundnuts 

000 tonnes 

37 3 

702 

JO.O 

160 

+ 27.3 

+ 542 

Manganese ore 

000 tonnes 

1314.5 

1346 

1047.0 

1110 

+ 265.5 

+ 236 

Fish 

000 tonnes 

24 8 

2270 

20.3 

1841 

-} 4.5 

+ 429 

Hides & skins, raw 

Value 


532 

- 

757 


225 

Raw wool 

000 tonnes 

8.8 

487 

9.2 

565 

0.4 

- -78 

Raw jute 

000 tonnes 

10.3 

243 

12.4 

262 

2.1 

19 

Lac 

000 tonnes 

17.7 

503 

15.3 

515 

•: 2.4 

■12 

Animal casings 

Value 


187 


245 

... 

58 

Mica 

Mill. Kgs. 

20.8 

1346 

22.9 

1504 

2.1 

158 

Raw cotton 

000 tonnes 

28.4 

1110 

44.6 

1475 

16.2 

465 

Iron ore 

Mill, tonnes 

15.7 

8840 

13.7 

7477 

+ 2.0 

1 1363 

Coffee 

000 tonnes 

28.7 

1796 

34.0 

1818 

5.3 

-22 

Iron and steel scrap 

000 tonnes 

506.7 

842 

527.3 

1102 

20.6 

260 

Sugar 

000 tonnes 

99.0 

1010 

228.2 

1595 

129.2 

585 

Essential oils, perfume and flavour 








materials 

Value 


439 


384 


+ 65 
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Rs 12.3 cnircs, Rs 4.8 crorCN, Rs 5.9 crorc.s, R.s 5.3 crorcs and 
Rs 4 crpres rcspcct^ely m 1967-68. lixporis to Bahrein Islands 
and Lebanon were alsti slightly Jiighcr. However, there was a 
fall in our exports to Jordan and Syria. 

India’s export to cast European countries amounting to Rs 266 
crores during 1968-69 ^\i:rc higher by over Rs 40 crorcs compared 
to 1967-68. The rise was sharotl by all couiurie.s excepting Hungary 
and East Cicrmany. Eixports to the liSSR, our major trading 
partner in the region, increased to Rs 148.3 crorcs as against 
Rs 121.8 crores in 1967-68. Similaily exports to Poland stood 
at Rs 24,9 crorcs as against Rs 22 crorcs during 1967-68. Exix)rts 
to Yugoslavia, w'hich citused some concern in the last two years 
or so, improved by Rs 7,3 crores to Rs 18.9 crorcs m 1968-69. 
Our exports to Czechoslovakia also increased by Rs 2.6 crorcs 
to Rs 31.8 crorcs. There was an improvement in our exports 
Co Bulgaria and Roumaiiia also. 

India’s exports to west f-uroiscim countric> declined by 
Rs 3.2 crorcs to Rs 339.4 crorcs during 1968-69 as compared to 


1967-68, This decline was due to the fall Jo exports to the EFTA 
region mainly to the UK, one of our leading trading partner. 
Exports to the UK at Rs 201.5 crores were lower by Rs 27.5 
crores. It is significant that exports to all the EEC countries 
improved in 1968-69. Exports to Belgium were particularly 
higher at Rs 31.5 crorcs as compared to Rs 20.7 crorcs in 1967-68. 
Similarly, exports to West Germany were higher by Rs 4.3 crores, 
to France by Rs 4.5 crores and to the Netherlands by Rs 2.4 
crores; the increase in exports to Italy were of the order of 
Rs 25 lakhs. 

Our exports to Africa at Rs 72.8 crorcs during 1968-69 were 
higher by Rs 2.6 crores compared to 1967-68. Exports to UAR 
were nominally higher at Rs 121.8 crores. Exports to Kenya at 
Rs 8.1 crores were higher by Rs 2.0 crorcs. Our exports to 
Ethiopia doubled and amounted to Rs 2.25 crores. There has 
lieen some increase in our exports to Ghana, ufbya, Mauritius, 
Sierra Leone, Tanzania and Uganda also. As against this, there 
was a decline of Rs 2.3 crorcs in exports to Sudan which were 


INDIA’S EXPORTS OF MANUFACTURED AND SEMI-MANUFACTURED PRODUCTS 


(Main items only) 


(Value in Rs. lakhs) 


Rise i+) fall (—) in 

April-March ApriJ-March 1968-69 * ^ 

( oinmi>dir\ Unit - - - -- —--- over April-March 

1968-69 1967-68 1967-68 


Quantity 


Jute manufactures 

T.akh tonnes 

6.53 

Cotton piccegoods mill jnadc 

Mill. .Sq. metres 

447.2 

Coir yam and manutacliires 

000 tonnes 

.58.7 

Colton W'astc 

000 tonnes 

26.9 

Arlwarc metal, brass and copper 

Value 

— 

Colton piccegoods handloom 

Mill, metres 

19.5 

Cotton yarn 

Leather and Icalhcr manuf<ictiircs (cxcl. 

Mill kgs. 

19.5 

footwear) 

Value 

- 

R.L tanned hides and skins 

Mill. kgs. 

22.0 

Finished leather 

Mill. kgs. 

0.7 

C hrome tunned 

Leather mi.scc1 la neons and manufac¬ 

Mill. kgs. 

10.9 

tures of leather 

Value 


Engineering goods 

Value 


Iron and steel 

Pearls, precious 4Uid scmi-piceious 

Value 


stones 

Mineral, fuels. Lubricants and related 

Value 

— 

products including coal and coke 
Chemicals and allied piodiicfs (exclud¬ 

Value 


ing essential oils) 

Fabrics of art silk and synthetic fibres 

Value 


and mill, spunglass-millmade 

metres 

17.5 

Rubber manufactures 

Value 


Cotton apparel 

Value 

— 

Handmade carpets and druggets 

Value 

-- 

Other cotton manufactures 

Value 

— 

Footwear-leather and canvas 

Mill, pairs 

12.7 

Ferro-minganese and ferro alloys 

000 tonnes 

85.2 

Paper and paperboards 

Value 

— 


Value. 

Quantity 

Value 

Quantity 

Value 

21801 

7.53 

23409 

-1.00 ^ 

- 1608 

6549 

425.1 

5960 

+22.1 

+ 589 

1384 

56.0 

1275 

+2.7 

+ 109 

460 

28.1 

463 

- -1.2 

-3 

498 


279 


+ 219 

501 

25.1 

578 

—5.6 

77 

1286 

9.7 

689 

+9.8 

+ 597 

7267 


5345 


+ 1922 

4953 

14.9 

3481 

—7.1 

+ 1472 

163 

0.9 

509 

-0.2 

—346 

1810 

7.0 

1325 

+ 3.0 

+ 485 

341 

— 

30 

— 

+ 311 

6742 


3257 

— 

+ 3485 

7445 


5194 


+ 2251 

4476 

- 

3037 


+ 1439 

1210 

— 

915 

— 

+295 

1751 

. 

1185 


+ 566 

348 

6.1 

139 

+ 11.4 

+209 

471 

-- 

309 


+ 162 

333 

— 

266 


+67 

1145 

-- 

981 

— 

+ 164 

1451 

— 

1168 


+283 

911 

10.8 

911 

+ 1.9 

— 

448 

40.5 

289 

4^44.7 

+ 159 

738 

— 

284 

— 

+454 
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valued at Rs 18.5 crotes during 1968-«9. There was also a fall 
in oiir CT^xirts to Tunisia, 2^ainbia and Nigeria. 

DIRECTION OF INDIA’S EXPORTS 

(Value in Rs lakhs) 


76t 

(Value in Rs lakhs] 
April-March 


Region/Major Country 


AFRICA 

Ethiopia 

Ghana 

Kenya 

Libya 

Mauriti as & dependencies 

Nigeria 

Sierra Lcon*i 

Sudan 

Tanzania, United Republic of 

Tunisia 

Uganda 

United Arab Republic 
Zambia 
AMERICAS 
North America 
Canada 
USA 

Latin Anicrica 
Argentina 
Peru 
Uruguay 

Other American Countries 
Guyana 

Trinidad & Tobago 
ASIA AND OCEANIA 
ECAFE 
Afghanistan 
Australia 
Burma 
Ceylon 
Formosa 
Hongkong 
frail 
Japan 

Malaysia (E\cl. SingajTorc) 
Nepal 

New Zealand 
Philippines 
Singapore 
Thailand 

Vietnam, Republic of 
Other Asia and Oceania 
Bahrein Islands 
Fiji 
Iraq 
Jordan 
Kuwait 
Qatar 
Lebanon 

S. Yemen. Peoples’ Republic of 

Saudi Arabia 

Syria 

EAST EUROPEAN COUNTRIES 
Bulgaria 
Czechoslovakia 
German Democratic Republic 
Hungary 
Poland 
Roumania 
USSR 
Yugoslavia 


2182 

J24 

26967 

26398 

2971 

23427 

365 

65 

50 

32 

204 

25 

43 

41164 

34441 

971 

2550 

1194 

2336 

259 

1138 

2146 

15833 

710 

2465 

685 

266 

1344 

744 

64 

6723 

319 

105 

1149 

185 

1833 

703 

180 

775 

1097 

115 

26650 

725 

3177 

1984 

1006 

2488 

550 

14831 

1890 


Regiou/Major Countries 


Republic 


1968-69 


1967-68 


April-March 

WEST EUROPE 


_ 

ECM CouQtrlef 

1968-69 

1967-68 

Belgium 

_ 

. _ . 

France 

7280 

7018 

German Federal 

225 

112 

Italy 

116 

90 

Netherlands 

812 

604 

KFTA Countries 

145 

113 

UK 

132 

112 

Denmark 

308 

375 

Sweden 

125 

63 

Switzerland 

1847 

2075 

Other West Europe 

494 

409 

Finland 

145 

?0() 

Ireland 

224 

144 

Spain 


2153 

196 

24456 

27320 

2977 

20743 

545 

57 

131 

41 

191 

31 
52 

31541 

27084 

695 

2798 

384 

1493 

32 
835 

1420 

13592 

691 

1840 

627 

69 

878 

849 

117 

4457 

259 

108 

483 

21? 

1231 

440 

153 

526 

590 

211 

22594 

397 

2917 

2031 

1282 

2201 

422 

12179 

1165 


33941 

11148 

3149 

2005 

2650 

1806 

1537 

21700 

20I5I 

265 

457 

673 

1093 

31 

570 

201 

136002 


343M 

8931 

2069 
1554 
2228 
1781 
1298 
24305 
22905 
271 
342 
586 
1024 
>56 
624 
140 
119869 


Total Exports (Jncl. Rf-Exportsi 
IVofe : Figures, are .subject to revision. 

The declining trend in India’s imports which stalled after 
devaluation continued through 1968-69. Imports during 1968-69 
at Rs 1861 6 crorcs recorded a decline of 16.1 per cent compared 
to imports at Rs 2218.4 crores (in post devaluation rupees) during 
1965-66. Compared to the preceding year, the imports during 
1968-69 were lower by 7.3 per cent. Reduction in total imports 
U.e. Rs 146 crores) during 1968-69 compared to 1967-68 was 
more than accounted for by the decline in imports of cereals. 
Thanks to the record food crops last year, India’s imports of food- 
grains during J968-69 registered a decline of Rs 181.6 crores 
compared to the preceding year. The decline was largely in 
the case of wheat and ccieals unmillcxl (other than rice, wheat, 
barley and maize). Similarly the imports of metals fferrous and 
non-ferrous together) at Rs 175.1 crorcs during 1968-69 were 
also lower by as much as Rs 20.1 crorcs or 11.5 pci cent compared 
to 1967-68. The reduction in the imports of nv:tals w'as both 
III the ease of iron and steel (mainly special steels) as well a< non- 
Icrrou*' metab <licIi as aluminium and a small decline in silver and 
platinum. It was mainly the result of the country’s efforts in the 
direction of import substitution. The import of fertilisers, on 
the other hand, at Rs 150.2 crores during 1968-69 maintained the 
upward trend uninterruptedly, although the increase la.st year 
as marginal a.s the domestic pnxluciion has of late increased. 
Fable below brings out the tiends in composition of India’s 
ini|>orts during the laM few' yetirs. 


Total Imports 

Of which: Foodgrains 

Metals 

Fertiliser? 

Machinery and 
Transport equipment 
Raw materials and 
intermediates ^>thci 
than fertilisers) 


(In |K)st 

devaluation rupees 

crores) 

1965-66 

1966-67 

1967-68 

1968-69 

2218.4 

2078.4 

2007.6 

1861.6 

507.2 

651.0 

518.2 

336.6 

262.6 

183.7 

195.2 

175.1 

44.7 

103.0 

148.8 

150.2 

803.7 

593.4 

517.3 

529.9 

683.7 

514.7 

579.2 

638.7 
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From the above table It will be seen (hat oiir imports of 
machinery and transport equipment which declined during 1966-67 
and 1967-68 went up during 1968-69. The rise was in the case of 
non-elcctrical machinery, apparatus and appliances, which offset 
the decline in metal manufactures, electrical machinery and 
appiiratus and Iran-port equipment. The import of raw materials 
and intermediates ^c\cluding fertilisers) which after devaluation 
declined by 24.7 per cent during 1966-67 continued to rise there¬ 
after. During 1967-68 these imports were higher by 12.5 per cent 
over 1966-67 and during 1968-69 the rise was 10.3 p<Jr cent over 
the preceding year. A rise in the imports of industrial raw ma¬ 
terials, intermediates and machinery spare parts and components 
is indicative of a revival in the industrial activity in the country. 

Apart from the fall in the imports of foodgrains, the main 
items whose imports during 1968-69 compared to 1967-68 dec¬ 
lined considerably wcihj iron and >lccl(Rs 20.1 crorcs)aluminium 

13.2 crorcs), ^^iilphur and unroasted iron pyrites ^Rs 19crores), 
tobacco (Rs J crorc), petroleum crude and partly rcfinctl 
(R^ 5.4 crorcsl, hand or machine tools t'Rs 1.6 crorcs) animal 
oils and fats (Rs 8.2 crorcs), fixed vegetable oils and fats (Rs 6.9 
crorcs), inorganic chemicals (Rs 5.6 crores), power generating 
machinery other than electric (Rs 7.7 crorcs), metal working 
machinery (Rs 7.9 crorcs). textile and leather machinery (Rs 13.3 
crorcs), machine for special industries (R? 5.3 crorcs), railway 
vehicles (Rs 7.09 crore.s), road motor vehicles (Rs 2.4 crorcs), 
aircrafts (R« 5.3 crores), ships and boats (Rf? 1.8 crores), profes¬ 
sional, scientific and conn oiling instruments, photographic and 
optical goods, watches and clocks (Rs 4 crores). 

The main items whose imports increased during 1968-69 
compared with 1967-68 were cashcwuuis (Rs 6.3 crorcs), raw 
cotton {Rs7.2 crores), raw jute (Rs 7.5 crores), fertilisers crude 
(Rs 2.8 crorcs), petroleum prodiicb (Rs 14.3 crorcs), organic 
chemicals (Rs 10.9 crorcs), dyeing ard tanning substances 
(Rs 1.1 crorcs), essential oils, perfumes and toilets (Rs 16 lakhs), 
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plastic material? (Rs 1.2 crores), rubber manofactures (Rs 1.2 
crores), paper, paperboard and manufactures (Rs 61 lakhs), 
non-metallic mineral manufactures (Rs 14.5 crores), copper 
(Rs 3.6 crorcs), nickel (Rs 2.2 crorcs), zinc (Rs 5.6 crorcs), 
tin (Rs 1.9 crores), household equipment of base metals (Rs 2.2 
crores). 

The latest import policy for the financial year 1969-70 places 
emphasis on export production and import savings. Industrial 
units in both priority and non-priority sectors which have exported 
10 per cent or more of their production in 1968 will be granted 
Facilities for imports from preferred soutccs of supply and 
expansion of their production capacity. Industrial units in 
spec ified priorii\ industries which have failed to export five per cent 
of their production would be liable to cuts in import licences. A 
new scheme has been introduced for issuing import replenishment 
licences to recognised merchandising export houses against their 
exports of non-lraditional products. 

New units in the small-scale sector in engineering, chemical 
and electronics industries will be granted higher value initial 
import licence to give them a better start. Additional 316 items 
have been banned from the import list. While 129 items which 
were hitherto allowed to actual users without restriction will be 
allowed in a restricted basis. Quotas of established importers 
have been cut in ter pcct of 19 items. Imports of six more items vif. 
copra, mutton tallow, soyabean oil, palm oil, corkwood and* 
sodium nitrate have been canalised through STC/MMTC. Imports 
of natural rubber, sulphur products, vitamins and antibiotics will 
be normally arranged through STC for sale to actual users, 
although these items have not been included in the list of canalised 
items. The STC' will act as an indenting house for actual users 
in respect of certain items such as carbon black, alumium oxide, 
phosphoric acid, titanium di-oxide and cellulose acetate. 

The following table summarises India’s principal imports 
during 1960-61 and during the period 1965-66 to 1968-69. 
PORTS 

(Rs crores; at post-devaluation rates) 


C'oniniodity 

Consumer goods 

Cereals and cereal prepara lions 
Raw materials and intennedlate manufactures 

C'ashcw' nuts (unprocessed) 

Fibres, 

Raw wool 
Raw C'oiton 
Raw jute 

Petroleum oils and lubricants 
Animal and vegetable oils and fats 
Fertilisers and chemical products 
Fertilisers & fertiliser materials 
('hcmical elements and compounds 
Dyeing, tanning and colouring matciials 
Medicinal and pharmaceutical products 
Paper, Paper board and mfrs. thereof 
Iron and steel 

Non-metallic mineral mamifactuics 
Non-ferrous metals 
Capital goods 

Manufactures of metals 

Non-elcctrical machinery, apparatus and appliances 
Electrical machinery, apparatus and appliances 
Transport equipment 
TOTAL IMPORTS 


1960-61 

1965-66 

1966-67 

1967-68 

1968-69 

285.7 

507.2 

651.0 

518.2 

336.6 

285.7 

507.2 

651.0 

518.2 

336.6 

730.2 

754.4 

669.3 

782.7 

749.9 

15.1 

23.7 

23.0 

25.1 

31.4 

16.4 

8.1 

11.8 

11.8 

11.2 

128.8 

72.8 

56.5 

83.0 

90.2 

12.0 

8.8 

20.6 

1.8 

9.3 

109.1 

107.5 

63.1 

74.8 

83.7 

7.2 

24.2 

14.8 

34.1 

19.1 

23.4 

81.4 

124.9 

148.8 

150.2 

61.9 

56.5 

44.9 

77.4 

82.7 

20.3 

10.4 

8.9 

7.8 

8.9 

16.5 

13.8 

17.4 

17.5 

17.5 

19.1 

21.1 

21.7 

17.6 

18.3 

193.0 

154.3 

91.9 

106.2 

86.2 

11.7 

19.0 

13.2 

•• 17.3 

32.3 

74.5 

108.3 

85.7 

88.9 

89.0 

560.5 

803.7 

593.4 

510,4 

530.0 

36.1 

28.6 

17.3 

14.2 

13.5 

320.3 

525.7 

408.0 

336.6 

370.0 

90.1 

138.3 

105.9 

85.6 

81.1 

114.0 

111.1 

62.2 

80.9 

65.4 

1795.0 

221S.7 

2078.4 

2007^ 

1641.6 
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Did you help, 
provide a roof 
for this family? 



Yes, you did, through 
your Lie policy! 


Thousands of people all over the 
country live in houses built with the help 
of Lie funds. Funds of which your 
premiums form a part. 

Lie has till how given crorcs of rupees 
in loans for housing schemes—taking 
concrete steps to build more houses, 
each building providing homes for 
many families. This is only one of 
its many Social Welfare Schemes. 

When you lake an LIC policy, you not 
only gain security but join hands in 
a vast endeavour for mutual benefit. 

LIC assists through the following 
housing schemes: 


(1) Schemes for grant of Joans on 
mortgage of Immovable Properties. 

(2) “Own Your Home” Scheme. 

(3) Scheme for financing of 
Co-operative Housing Societies formed 
by the Employees of LIC. 

(4J Scheme for grant of loans to 
Individual Employees of the LIC for 
construction of tlieir houses. 

(5) Scheme for grant of loans to Public 
Limited Companies for purposes of 
Housing Schemes of their employees. 

(6) Scheme for Joans to Co-op. Housing 
Societies of employees of Public Limited 
Companies for construction of nouses. 


Lie ^Your companion in progress 

A SP/LIC/Z-S 7 
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a popular stylist 


his styles are the dream; 

he lends the town a'hooting; 
his models are the cream; 

" GWALIOR SUITING 

V 

^ CWALIOR SUrriNO' MEN ARE MEN WHO HAVE AN BYE OF ORIGINALITY 

AVAILABILE in DELHI AT; 

Mills’ Re ail Depot, A-25, Connaught Place; Sylco, 11-E, Connaught Place; BhagirathmaJ A 
Sons, Opp. Bank of India, Chandnl Chowk; Raikaiiial Emporium, 113-E, Kamla Nagar and other 
leading stores. 

DISTRIBUTORS : Hariram Banarsidass, Katra Naya ; Gupta Bros., Katra Naya ; NandUl 
Hamaraio, Chandni Chowk; Pindidass Shani & Sons, Katra Ashrafi; S. R. Traders, Katra M^otl; 
Kalasingh & Sons, Katra Subhash; Lucky Silk Store, Katra Rathi; Anand Pr^ash A Sons, 
Nai Sarak; Mahindra Cloth House, Chandni Chowk; Ganpatrai Jagdishnarain, Katra Marwan ; 
Sumer Chand Jain, Katra Shahanshahi; Rugganmal Puranchand, Katra Choban; Shiva Textile, 
Katra Naya, Chandni Chowk, Delhi. 

AGENTS ; Gangabishan Bhasin, Krishan Gali, Katra Neel; S. K. Traders, Katra Neel, 
Chandni Chowk, Delhi. 
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IMPORT SUBSTITUTION 


Import Substitution 
IndustrialisinK Backward Regions .. 
Mr Mehta Plays It Soft .. 

In the Midst of Uncertainties 

The Destitutes and the Plan 
—M. Ananthasayanam Ayyangai 

Wealth Tax on Agricultural Property 

—R. Cliandra Prakash 

Profitability of Family Planning 
Programme -L.N. Dahiya 

Road Transport in India 
Dr J.S.K. Patel 

Coastal Fisheries in Mysore State 

- Mohandas Pai 

WINDOW ON THE WORI.D 

Pearson Recommends Doubling 
India’s Aid. 

West Germany in World Pharma- 
ceiJiicals. 

TRADE WINDS. 

Four Ministers Relieved; Defence Aid 
to Industry; Foreign Trade in August; 
Package Plan for Repatriates; Co¬ 
lombo Plan Meet; US Loan for Ma¬ 
chinery; Trade with Romania; Indo- 
Bulgurian Co-operation; Trade with 
Czechoslovakia; Indo-GDR Trade: 
Exports During Fifth Plan: Mari¬ 
time Body Meet; Nuclear Turbines 
by HEL; Esso’s Indianisation: Gene¬ 
ral Insurance Efficiency; Indian Oil; 
Zinc Smelter. 

COMPANY AFFAIRS . 

Calcutta Electric Supply; Hindustan 
Dowidat Tools; Jaipur Udyog; V.S.T. 
Tillers Tractors; Glaxo; Incheck 
Tyres; DCM; Crompton Greaves: I.i- 
ccnccs and Letters of Intent. 

RECORDS AND STATISTICS .. 

India’s International Investment 
Position. 
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THE REDUCTION in the unfavourable balance of trade in Januaiy*August 
this year to almost one-fifth of the level in the corresponding period of last year 
has been made possible by increased exports as well as reduced imports. Whereas 
exports during this period rose by Rs 60 crores, imports fell by more than Rs 300 
crores. Partly, the fall in imports has been brought about by the comfortable 
supply of foodgrains and the consequent lower imports. But the “unstinted and 
wholehearted co-operation offered by the industry” for hastening the pace of import 
substitution has also been a major factor. In a review of the impact of import 
substitution on our economy, the Directorate General of Technical Development 
in the Ministry of Industrial Development, Internal Trade and Company Affairs, 
has generously praised the part played by industry in reducing the bill of imports. 

The analysis made by the Directorate covers the period I960 to 1967 and the 
findings of this study show that “the allocation of foreign exchange to the DGTD 
units was increased only by about one-third during the above seven-year period” 
while the value of production more than doubled. This encouraging trend has been 
a significant factor in the attainment of scif-suflicicncy in many industries and in 
making import substitution a success. 

The saving in foreign exchange has been brought about by industry in a 
number of ways. These include substitution of imported raw materials 
indigenously produced materials, reduction in the consumption of imported 
equipment and components, change-over of production of chemicals and chemical 
products from intermediates to basic raw materials, substitution of imported raw 
materials or components by bringing about changes in the spcxiifications of 
the end-products and acceleration of the phased manufacturing programmes 
to achieve greater indigenous content in the shortest possible time. The gains 
made in specific industries highlight the exicnl of progress made. For chemical 
and engineering industries, looked after by the Directorate, the total value of 
production in this country in 1960 was around Rs 688 crores, involving a foreign 
exchange expenditure of about 30 per cent of the value of production. By 1966, 
the output of these industries had increased by about two and a half times while 
the foreign exchange component worked out to only 18.4 per cent of the total 
value of production. The same process has been carried out in a number of 
other industries and it is the total of economies effected in various industries 
that has made it possible to reduce imports by a significant margin. 

This achievement, however, should not blind us to the fact that as the economy 
expands, the absolute value of imports vvil! continue to increase instead of declining. 
For example, the establishment of a tyro factory reduces the value of imports of the 
finished product, but the indigenous supply of raw materials (c.g., rubber) being 
insufficient, their imports cannot he avoided. Therefore, excessive emphasis 
on import substitution can also be dangerous, in the sense that it might slow down 
the machinery for production. 


ANNUAL SUBSCRIPTION 
INLAND : Rs 85.00 
FOREIGN ; £7-0-0 or 117-00 
Airmail & Advertisenient Rates 
oD Enquiry 

REGISTERED OFFICE 

UCO Bank Building, P. Box 34, 
Parliament Street, New Delhi-1 


In the process of making increased use of indigenous raw materials and 
encouraging import substitution wherever }x>ssiblc, we have inlroduccd certain 
rigidities in our costs with the result that the indigenously produced goods are 
more costly than the imported ones. This, how'cver, cannot be avoided in the 
first round because of the objective to develop capacity for maiuifacturing certain 
products within the country. However, once the capacity for these industries 
has been established, all efforts should be made to run the units efficiently so that 
the cost of manufacture of our goods is comparable with foreign suppliers* and 
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wc arc able to compete with foreign 
manufacturers. Cjranted that it is not 
possible to do Sii in the short period 
but that should be our long-term aim. 
In many an indust 17 . the manufacturers 
are aware of ih. need for bringing down 
Iho cost but this is possible only if 
the government allows the manufactur¬ 
ing units to expand their capacities. 
The manufacture of motor cars and 'fV 
sets arc tvvo glaring examples where 
cost j^r unit can certainly be brought 
down if the government allows the 
manufacturing units lo expand their 
capacities. This has already been 
achieved in the case of radio sots. 

We agree with the Directorate’s 
analysis that “the wide dispersal of 


industrial enterprises throughout the 
country, many of them operating at 
lower scales than what is internationally 
accepted as economical, has contributed 
to high costs”. As the following 
article shows, we have to eater lo the 
interests of some of (he backward areas 
in the country and in the beginning high 
costs of these manufacturing units 
cannot be avoided though, through 
various incentives, the cost of manufac- 
I lire can be reduced somewhat. What is 
needed is that we must relentlessly seek 
lo reduce the cost of manufacture 
while satisfying the urges of the back¬ 
ward areas through dispersal of indus¬ 
trial units and siiving valuable foreign 
exchange by vigorous import subslilu- 
tion. 


Industrialising Backward Regions 


A good deal of ihoughl is currently 
being bestowed on the foslcring of in¬ 
dustrial development in the backward 
areas of our country. Early this year, 
Ivvo study groups of the Planning 
Commission - one headed by Mr 
B. D. Pande, Sccretai>, Planning 
Commission and the other by Mr 
N.N. Wanchoo, Secrctar>, Miaisliy of 
Industrial DevclopineiU, tiilcrnal Trade 
and Company AfVaiis reported on 
the matter. L.ast month, the union 
cabinet and !he National Development 
Council iNDC) deliberated upon the 
issue on the basis of a note prepared 
by the Planning Commission. Although 
this note of the Planning Commission 
marked some significant departures 
from the recommendations of both the 
Pande and the Wanchoo study groups, 
it W'as, by and large, aj^proved by the 
union cabinet and the NDC. 

On the quesiioii of identification of 
the backward areas which are proposed 
to be given special attention in our luture 
industrial programme, the Planning 
Commission’s approach, as endorsed 
by the NDC and the union government, 
differs from that of the Pande study 
group in one essential respect. Where¬ 
as the Pande study group had recommen¬ 
ded the provision of special incentives 
for starting industries only in selected 
districts in the backward states of 
Andhra Pradesh, Bihar, Madhya Pra¬ 
desh, Orissa, Rajasthan, Uttar Pradesh, 
Assam. Jammu and Kashmir and 


Nagaland and in the union territories 
of Goa, Himachal Pradesh, Manipur 
and Tripura, the Planning Commission 
has expressed the view that the backward 
areas in no state or union territory 
should be left out. 

In the case of the industrialised 
slates, ho\vc\cr, one district in 
each such stale is to be picked 
up for special treatment as against 
two districts in each of the 
backwaid slates mentioned by the 
Pande study group. Fn view of the 
smallness of ihc union territories, one 
disli id in each territory will be accorded 
special consideraiion. The districts will 
be selected by the Planning Commis¬ 
sion in consultation with the state chief 
minislcis in accordance with a mutually 
accepted formula currently being evob 
\ vd 

The leason for this approach of the 
Planning Commission apparently is not 
far to seek. The Pande study group's 
suggestion that the industrialised states 
could develop their backward areas by 
themselves — by offering incentives 
for setting up industries in their back¬ 
ward districts and simultaneously im¬ 
posing some penal measures for the 
establishment of new or expansion of 
the existing industries in the congested 
areas - has not found so much favour 
with the Planning Commission as to 
exclude the industrialised slates from 


special treatment, primarily on politi¬ 
cal considerations. 

As regards the specific incentives to 
be provided for setting up industries in 
I he backward areas, the Planning 
Commission’s approach differs from 
that of the Wanchoo study group cssen- 
lially in the matter of central assistance 
(the schemes of assistance from the stale 
governments and financial institutions, 
suggested by the Wanchoo study group, 
have been by and large endorsed by the 
Planning Commission). The Wanchoo 
study group had recommended the 
grant of various fiscijjl concessions by 
the central government to industrial 
units to he established in backward 
areas, fhese included : (i) allowing of 
higher development rabate; (ii) exemp¬ 
tion from income-tax, including 
corporate (ax, for five years after 
providing for the development 
rebate; (iii) exemption from the pay¬ 
ment of import duties on plant, nin- 
chincry and components, etc.; (iv^ 
exemption from excise duties on pro¬ 
ducts for a period of five years; and (v) 
some transport subsidy jbr five years 
for the movement of fini-shed goods 
from the backward areas in Assam, 
Nagaland, Manipur, Tripura, Tammu 
and Kashmir and the Andamans. 

As against the first four concessions 
listed above, the Planning Commission 
has suggested one combined measure of 
central assistance. Ft is the grant of 
cash subsidy equal to one-tenth of the 
capital investment in an industrial 
undertaking lo be .set up in the selected 
backward district. The subsidy, how¬ 
ever, will be subject to a ceiling of Rs 
5 lakhs on projects with capital invest¬ 
ment of Rs 50 lakhs. In case of projects 
with higher capital investment, the 
central assistance will be determined 
according to the circumstances and the 
merits of the scheme. The question of 
transport subsidy on the movement of 
finished products of the industrial 
units in the backward areas is still being 
considered by the Planning Commission. 

The Planning Commission’s scheme 
of central assistance, indeed, has the 
virtue of simplifying matters; the 
Wanchoo study group’s suggestions 
would have involved not only laborious 
calculations but also dealings of in¬ 
dustrial undertakings with several 
departments of the central government. 



Blit 10 jper ccint subsidy enough? 
Taking note of the high excise duties 
and import levies alone, it appears 
to be low. Perhaps, we can draw upon 
the experience of the United Kingdom 
in this regard. While in the case of 
most of the backward areas in that 
country, general concessions arc given 
for fostering industrial development, 
in the case of North Ireland, which is 
being accorded special treatment in 
view of its extreme backwardness, 
capital grant for setting up new units or 
for expanding the existing ones is as 
high as 40 per cent. Since the central 
assistance in our country for the in¬ 
dustrialisation of the selected extremely 
backward areas is to be over and above 
the state governments’ help, 40 per cent 
capital grant may not be warranted. 
But surely somewhat higher subsidy 
than the proposed 10 per cent seems 
desirable, notwithstanding the financial 
burden that it will involve for the 
central exchequer. 

In their scheme of assistance, the 
state governments can learn from the 
experience of the UK. The state govern¬ 
ments currently provide to the industrial 
unils in their backward areas various 
types of assisitincc. These include help 
in the preparation of feasibifity and 
project reports, grant of^oans on liberal 
terms, leasing or sale on easy terms of 
industrial plots or built-up sheds, and 
such concessions as supply of power 
and water at low rates, exemption from 
state and municipal taxes (sales tax 
and octroi duty), preferential treatment 
to the products of these unils in the 
government purchase programmes, etc. 
But there is no provision in their schemes 
for the development of industrial plots 
by private entrepreneurs. 

In the UK, private entrepreneurs arc 
also encouraged to undertake this job. 
They are provided grants by the govern¬ 
ment up to 85 per cent of the cost of 
clearing sites for industrial units and for 
providing infrastructure facilities. Since, 
according to the Wanchoo study group, 
the government’s cost of development 
and construction is higher than it should 
be, urging private entrepreneurs to 
enter this field on the UK pattern should 
yield wholesome results. There is also 
a case for introducing some standar¬ 
disation in the assistance schemes of the 
state governments in the interest of 
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avoiding undue competition among 
states to lure entrepreneurs ; this compe¬ 
tition obviously will be to the detriment 
of the comparatively backward among 
the Jcss-devcioped states. ' 

So far as the assistance from financial 
institutions is concerned, the main 
proposals under consideration are said 
to be; (i) charging of concessional rate 
of interest on Joans to industrial units 
to be set up in the backward areas; (ii) 
allowing of longer repayment period 
with a longer initial moratorium period; 
(iii) asking for a lower margin of secu- 
rity; (iv) insisting on a lower contribu¬ 
tion towards the costs of project by 
promoters and greater participation 
by financial institutions by way of 
underwriting or otherwise; (v) reduc¬ 
tion in underwriting commission; and 
(vi) grant of such other conce.ssions as 
lower charges for processing or exami¬ 
nation ol undisbursed loans, relief in 
legal charges and recovery of other 
incidental expenses. Although these 
incentives and concessions are judicious, 
there is apparently a case for relaxations 
in such criteria for extending assistance 
by financial institutions as the cqu ty 
debt-ratio. This is warranted in vi'.w 
of the weak financial status of the pros¬ 
pective entrepreneurs in the backward 
areas. 

We can also draw upon the experience 
of Italy in the development of our 
backward regions. The primai^ les¬ 
sons we can draw from Italy’s experi¬ 
ence arc: (i) concessions and incentives 
alone will not help; it is necessary to 
inculcate among the people of the back- 


WHATEVER the capacity in w'hich he 
may address a meeting, Mr G. L. 
Mehta has a tradition of saying some¬ 
thing new, or at least refreshingly 
realistic, on developments of current 
interest. But, vvhen he addressed the 
annual general meeting of the Indian 
Investment Centre (IfC) on October 9, 
wc are afraid, he did not live up to 
that excellent tradition. Even his 
attempt to have a glimpse into the 
future was a colourless essay. All 
that he said was to refer to the by-now- 
very-familiar observation of Mr Morarji 
Desai when he presented the union 
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ward areas an urge to improve their 
standard of life through modern pro¬ 
duction programmes; and (ii) impart¬ 
ing of intensive training to prospective 
entrepreneurs from these areas, A 
feature of the Italian scheme of assis¬ 
tance that we can adopt is that 
transport tariffs should be lowered 
not only for finished products of the 
industrial units of the backward 
areas but also for raw materials and 
intermediates to these units. In the 
Italian scheme, incentives are provided 
for applied research by the industrial 
units in the backward areas; this can 
also be adopted by us. 

This brings us to the all-important 
question of providing infrastructure 
facilities in the backward areas, /rhis 
is a task that the slate governments have 
to take up in right earnest even before 
concessions and incentives are provided 
for setting up industrial unils in these 
areas. It is indeed encouraging that in 
the selection of districts to be taken up 
for development immediately, one of 
the important considerations is to be 
that at least some bare infrastructure 
facilities are made available in the next 
couple of years. It is further gratifying 
to note that it is being increasingly 
recognised that building up of infrastruc¬ 
ture docs not simply mean the develop¬ 
ment of communications, water and 
power supply, credit facilities, marketing 
outlets and education and health 
facilities, but also carrying out of 
project surveys and feasibility studies, 
identification and selection of specific 
growth points, and location of 
entrepreneurs. 


budget for 1969-70 (“against this back¬ 
ground of new dynamism in agriculture, 
industrial revival, restoration of price 
stability and progress towards self- 
reliance, it is possible now to approach 
the next plan period with a measure 
of confidence”) evidently to support 
his own assessment of the fourth Plan 
prospects--"The programmes of indus¬ 
trial development envisaged in the 
fourth five-year Plan otfer scope for 
foreign investment and collaboration in 
selected fields”—to express the hope 
that the approach and guidelines in 
respect of the decisions to be taken by 


Mr Mehta Plays It Soft 
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the government on the report of the 
Industrial Licensing Policy Enquiry 
Committee would be clear-cut, that the 
flC proposes to invite a high-level 
delegation of businessmen (expected to 
be headed by Dr Hermann Abs, Chair¬ 
man of ih^ Deutsche Bank), that the 
Foreign Investment Board has made a 
promising start and that the IlC would 
be able to perform a useful function in 
assisting Indian entrepreneurs to estab¬ 
lish joint enterprises in other develop¬ 
ing countries. 

Set against the functioning of either 
the Foreign Investment Board or the 
lie’s own role in assisting Indian 
entrepreneurs in setting up joint enter¬ 
prises abroad, these arc, of course, 
quite warranted. But where Mr Mehta 
disappointed his audience t'not the 
limited one that listened to him on 
October 9 inside the ICICI board- 
room) was in regard to his failure 
to speak out about the fantastic pro¬ 
posals of the Industrial Licensing 
Policy Inquiry Conunittee and the 
incredibly cavalier manner in which 
the Minister of Industrial Development 
and Company Affairs announced his 
unilateral conclusions at the recent 
meeting of the Central Advisory Council 
of Industries, the more so because the 
views expressed by Mr Mehta himself 
at the said meeting were admittedly 
distorted in at least a section of the 
press. Here was a god-given and also 
timely opportunity for Mr Mehta as 
chairman of the country’s premier 
institutional investor body to air his 
views, even as the IFC chairman and 
the chairman of the LlC had done 
earlier. 

At the meeting of the Advisory 
Council of Industries, according to 
reliable sources, Mr Mehta rightly 
pooh-poohed Mr Fakhruddin AJi 
Ahmed’s personal predilection to the 
joint sector proposal of the Dutt Com¬ 
mittee, more particularly the linking up 
of this proposal with the suggestion 
that financial institutions should seek 
to convert loans into equities and also 
directly participate in the companies 
concerned. It is reported that he perti¬ 
nently posed the question as to how 
financial institutions could be expected 
to find enough qualified men actively 
to participate in the management of all 
the companies financed by them. In 


such an event, a whole army of such 
qualified men would be necessary, 
considering that the ICICI alone has 
given assistance to almost 500 com¬ 
panies and it is by no means the only 
institutional investor in this country. 
Moreover, on a highly controversial 
proposal such as the conversion of loan 
assistance into equity capital, the busi¬ 
ness conununily and the investing 
public alike had been looking forward 
to the considered views of the common 
chief of the ICICI and the IIC. 

' Now a few words about the acti¬ 
vities of the lie itself. These included, 
besides those already known, such as 
publications or monthly letters, holding 
of seminars on investment in India, or¬ 
ganisation and presentation of some 
very useful survey reports, such as 
those on spices and machine tools, 
inviting high-level delegations of foreign 
businessmen to our country and doing 
everything possible to create a congenial 
climate that would interest investors 
generally. 

For the first lime, thanks to Mr 
Mehta, we have an idea of the progress 
that the Foreign Investment Board has 
been making. This board, it may be 
remembered, started functioning in 
December last. Since then, we arc 
told the board took decisions on 117 
foreign collaboration proposals, many 
of which had been under consideration 
for quite some time. As a result, 
presumably, between January and 
August, 1969, Le. in eight months, 
the Government of India could approve 
110 foreign collaboration cases when 
compared to 131 during the entire 
twelve-month period of 1968. This is, 
indeed, encouraging. 

Among the many activities of the 
IIC that which should receive the 
utmost notice is assistance to Indian 
entrepreneurs in establishing joint enter¬ 
prises abroad, for this at once leads 
to both visible and invisible exports. 
Our country could both make available 
her technical know-how and sell her 
machinery, not to speak of components 
and a host of other goods, consumer 
and durable. It is noteworthy that the 
attitude of the Government of India 
also has been helpful in regard to 
this, so that already it has approved 
84 such cases, of which 15 have already 


taken concrete shape and have started 
production. There is no doubt that, 
by reason of its experience, expertise 
and expensive contacts, the IIC is 
eminently equipped to extend this work. 

For this purpose, it is necessary that 
the IIC should extend its activities to 
more centres. At present the IIC has 
resident directors or resident represen¬ 
tatives only in the UK, New York 
and Duesseldorf, while there is a pro¬ 
posal to establish a base in Japan, 
following a suggestion made by the 
Japanese businessmen themselves some 
time ago. But an effort should also 
be made to have one or two places in 
other developing areas where the scope 
for joint enterprises is promising 
enough. 

In 1968-69, the number of proposals 
assisted by the IIC and approved by 
the Government of India numbered 16, 
as against 15 in 1967-68 and about 30 in 

1966- 67. Though the number of propo¬ 
sals was higher than in 1967-68, the 
total capital outlay covered by the propo¬ 
sals in 1968-69 was only Rs 41.6 million, 
as compared to Rs 75.11 million in 

1967- 68 and Rs 145 .*30 million in 
1966-67. Similarly, the amount of 
foreign equity involved also was only 
Rs 18.87 million in 1968-69, as against 
Rs 36.19 million in 1967-68 and Rs 
45.28 million in 1966-67. The total 
number of joint proposals assisted by 
the IIC and approved by the government 
so far was 181, involving a total capital 
outlay of Rs 1011.12 million and a 
foreign equity investment of Rs 231.49 
million. Although there was a decline 
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in proposals .generally, it is noteworthy 
that the dedine was not applicable in 
the case of West Germany. Perhaps 
this record of West Germany escaped 
the notice of the member whose nn- 

In the Midst of 

THE situation that now exists in the 
capital market has not been witnessed 
at any time in recent years. There is 
the anomaly of the term-financing 
institutions having adequate resources 
at their disposal without any large 
requests from new and established 
companies for financial assistance. In 
the boom of 1958-62 the statutory 
financial corporations were under¬ 
writers only technically as the issues of 
equity and preference shares of even 
entirely new industrial units were ab¬ 
sorbed enthusiastically by the investing 
public and it was not necessary to take 
up any sizable portion of these issues 
by the underwriters in pursuance of 
their commitments. 

Only in regard to debentures and 
some preference issues such institutions 
as the Life Insurance Corporation were 
keen to underwrite on a firm basis in 
order to find an outlet for their surplus 
resources. Subsequently with the dep¬ 
ressed conditions in the capital market, 
following the Chinese aggression on 
our borders, the underwriters were 
obliged to take up large parcels of all 
kinds of issues as many new companies 
floated during 1962-66 could not secure 
any worthwhile support from the open 
market. After the devaluation of the 
rupee and the recession in the indus¬ 
trial sector there was a definite slowing 
down in the pace of new floatations and 
only the established industrial units 
were implementing their expansion 
schemes with the use of medium-term 
loans, issue of right equity shares and 
debentures or preference shares wherc- 
ever necessary. 

Since the middle of last year there 
has been an increase in the quantum of 
investment. But only the industrial 
units, old and new, which are on a 
profit-earning basis have thought it 
advisable to embark on new schemes. 

The established concerns have found it 
worthwhile to undertake expansion 
aohemes while the new units have felt 


starr^ question No. 6581 was answered 
in the Lok Sabha on April 16, 1969, 
and who had expressed doubts about 
West Germany being able to fulfil 
its commitments. 

Uncertainties 

obliged to install balancing equipment 
or expand capacity in order to improve 
their viability. There are also instances 
where it has been necessary to invoke 
the assistance of the term-financing 
institutions for meeting over-runs. It 
also became necessary in the process 
to enlarge the equity base or issue 
additional preference capital and only 
the statutory corporations could take 
up these issues because there was no 
prospect of early dividends. 

These operations for a time accounted 
for a sizable portion of fresh assistance 
extended by the lending institutions. 
Latterly, however, there has been an 
increase in the demand for assistance 
from various directions. But entirely 
new undertakings are few and far 
between. Many industrial units already 
functioning in the country and which 
were wholly foreign-owned decided to 
extend their activities and afford also 
an opportunity for participation in the 
equity capital to Indian investors. 
These issues at a premium were consi¬ 
derably over-subscribed and it was not 
necessary for the underwriters to take 
up any portion on their own account. 
But there were also issues of debentures 
and preference shares apart from direct 
loans being obtained from the financial 
corporations. The established indus¬ 
trial units which were already having 
a large equity base found it advantage¬ 
ous to raise additional funds in this 
form as the value of the existing equity 
was enhanced thereby. 

These developments have been res¬ 
ponsible for the increase in the volume 
of assistance in rupees and in loans in 
foreign currencies from the Industrial 
Development Bank, the Industrial Fi¬ 
nance Corporation, the Industrial Cre¬ 
dit and Investment Corporation, the 
state financial corporations, and the 
state industrial development corpora¬ 
tions. The help offered by the Life 
Insurance Coiporation and the Unit 
Trust also was very useful. Thus, 


total assistance sanctioned m 1968^69 
on account of the term-financing insti¬ 
tutions alone was higher at Rs 137.5 
crores against Rs 87.1 crores In 1967-68 
while the Unit Trust of India provided 
funds of the order of Rs 10.3 crores 
against Rs 8.3 crores through under¬ 
writing operations. 

The Life Insurance Corporation too 
would have provided about Rs 13 
crores, the exact figures for 1968-69 
are not available. It is unlikely to be 
in excess of the total for 1967-68 of 
Rs 13.2 crores. Assuming, therefore, 
that the Life Insurance Corporation 
invested freshly or agreed to grant 
assistance for Rs 13 crores, the aggre¬ 
gate assistance of all these institutions 
could be said to be over Rs 160 crores 
against Rs 108.6 crores in the previous 
year. 

It is noteworthy that the increase in 
assistance is mainly in the form of 
rupee loans and loans in foreign cur¬ 
rencies. There were, of course, issues 
of debentures for larger amounts. The 
Industrial Development Bank was 
mainly responsible for the grant of 
rupee loans for bigger amounts and the 
Industrial Finance Corporation and 
the Industrial Credit and Investment 
Corporation for loans in foreign cur¬ 
rencies. Actually there was a big 
decline in rupee loans in the case of 
ICICI, the Joans in foreign currencies 
granted by it being in greater demand. 

The table on page 776 will show 
that the character of assistance is such 
that only industrial units already on a 
profit-earning basis have been ventur¬ 
ing on new schemes and did not expe¬ 
rience any difficulty in getting funds 
for worthwhile projects. But the ques¬ 
tion is for how long this process can 
continue and whether the desired pace 
of development can be secured in this 
manner. What is needed is a spate of 
new floatations as the one that took 
place in 1958-62. In that period a 
number of new companies for promo¬ 
ting new industries were successfully 
launched and but for the broad-basing 
of the industrial structure through 
their advent, a difficult situation would 
have arisen by now. 

The use of the capacity created in 
recent years has been helpful in bring¬ 
ing about a distinct recovery in Indus- 
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trial production in the past year and 
more. But if there was an increase in 
demand for consumer and durable 
goods as a result of the maintenance of 
agricultural production at a high level, 
inflationary pressures should not be 
allowed to develop in particular direc¬ 
tions because of the inability of the 
industries concerned to cope with the 
new situation. There will naturally 
be a readier disposition to execute 
expansion schemes and no serious diffi¬ 
culty may also be experienced in mobi¬ 
lising the required resources from the 
existing shareholders and institutional 
lenders. 

There could, however, be a big in¬ 
crease in the volume of investment only if 
the government offered fresh incentives 
and made it worthwhile for new entre¬ 
preneurs to float entirely new com¬ 
panies. Either due to the heavy capi¬ 
talisation involved in some industries 
or the poor return on investment due 
to control over prices and high taxation, 
promoters have not been keen to start 
new fertilizer or heavy chemical units, 
and undertake the manufacture of 
paper, cement or even soda ash. Since 
the capital market can be really active 
only if these handicaps are removed, 
the government should adopt the neces- 
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sary remedial measures. 

It is also imperative to re-assurc new 
promoters that any assistance taken 
from the term-financing institutions will 
not be attended with any risks as the 
frequent suggestions by government 
spokesmen that there is a likelihood of 
the loans granted by the statutory 
financial corporations being converted 
into equity capital have discouraged 
many from obtaining loans from these 
sources. There has been instead anxi¬ 
ety to raise the required funds in the 
form of debentures in the open market. 
But in quite a few cases it has been 
difficult to adopt this procedure as 
there is prior mortgage of fixed assets 
to the government-owned institutions 
and their concurrence for the issue of 
debentures has to be obtained. 

There will, therefore, be the anoma¬ 
lous situation for some time of the 
necessity to create fresh capacity in 
the industrial sector in some fields while 
there may not be any great 
anxiety on the part of even exis¬ 
ting industrial units to take 
advantage of the new opportunities 
unless the various uncertainties 
are removed. U is time the govern¬ 
ment took serious note of the peculiar 
features of our capital market and 
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acted in a pragmatic manner -so that 
the new constructive forces are 
allowed to have free play. 

TOTAL ASSISTANCE SANCTION¬ 
ED BY STATUTORY FINAN- 
CUL CORPORATIONS 


(Rs crores) 



1968-69 

1967-68 

Rupee loans 

89.4 

68.2 

Foreign currency 

32.7 

7.0 

Underwriting ; 


8.7 

Ordy. & pref. 

7.3 

Debentures 

8.1 

3.2 

Total 

137.5 

87.1 

UTI underwritings : 
Ordy. & pref. 

2.4 

3.1 

Debentures 

7.9 

5.2 

Total 

10.3 

8.3 

Lie 

Rupee loans 



Underwritings : 

Ordy. & pref. 


6.1 

Dwbentiires 


4.2 

Total 

’ 

13.2 

Grand Total 

147.8* 

108.6 


^Figures relating to LlC not included 
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Exciting things are happening 
at the ASHOKA 


These Iwo floors are 
being changed. Carpets^ 
curtains^ furniture^ 
colour scheme — the lot! 


Superb new decor is 
going to transform this 
dining hall into a lavish 
new restaurant. 


An intivuile new 
restaurant in the old 
lounge. New drapes^ 
cool and exquisite new 
marble for the foyer. 


A gorgcou\ 'garden view. 


Guest rooms will be 
t e-done...coTnfortablpf 


(kgantly. 















,y..- 


ASHOKALnJ 

Honre. 


Ntw DELHI 


Mnd Ute htiii goes on hospitahlg ai the Annexe 





















EASTERN ECONOMIST 


October 24, 1969 


THE RIGHT KIND 

OF CLOTH/ 



SPECIALITIES ; 


SUITINGS 

ROLLER & 
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SCREEN PRINTS 
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THE DESTITUTES AND THE PLAN 

M. ANANTHASAYANAM AYYANGAR 


ECONOMIC planning was taken up in our 
country even before Independence, and 
after Independence, it was found necessary 
to have five-year plans regularly to give 
an economic content to the freedom that 
we won. Mere agricultural economy has 
not served any country in the world. 
But industries can help only the able- 
bodied men who can render useful work 
as administrators or as entrepreneurs and 
managers of various concerns. 

However long such plans may continue, 
there is one section of the community which 
cannot directly take advantage of the 
plan, but depends on and will have to be 
helped by the state or by the community. 
Those arc the destitutes, consisting of leper 
beggars, the physically and mentally handi¬ 
capped such as the decrepit, the blind, the 
deaf and dumb, the orphans, fallen women 
who are outcast from the society, helpless 
widows and old men and women. 

Whatever might have been the practice 
in a police slate, now that we have 
adopted the welfare state as our goal, 
the first charge on our resources must be 
the maintenance of these dcstifutes. If 
they are thrown into the streets for 
begging, they spoil the morale of the 
other sections of the society, bring about 
disgrace to the community for being 
indifferent to their own kith and kin and 
bring down the prestige of the country as a 
whole in the eyes of the world. 

Lack of SchamM 

All the same, no regular attempt has been 
made in our country so far to assess the 
number of such persons, nor have any 
schemes been evolved to solve this problem. 
It is well-known that as early as Ashoka*$ 
period, the destitutes were taken care of by 
the state. Further, in our country parti¬ 
cularly, individual charity had prevailed 
to a large extent. Dharmsalas were built 
and endowments made for the relief of 
the poor with which the lame, the 
decrepit, the did and the blind were 
housed and were also fed. Individual 
charity is disappearing with the increased 
standard of lifb of the masses as a 


whole and the corresponding increased 
cost of living to meet it. 

Western countrics—whcthcr they are 
communist or capitalist — have adopted 
"welfare state’ as their goal and have solved 
this problem by institutionalising charity. 
They have built leper homes, poor homes, 
decrepit homes, orphanages, blind homes 
and homes for the deaf and dumb and other 
similar homes; and, with one stroke, beg¬ 
ging has been abolished. Similar steps 
should have been taken in our country too. 
However much our economic plans may 
succeed, they will not put one more pie 
into the pockets of these destitutes. 

Instltutlonallflng Charity 

The maintenance of destitutes would not 
throw additional burden on our stock of 
food as none of them is dying in the streets 
for want of food. But as they are not fed 
voluntarily, they do not feel they are being 
maintained by the community, but are 
living in spite of them ; nor can the commu¬ 
nity take pride in having made arrange¬ 
ments for their maintenance. The expendi¬ 
ture is being incurred all the same whether 
directly by the state or otherwise for their 
maintenance. The only thing that is needed 
is ‘institutionalisation’ of this haphazard 
charity. The question of funds ouglu not to 
stand in the way of founding these homes 
as some day they have to be tackled by the 
govemnicnl. The destitutes are not going 
to produce wealth by their own labour nor 
contribute to the exchequer in any way. 
This problem will continue until provision 
is made for their maintenace by the state. 
The earlier it is done, the better. 

The destitute beggers arc mostly in 
towns and pilgrim centres. In the fourth 
Plan a provision may be made that, in 
every municipality and in every. pilgrim 
centre, poor homes for destitutes should be 
opened according to the needs of the 
community, prohibiting even a single per¬ 
son from begging in the streets. For this 
purpose, a law may be passed vesting the 
management of the dharmsalas and chari¬ 
table institutions in the local muncipalities 


or the rilJa parishads wherever they are 
situated and permit at least 50 per cent of 
the endowments and the premises there to 
be used for housing and maintenance of 
these destitutes. The municipalities may be 
asked to bear a share of the expenditure, 
the state government may contribute a 
portion and the centre the rest. Thus, 
within a period of five to ten years, beggary 
would be a thing of the past in this country. 
This country has been noted for its philan¬ 
thropy and charity. Today the destitutes in 
every town and pilgrim centre give one a 
sad picture. They arc a nuisance to the citi¬ 
zens and form an eye<$ore to the strangilni. 

Solution of the Problem 

I, therefore, suggest that top priority 
should be given to the solution of problem 
of destitutes in the fourth Plan. 

A group of students and teachers of Delhi 
University studied the problem of destitutes 
and submitted a memorandum to the 
Planning Commission for the purpose of 
including their suggestions in the second 
Plan. But sufficient attention has not been 
bestowed by the planners nor any of the 
suggestions implemented. It is true that 
penal laws have been passed to prevent 
begging as a nuisance. Under section 133 
of the Criminal Procedure Code, beggars 
may be prosecuted for public nuisance. 

Beggary within railway premises is prohi¬ 
bited by law'. Special acts were passed by 
most of the states to prohibit begging in 
public places. In others, the municipal 
and police acts provide measures against 
begging, and acts were passed to prevent 
persons from kidnapping children for the 
purpose of exploiting them for begging. 
But it is no good treating them as crimi¬ 
nals. Of course, able-bodied should be 
prosecuted if they are vagrant, but disabl¬ 
ed persons, dccrepits, infants, etc., have to 
be provided with institutions for their 
custody and assistance for their rehabili¬ 
tation. Every important town must have 
one or the other of these homes, and in a 
district there must be a sufficient number 
of homes for beggars who mostly crowd 
the towns. 

After removing the beggars from towns 
by making provision for them in special 
homes, those in the villages may be attend¬ 
ed to. Beggars in villages are rare. For 
this purpose, every state must have a social 
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welfare minister in charge of the destitutes, coo|^ng census, a correct assessment be 
the scheduled castes, the scheduled tribes matte of the number of destitutes of various 
and other's who depend largely upon state kinds and a scheme evolved for their 
aid and protection for their rehabilitation, rehabilitation within the course of a 
There arc, no doubt, welfare officers, but few years. A beginning may be made in 
unless these institutions are put up in im- this direction by giving top priority to 
portant cities the problem cannot be solved, this problem in the fourth five-year 
It is already late. I suggest that in the Plan. 

Wealth Tax on Agricultural Property 

R. CHANDRA PRAKASH 


inclusion of agricultural properly 
*thin the definition of the term “asset" 
in the Wealth Tax Act and the consequent 
levy of wealth tax on such property heralds 
an epoch in the fiscal vwlicy of the country. 
Tapping of the agricultural sector for reve¬ 
nue purposes has been a long-standing 
demand in the country. However, due to 
the political power prevailing in the rural 
areas the incidence of taxation on this 
sector has been conimparativcly less. Re¬ 
cently certain states have committed the 
folly of abolishing land revenue, which 
was the main tax on agriculture for that 
matter, thereby shrinking their financial 
resources at a time when they should have 
expanded them. 

Incidence of Taxation 

The result has been that the 
incidence of taxation on agriculture 
which was already less has been further 
lessened, thus making this sector the least 
taxed sector. But what should be the real 
role of agriculture In the development of 
an underdeveloped country? How much 
should this sector contribute to the ex¬ 
chequer in the form of taxes to maintain 
the equity principle ? What has been the 
trend in the past in this country? Is 
the present wealth tax on this sector 
justified? What are its implications on the 
future fiscal policy? An attempt has been 
made in this article to answer these 
questions. 

An underdeveloped economy is mainly 
an agricultural economy in the sense that 
agriculture covers more than 70 per cent of 
the population and its contribution to 
the national income exceeds 50 per cent. 
Under these circumstances a major portion 
of the capital requirements for the quick 
economic development of such a country 
should come from agriculture. This can 
be substantiated by the practical 
example of Japan. Today Japan is listed 


amongst highly developed countries 
and its industries offer stiff competition 
to those of America and Europe 
in both cost and the quality of the products. 
It should not be forgotten that Japan had a 
late start in industrial development. How 
could it accomplish such a spectacular feat? 
These developments in Japan’s industrial 
sector today owe much to the capital pro¬ 
vided by the agricultural sector in the initial 
stages of its economic development. The 
famoiLS Meiji Land Tax is the example 
here. “During the most critical stage of 
Japanese economic development, the land 
lax was the major source of government 
revenue, until the turn of the century it 
accounted for over half of government reve¬ 
nue; at the time of first World War for 
slightly over onc-lhird, throughout this 
period, the tax burden on agriculture was 
always at least twice as heavy as on the 
other sector of the economy. In this sense, 
the developing Japanese economy climbed 
on the shoulders of The farmers"*. This is 
indeed a sound economic principle. It 
would avoid unnecessary burdening of non- 
agriculturaJ sector with heavy and un¬ 
bearable dosage of taxation leading inevi¬ 
tably to rise in wages, high cost of produc¬ 
tion, inability to face foreign competition, 
inability to export, on the one hand and 
reduction in the profit margin resulting in 
the arrested capital formation and conse¬ 
quently slower economic development on 
the other. 

Principle of Equity 

In our country the government has been 
negligent to this principle of equity and this 
can well be said to be one of the main 
causes for increase in the internal and ex¬ 
ternal debts and runaway infiationa^ trends 
in the economy due to heavy doses of defi¬ 
cit financing. Had the government tapped 
the agricultural sector in 1955-56, especially 
because agricultural production at the end 
of the first five-year Plan was an all-time 


record, it could have easily reduced the 
heavy dosage of deficit financing in the 
second Plan (R$ 948 crores), which turned 
the tide in the economic scene of the country 
by creating a vicious circle of inflationary 
trends, out of which the country is yet to 
extricate itself fully. We would in that case 
certainly have been on smoother road of 
economic development than we are today. 

Agriculture has been receiving special 
attention in our Plans. Out of the total 
outlay of Rs 22,000 crores in the three 
five-year Plans and three annual plans, an 
amount of Rs 7,000 crores has been spent 
directly on agriculture ^including irrigation 
and power).* It is obvious that this sector 
has benefited much more than by Rs 7,000 
crores because amounts spent on transpor¬ 
tation and road construction, village and 
small-scale industries, social services etc., 
have significantly benefited the agricultural 
sector. 

Land Utilisation 

€ 

The total reporting area for land utilisa¬ 
tion has increased from 284.3 million hec¬ 
tares in 1950-51 to 305.9 million hectares in 
1964-65. Irrigated area has increased from 
20.9million hectares in 1950-51 to 206.3 
million hectares in 1964-65. Foodgrains 
production has nearly doubled during the 
period 1950-51 to 1968-69 from about 50 
million tonnes to about 97.5 million tonnes. 
There has been a substantial increase in the 
production of cash crops such as cotton, 
jute, sugarcane and tobacco. There hasalso 
been a manifold increase in the production 
and consumption of fertilisers. Commend¬ 
able success has been achieved in the field 
of agricultural research resulting in the dis¬ 
covery of new and high-yielding varieties 
of seeds of such important crops as rice, 
wheat, ragi, maize, cotton and others. 

In the field of agricultural finance appre¬ 
ciable breakthrough has been achieved 
through co-operative societies and by en¬ 
couraging the banks to open branches in the 
rural areas. In 1963 the Agricultural Re¬ 
finance Corporation was set up to stimulate 
agricultural financing. The recent nationali¬ 
sation of 14 major banks would further im¬ 
prove the availability of finance for agricul¬ 
ture. For that^matter, it is given as 
the main reason for nationalisation of 
banks. 

In the field of marketing, again, a remar¬ 
kable development 1$ noticeable, the main 
point being the existence of 1810 regulated 
markets at the end of 1967-68 all over the 
country enabling organised marketing of 
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agricultural produce and fair price to the 
producers. The establishment of the Food 
'Corporation of India has contributed to 
the Improvement of agricultural marketing 
''n India. In the held of storage and trans¬ 
portation also great progress has been 
achieved. 

Increase in the prices of agricultural 
commodities due to many developments 
in the planning era has made agriculture 
a money spinning and lucrative occupation. 
To add to this the Government of India 
has planned to bring 32.5 million acres 
(which is roughly 10 per cent of the country’s 
arable area of 390 million acres) under 
High-Yielding Varieties Programme by 
1970-71 so as to bring about the “green 
revolution”®. This certainly will make 
agriculture much more profitable. 

Ilevolutionary Changes 

Thus we sec that the agricultural sector 
has undergone revolutionary changes since 
1950-51. The importance and the signifi¬ 
cance of this sector in India’s economy can 
further be understood when we come to 
know that today about 70 per cent of the 
population of the country depends on it 
for its livelihood and that it contributes 
about 50 per cent of the national income 
amounting id^Rs I5,0(X) crores. 

The paradoxical situation in the country’s 
fiscal policy is heightened when we come to 
know that even though about a third 
of the total outlays of the plans has been 
spent on this sector, today its contribution 
to the state and central revenues is four 
per cent^ (in the nature of land tax, excise 
duties and other levies). According to the 
calculations made in 1968 direct contribu¬ 
tion of agriculture by way of land revenue 
and agricultural income-tax amounted only 
to Rs 109 crores which is about 0.9 per 
cent of the income it generated (which was 
estimated at Rs 12,(X)0 crores for 1967-68). 
On the other hand organised industry pro¬ 
duced about only Rs 2,400 crores of national 
income and paid by way of corporate lax 
Rs 350 crores or about 15 per cent of the 
income generated. Apart from this the 
urban population pays income-tax which 
is earned from employment wholly outside 
agriculture. The total direct tax payment 
of the urban sector was Rs 670 crores as 
against Rs 109 crores of the rural sector.® 
Thus we see that agricultural sector has been 
the least tax^ sector of the economy. 

This sector has been doubly benefited 
from the governmental polices in the past. 
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firstly, because it has least liability to pay 
tax and secondly huge investmcf^^have 
been made by the government in tiff sec¬ 
tor. That is the reason why this sector to¬ 
day provides the highest profitability on 
investments. The union Minister for Food 
and Agriculture, Mr Jagjrvan Ram, asserts 
that a farmer with one acre of land under 
highlyiclding varieties programme and 
three-crop system could earn about Rs 
! 1,000 per acre.® This means that a farmer 
with a small holding of five acres can earn 
about Rs 55,000 per annum without any 
tax liability. In the urban sector cn the 
other hand, a perst>o has to pay tax once 
his income is about Rs 4,000 per annum. 
This is gross injustice, and this is against 
equity principle of fiscal policy. It has en¬ 
couraged the concentration of wealth in 
this sector and provided safest and spee¬ 
diest means to generate and dispose of 
black money in the economy. 

The concentration of wealth in the agri¬ 
cultural sector can be proved by the follow¬ 
ing figures. It has l^n calculated that 
five per cent of the land-holders receive 
over 22 per cent of the agricultural income 
and the richest one per cent account nearly 
for 10 per cent of the income. Wealth tax 
on agricultural wealth imposed in the last 
budget is Justified on the ground that today 
over 66 per cent of the aggregate value of 
the assets of the rural households is held by 
only 13 per cent of the rural household^, 
which clearly indicates the concentration 
of wealth in the agricultural sector. This 
also means that the incidence of present 
wealth tax is not on the poor cultivators 
but on the 13 per cent of the rural house¬ 
holds which enjoy 66 per cent of the aggre¬ 
gate value of the assets of rural house¬ 
holds. 

Thtt Central Point 

From revenue point of view the wealth 
tax on agricultural wealth may not seem to 
be a lucrative proposal as the total col¬ 
lection from this was originally estimated 
at Rs 5 crores. The concession announced 
later on will further reduce the expected 
revenue from this source. However, this 
lax has to be considered from a different 
angle. From the speeches made and 
propaganda carried on in the general 
election and mid-term elections, it can be 
gathered that land revenue has been the 
central point on which (he outcome of the 
elections depended. Promises were made to 
abolish land revenue to attract votes in the 
rural areas. In the post-election period 
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many states have abolisl^d land revenue* 
This4«ityiBiin undoubtedly 8 q called a politi¬ 
cal sittht and economic'^^^lardiness, 
especially because these stafli^avc not 
made any alternative arrangements to in¬ 
crease their revenues from agri^i|Kuret 
for example through a comprehensive agri¬ 
cultural income-tax. On the contrary 
they have laid greater claims before 
the Fifth Finance Commission over 
central grants and loans. Thir has 
unnecessarily increased the strain over 
the country’s resources, which arc already 
meagre when compared to developmental 
requirements. Time and again, it was made 
clear to the .states that the centre could not 
be expected to make good the revenue 
losses of the states due to the abolition of 
land revenue. As the central government 
cannot be adamant in this regard, wealth 
lax on agricultural property would, to some 
extent, help it to mitigate the losses due to 
abolition of land revenue in certain states 
and bolster up the revenues of the others. 
The revenue from the new wealth tax is 
to be distributed amongst the states. 

Prelude to Changes 

Revenue consideration should not be the 
only factor in the levy of wealth tax. It is 
mainly meant as an element of an effective 
integrated income-tax structure by making 
tax evasion more difficult. The Bhootha- 
1 ingam Commission was also of the same 
opinion when it said: “The wealth 
tax should continue if for no other reason 
than ensuring in the long term that income- 
tax is properly administered..”® Hence 
the present levy of wealth tax on agricultural 
property gives ample scope to assume that it 
is only a prelude to comprehensive changes 
to be effected in the near future in the fiscal 
policy of the country mainly in the nature 
of the introduction of comprehensive agri¬ 
cultural income-tax, to be levied within the 
present constitutional limits, by the states 
or to be levied by the centre by making 
suitable amendments in the Constitution. 
This would be a step in the riglit direction. 

It would not only fulfil the canon of equity 
but it would also help the government, 
both at the centre and at the slate levels, 
to find adequate finances for the execution 
of the fourth five-year Plan. 

The demand for the levy of income-tax 
on farm incomes was put forth as early 
as in 1953-54 by the Kaldor Commission 
mainly on two grounds viz : “Firstly, the 
real significance of agricultural income-tax 
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lies in the consideration that larger contri- 
buti 9 n will be secured from higher income 
from the lapd and, to that extent, the burden 
of land taxation rendered more equitable 
than at present”. Secondly, it wholly dis¬ 
approved, on the principle of equity, the 
distinction between agricultural incomes 
and non-agricultural incomes and said : 
‘•]t is true that the distinction and anoma¬ 
lies cannot be abolished in the very near 
future, but we see no justification lor 
thinking in terms of theii indefinite conti¬ 
nuance. We consider that a start should be 
made towards eventual integration of the 
two types of incojnes”*^. 

The same recommendations can as well 
be repeated even after the lapse of Ifi 
>ears since they aie basically sound. Re¬ 
cently the seminar on taxation conducted 
by the Institute of Chartered Accountants 
of India called for the taxation of agri¬ 
cultural incomes after setting a very high 
exemption limit, which would be practi¬ 
cable as well as remunerative. 

It has already been noted that agricul¬ 
ture contributes hardly one per cent of 
the income it generates to our taxes where¬ 
as organised industry which produces only 
about one-sixth of the income generated 
by agricultuic contributes about 15 per 
cent of its income as taxes. Thus, even if 
agriculture is progressively taxed so as to 
contribute some 10 per cent of the income it 
gcnerate.s. the government is sure to get 
about Rs 1,400 to 1,500 crores of revenue 
which will enable it to execute the plans 
boldly by minimising foreign aid, avoiding 
harmful deficit financing and without 
crippling the organised industry with un¬ 
necessarily heavy dosage of taxes. 

Comprehanslv* Study 

The levy of comprehensive agricultural 
income-tax can constitute a separate study 
in itself. Even recently many recommenda¬ 
tions have been made by eminent person¬ 
alities with regard to taxation of agricul¬ 
tural income, c.g, Kaldor’s land-based 
income-tax. However, it is sufficient to 
say that by levying wealth lax on 
agricultural property ground has been 
prepared for the eventual introduction 
of comprehensive agricultural income- 
tax. It has opened a new hori 7 on on 
the country's fiscal policy. With the im¬ 
pending “green revoluticin”, for which the 
country seems U\be well set, the wealth 
tax on agricultural property seems to have 
made the fiscal policy equally alert and 
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well set to tap this sector. However this 
can be possible only if it is followed by a 
comprehensive agricultural income-tax. 

In conclusion it is worthwhile to point 
out that Professor Kaidor who had re¬ 
commended wealth tax in 1956, had made 
it quite clear that there should not be any 
distinction between agricultural property 
and non-agricultural properly for wealth 
tax purposes. He bad said : “For 
the sake of equity, as well as administra¬ 
tive efficiency, it is essential that the tax 
(wcaltli lax) should be comprehensive 
i.e., extending to all forms of property”^® 
Hence the present wealth tax on agricul¬ 
tural property has put into practice what 
was lecommended in 1956. And it is a 
welcome sign. 


THE family planning programme was 
initiated during the first Plan period. In 
recommending the programme (lie Plaii*^ 
stated unequivocally : “It is apparent that 
population conlrol can be achieved only by 
the reduction of I he birth rate to the extent 
necessary to stabilise the population at a 
level consistent with the requirements of 
national economy”. The.programme has, 
in tlie recent years, assumed a high priority 
in our national planning with the objective 
of reducing the birth rate from 39 at pre¬ 
sent to 25 per 1000 as expeditiously as 
possible by ensuring the direct and indirect 
participation in the programme of 90 
million couples in the reproductive age 
group. In April 1966 the Department of 
Family Planning was constituted at the 
centre to give proper direction and to effect 
co-ordination in the various aspects of the 
piogrammc. Now it has been accepted as 
a key programme. 

The financial allocation for the family 
planning programme has been rising from 
Plan to Plan. For instance, from a modest 
sum of Rs 65 lakhs in the first Plan it has 
been raised to Rs 5 crores in the second 
Plan, Rs 24.86 crores in the third Plan and 
the annual plans of 1966-67 and 1968-69 
had a provision of Rs. 13.69 crores and 
Rs 39,09 crores, respectively. In the draft 
fourth Plan a sum of Rs 330 crores had 
been provided for this head of expenditure. 
Tims the total sum spent on the programme 
amounts to Rs 429.15 crores by the end 
of the fourth Plan. Besides, the US aid for 
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tlic programme totals Rs 22 5 cror^ 
and Sweden’s contribution Rs 1.65* 
lakhs. The percentage share of this head 
to total outlay comes to 0.36, 0.109, 
0.360, 1.20, respectively, for each of (he 
four plans. The per capita expenditure 
on family planning has increased from 
Rs 0.18 in the first Plan to Rs 4.40 in the 
fourth Plan. 

Consequently, on the eve of the fourth 
Plan five central institutes and 43 
state family planning training centres were 
functioning. There were 4,840 rural fami¬ 
ly welfare planning centres, 21,752 rural 
sub-centres and 1,856 urban family welfare 
planning centres in operation. It is pro¬ 
posed to cover all development blocks 
throughout the country during the fourth 
plan under this programme. 

Coming to the achievements of the pro¬ 
gramme, the number of sterilisation opera¬ 
tions reported since 1956 is over four mil¬ 
lion. It is estimated that 8.2 sterilisation 
per 1000 population have been done, i.e.. 
4.4 per cent of the couples have been pro¬ 
tected. About 2.45 million lUCD (loop) 
insertions were reported up to May 1968. 
Allowing for drop-outs, 1.5 million women 
might have been protected, which is 
approximately 3 per cent of the eligible 
couples. A survey carried out by the 
Central Family Planning Institute shows 
that one sterilisation prevents 1.5 births 
and one loop prevents 0.5 births. Regular 
use of condoms over a period of one year 
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prevents 0.125 births. Based on these cal¬ 
culations, nearly 9.6 million births have 
been prevented by 1968-69. Further, as 
a result of various family planning 
measures, 28 million couples, i.e., 28 per 
cent, are likely to be covered under this 
programme by 1973-74. The estimates of 
births averted as a result of family 
planning programme will aggregate 27.6 
million by 1973-74, out of which about 18 
million will be during the period of the 
fourth Plan alone. 

A study of the economic cITects result¬ 
ing from averted births by 1974 has been 
made here so as to evaluate the return on 
expenditure. The net result has been 
arrived at with the help of the following 
equation : 

Z=r=:(aly)— (aj-f ate) where 

Z stands for long run economic gain per 
averted birth 

a ^Number of averted births, 
t-^Earning years, 
y -Per capita annual income. 
jassAll tyjics of investment incurred for a 
juvenile person. 

c = Per capita consumption. 

Substituting the equation into numerical 
\allies wc get the following results under 
two dilYercnt situations based on given 
assumptions. 

(i) In the first case, which corresponds up 
to 1973-74, it is assumed that population 
would be 596 crorcs, per capita income Rs 
639, per capita consumption Rs 559 and 
cost of employing a person on average is 
estimated at Rs 7,750 in terms of goods and 
services at our present standard of living 
(rough approximation as envisaged in the 
second five-year Plan) at 1967-68 prices. 
Under these conditions wc get the value of 

Z=I x33x639—l x7750-h 1x33x559 
I.RS51I0 

(ii) Under the second situation the popu¬ 
lation is estimated at 690 crorcs in 1980- 
81, per capita income Rs 793 and consump¬ 
tion Rs 692. The cost of employing a 
person in that year may increase to Rs 
9,000. The value of Z would be 

Z*lx33x793—1x9000+ 1x33x692 
essRs 5667 

On the other hand, cost of preventing 
one birth would be Rs 155.50 by 1974. 
This cost is relatively higher than £nke*s 
estimation which is seventy-five rupees*. 
There is no doubt that the cost of pre¬ 
vention of birth would fall in future when 
the programme would reach an intensive 


stage and when opposition to this pro¬ 
gramme would diminish. 

Thus it is clear that the economic benefit 
of Rs 155.50 invested on family planning 
is equivalent to Rs 5110 spent on the econo¬ 
mic development of the country. And the 
ratio which measures the economic effect 
in our case is I : 32:8 while it is I :I00 
according to Hnkc. This divergence is main¬ 
ly because we have not taken the position 
of labour absorption seriously. In our 
country, the rapidly growing population 
may not necessarily provide a larger useful 
working force for two reasons. Firstly, 
because there is already a pool of un¬ 
employed persons. Secondly, the rate of 
participation of women to labour force 
may fall due to over-fertility. 

An Underestimate 

Robert Casscy has estimated that with 
family planning expenditure of the order 
of Rs 1,500 million the |>cr capita income 
would be higher by thirty rupees, against a 
no-family planning expenditure*. Bui 
Casscy has underestimated the expendi¬ 
ture on family planning, otherwise the 
divergence in per capita income had been 
much more marked. 

Similarly, J.J. Spcnglcr'* has estimated 
that if a country's population increases by 
one percent per annum it requires an invest¬ 
ment of 4 per cent of the national income to 
maintain the existing standard of living. 
In our country the rate of growth of popu¬ 
lation is expected to fall by 0.5 points by 
the end of the fourth Plan and thus on the 
basis of Spcnglcr’scalculations our economy 
would be saving an extra 2 per cent of 
national income which could be invested 
on productive investment. But for this 
family planning eftort this 2 per cent of 


national income (approximatdy *Rs020 
crorcs) might have been dis$in||ed for the 
increased juvenile populati%. 

All the three estimates made here brinj 
out the fact that family planning program' 
mme brings benefits far out of proportion 
to the costs and the ex|>enditurc on this 
cannot be regarded as excessive when we 
compare the cost against benefits in the 
long run. Assuming a population of 600 
million by 1975 the per capita expenditure 
on family planning would be of the order 
of Rs 7.15 and would be Rs 42.91 per 
couple assuming 1(K) million couples by 
that time. The results would be more clear 
when it is realised that this w'ould reduce 
the number of potential parents and conse¬ 
quently the proportion of juvenile pi^pula- 
tion which only consumes and docs not pro¬ 
duce. During the period of the fourth Plan 
alone the short-term gain would be of the 
order of Rs 300 crorcs while long-run gains 
would amount to more than Rs 9,198 
crores, 26.5 per cent of total Plan outlay. 

A recent survey carried out by the Re¬ 
gistrar General indicates that the birth 
rate has come down to 31 per 1,000 popula¬ 
tion for the country as a whole. Eventu¬ 
ally, it is fell that if the process of our plan¬ 
ned development has to .succeed than 
family planning must proceed apace. The 
policy of the government to allocate up 
to any amount for this programme is, 
Ihcioforc, justified. 
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Road Transport in India 

DR J S K- PATEL 


WE have entered into an era of economic 
development ever since our country achiev¬ 
ed Independence. This in turn has high¬ 
lighted the importance of transport. Al¬ 
though from the point of view of principle 
of public utility all modes of transport are 
to be considered as one unit and each mode 
of transport should be given equal priority 
in its own sphere of activity, because of the 
special conditions prevailing in our country 
the development of road transport needs 
our special consideration. 

Unlike railw'ays which link up one end 


of the country with the other, the roads 
criss-cross the country. This point must 
be specially borne in mind while promoting 
the underdeveloped regions. If the tempo 
of economic development is to be uniform 
in the country it is of utmost significance 
that the remote parts of the country be 
interlinked with one another. Unfortunate¬ 
ly sufficient emphasis has not been given to 
this problem, the result being the lop¬ 
sided development of roads and the conse¬ 
quent neglect of JTjral development. We 
talk of the “green revolution” through 
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which India is passing today, but the fact 
h that this so<allcd revolution has barely 
touched the fringe of our villages. This 
is so because road development in rural 
areas is still left unattended to. 

The total originating freight traffic at the 
commencement of the first Plan period was 
a mere 93 million tons and it increased to 
194 million tons in 1964-65. At the end 
of the third five-year Plan it was estimated 
that the originating traffic would spill over 
320 million tons. By 1968-69 it was close 
on the heels of 400 million tons. In this, 
the resi^ctive shares of the rail and road 
goods traffic has been as under : 

HAULAGE BY RAIL AND ROAD 
TRAFFIC : 1950-65 

Year In million tonne kilometres 
IVafFic carried by 



Rail 

Road 

Total 

1950-51 

44,117 

5,500 

49,617 

1955-56 

55,576 

8,950 

68,526 

1960-61 

87,680 

17,400 

105,080 

1964-65 

106,570 

31,000 

137,570 


From the above figures it is clear that 
while the haulage byroad in each of the 
plan period has been almost doubling it¬ 
self that of the rail although increasing has 
not increased as fast as that of the road. 
What is more, railways have almost reach¬ 
ed their saturation point of sharing in the 
increase in originating traffic. If, as is 
pointed out above, the total originating 
traffic is estimated to be nearing 400 million 
tons, road traffic has to be developed 
fast to cope with the situation. 

Important Aspect 

An important aspect of the study of the 
modes of transport is reckoning with the 
phenomenon of the substitutability in 
transport. The United Nations’ economic 
survey of Europe in 1956 revealed that in 
the UK, France and West Germany bet¬ 
ween 1930 and 1954 the share of railways in 
goods traffic fell from 75 per cent to 52 per 
cent, while that of the road transport 
increased from 10 per cent to 34 per cent. 
Trends in western and southern Europe 
were more or less similar. The percentage 
share of rail goods traffic fell from 
70 per cent, to 49 per cent, but 
that of the road traffic increased from 
5 per cent to 36 per cent. India has 
been no exception to this universal trend 
in the substitutability in transport. Year 
after year there is a good deal of diversi¬ 
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fication of transport from rail to road. 
This tendency, to a certain extent, has been 
accelerated in our country because of the 
parallel construction of roads and rails. 
In developing the different modes of trans¬ 
port this important phace of road transport 
should not be overlooked. 

The development of road transport de¬ 
serves our consideration from other points 
as well. In railways the movement of goods 
by containerisation is still in the embryo- 
stage. Until this service develops to its full 
stature, it is impossible for the railways to 
participate in door-to-door ser\'icc. In this 
respect the road traffic has immense advan¬ 
tages, for the goods move from the ware¬ 
house of the shipper to the warehouse of the 
receiver at the other end. Road traffic is 
not hide-bound with niles and regulations 
like the railways and hence it shows much 
more flexibility. Whether for short distance, 
or for long distance, light traffic moves 
much faster than that of the railways. 

Construction Cost 

The cost of rail and road construction 
is to be kept in mind. Not only is 
the cost of road construction low per 
mile in the ease of roads in comparison to 
rails, but the availability of road material 
is much easier. Iron and steel on which the 
construction and expansion of railways de¬ 
pends are scarce commodities but the ma¬ 
terials needed for the construction and de¬ 
velopment of roads abound in the country. 
Finally, it may also be pointed out that the 
employment potentiality of roads in com¬ 
parison with rails is high. In this context 
the conclusion of the study of the National 
Council of Applied Economic Research 
that “the employment per commercial 
vehicle comes to 12.63 persons being J1.12 
per truck and 17.02 per bus” is relevant. 
The ^^agc income generated by it arc re¬ 
gionally widespread and have a multiplier 
effect on the economic development. 

Important though the part played by 
road transport is in our country. It has not 
been given that high priority which it 
richly deserves. In the first place, it 
is said that road transport has been 
given a step-motherly treatment com¬ 
pared with the railways. It is pointed 
out that since the first Plan there has 
been a rise of more than 400 per cent 
in government revenue from motor 
vehicles. In a research paper entitled “Road 
Charge and Highway Financing’ ’ the Ncogy 
Committee, appointed to consider the co¬ 
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ordination of rail-road traffic, has brought 
together the available statistical data per¬ 
taining to revenue from road transport 
and expenditure on roads during the years 

1959- 60 and 1960-61. 

Excess Revenuu 

The total revenue accruing to the 
central and state governments together 
amounted to Rs. 162-00 crores in 

1960- 61 as compared with Rs 131.7 
crores in 1959-60. The total expenditure 
incurred by the centre and the states on 
road was Rs 99.8 crores in the former 
year and Rs 83.5 crores in the latter. Thus 
the total revenue earned from road trans¬ 
port exceeded the total expenditure on 
roads by Rs 62.2 crores in 1960-61 and Rs 
48.2 crores in 1959-60. It may be calcula¬ 
ted from these figures that the percentage 
expenditure on roads in India to the 
revenue accrued to the central and slate 
governments from the levy of taxes on 
the roads was about 43 per cent in 
1959-60 and 53 per cent in 1960-61. ^^n 
the other hand, in such countries as the 
USA, Canada and West Germany the 
policy of the governments appears to bo 
to earmark all the revenue received from 
road transport for road development 
purposes. 

On an average a commercial vehicle 
in India pays a total tax, including 
on oil, of Rs 3,200 a year which is 
nearly two and a half times more than the 
corresponding levy in Britain and about 
seven times greater than that in the 
USA. The motor transport operators have 
been complaining that central and state 
taxes amount to about 30 per cent of their 
operating costs. Dr V.K.R.V. Rao, 
had pointed out once that the lax levied 
on road transport constitutes as much as 
36 per cent of the operating cost of goods 
traffic. The tax incidence on road transport 
is so high that a ton of goods per mile 
carried by road equals the total average 
ton-mile tariff of the railways. The average 
charge for transporting goods by rail is 
roughly 6.8 paisc a ton-mile. Road trans¬ 
port fetches more than twice as much reve¬ 
nue for the exchequer as the railways do. 
In 1965-66 the railway’s contribution was 
Rs 125 crores a$ agaiast that by roads of 
Rs 282 crores. 

Road development programme deserves 
high priority for another reason. The 
existing road milage is too inadequate 
for the size of the country. Although at the 
end of the second Plan period the milage 
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of the metalled roads in the country was 
over 144,000 and that of the unmetalled 
road was well over 250,000, as compared 
with 47,000 and 147,000, respectively, in 
1950-51, the road network remained defi¬ 
cient in several respects. Sixty per cent 
of the total milage consists of earth roads 
only, the national highways covered only 
about 15,000 miles and out of these only 
2,250 miles had a two*line carriage way. 
There were numerous missing bridges on 
the arterial routes. Although the aid re¬ 
ceived from the International Develop¬ 
ment Association is of some value, 
yet a good deal remains to be done for 
improving the road milage of the country. 

Second Plan Expansion 

Since the second Plan period there has 
been further progress in the extension of 
the road system. At the end of the third 
Plan period the total road milage was 
958,000 kilometres, consisting of 674,000 
kilometres of unsurfaced roads and 248.000 
kilometres of surfaced roads. Roughly, 
two-thirds of the unsurfaced roads arc 
mere earth tracks, generally unfit for 
wheeled traffic and maintained by no 
public authority. A comparative study 
of the figures of road milage in India 
and other countries will show to what 
extent road development has been lacking 
in this country. 


ROAD MILAGE IN DEVELOPED 
COUNTRIES 


Country 

Road milage per 
100 sq. miles of 
area 

Population 

Lakh 

Sur¬ 

faced 

All 

road 

Sur¬ 

faced 

All 

road 

UK 

218.7 

218.7 

393 

393 

USA 

69.2 

97.1 

.1,396 

1,945 

W. Germany 

159.0 

229.1 

285 

411 

Italy 

48.6 

109.0 

115 

257 

Ceylon 

39.2 

46,8 

101 

113 

Japan 

417.9 

417.9 

638 

688 

India 

11.9 

34.4 

33 

96 


This is another important reason why 
the construction of roads should be speeded 
up. In 1950-51 the number of buses plying 
in India was 34,411 while that of trucks was 
81,888 making a total of 1,16,299 vehicles. 
Within a span of five years, i. e. from 1950- 
51 to 1955-56, these figures went up to 
46,461 and 119,077, respectively, bringing 
the total to 1,65,558 vehicles; and in 1964-65 
the figures were 68,200 and 235,000, 
respectively, and made a total of 3,03,200 
vehicles. It should be remembered 
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that the twentieth century mode of 
transport is the road. In the UK, 
59 per cent of the entire traffic 
was carried by road in 1965 with only 24 
per cent going by rail. In USA the share of 
roads was still higher, 92 per cent. Today 
there is one car in the USA for every three 
inhabitants; in Great Britain one for 10; 
in West Germany one for 13, in Italy one 
for 25, in India the ratio is one car for 
every 8,000 persons. 

Similarly, it has been observed that 
per mile of road in Britain the number of 
motor vehicles is 25, in the USA 21, in 
Ceylon eight, in France six, and in India 
it is one only. With an increase in the 
income of the people, not only will the 
number of motor vehicles increase but also 
the demand for goods. 

Allocation of Funds 

Enough facts and figures have been put 
forward to show the inadequacy of the road 
transport in the country. In the second 
Plan period as against the estimated outlay 
of Rs 600 crorcs madc by the road engineers, 
the allocation for road development was 
only Rs 224 crorcs, which later, with con¬ 
siderable difficulty, was raised to Rs 324 
crores. The total investment on the cx- 
partsion of transport facilities in the three 
Plan periods comes to about Rs 4,250 
crores. The Road Transport Enquiry 
Committee of which Dr B. V. Keskar was 
the chairman, lias submitted its report on 
November29,1967. Similarly the Transport 
Policy and Co-ordination Committee has 
also completed its report. The presidents 
of the Indian Roads Congress have also ex¬ 
pressed their opinion with regard to the 
importance of road transport to the 
country. 

On the basis of these reports and 


MYSORE slate which has hardly about 6 
per cent of the water resources of the 
country, accounts for about 15 per cent 
of our fish production which is a subs¬ 
tantial dollar-carner. Though pisciculture 
experts indicate that about 15 varieties 
of sea-fish are commercially important, 
the main species of fish that is found on 
Mysore coast arc sardine, mackerel, 
shark, prawn and pomfret. Prawn 
figures prominently in the export of sea¬ 
food and USA accounts for 90 per cent 
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the opinions of the presidents of the 
Indian Road Congress it appears that it is 
incumbent now for the country to imme¬ 
diately launch upon a road development 
programme which should provide for 
(i) increasing the milage of roads and to 
open new and neglected tracts now develop¬ 
ing under the impact of the plans; (ii) 
improving the capacity of the existing 
road by better surfacing; (iii) strenghening 
the weak bridges.; (iv) increasing the use 
of trailers; (v) quick disposal of applica¬ 
tions for registrations of new commercial 
vehicles; (vi) increasing the turnover of the 
existing automobile factories; (vii) (ho 
establishment of a road board on the same 
lines as the Railway Board as recommended 
by the Indian Road and Transport Develop¬ 
ment Association; and (viii) the cictilion of 
a highw'ay trust fund and a reservoir of tax 
revenue from road transport to be used for 
the construction of a national system of 
inter-state and defence higliways and placed 
under the federal aid highway program¬ 
me on strict “pay as you build basis”, 
the overall expenditure programme having 
been limited to anticipated revenues. 

Uniform Taxation 

As suggested by the Keskar Committee 
legislation should be enacted laying 
down uniform principles of motor ve¬ 
hicles taxation throughout the country. 
Tlie same committee also made a re¬ 
commendation for the establishment of a 
suitable financial institution to supply the 
much-needed finance to the operators at 
reasonable rates of interest. Finally it 
should be appreciated that rural develop¬ 
ment is one of the cardinal needs of the 
country and if this is to be expedited 
road transpi>rt becomes an important 
adjunct. 


of the total cx;x)rts directed to America 
and Britain. The USA alone consumes 
65 per cent of the canned prawns from 
Mysore. Apart from providing niitritous 
food for the people, this industry has 
given rise to a number of by-products such 
as fish oil, fish meal, fish manure, fish 
maws, and sharfins. No wonder this in¬ 
dustry has attracted considerable atten¬ 
tion recently. 

Mysore is having a coastline of about 
320 kilometres and a fishabic area of about 


Coastal Fisheries in Mysore State 

MOHANDAS PAI 
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i4,500 square kilomcti'cs within the conti¬ 
nental shelf of 100 fathom line. It provides 
the best scope for the production of valu¬ 
able food from the inimcnse potential of 
the sea, with a number of fishing villages 
stretched along the v-oast, such as Karvvar, 
Ankola, Kumta, Honnavar, Bhatakasi, 
Bingi, Majali, Chendia, Gangoli, Malpe, 
Udaiyavar, Bi>kapatanam and Mangalore. 
About 20,000 people arc actively engaged 
in this industry which indirectly provides 
a livelihood to about 1,00,000. About 
500 arnl odd mechanised boats, 6,500 
traditional boats, and catamarans, 37,000 
nets, 37 fish curing yards, and 14 cold 
storage and icc plants with an esti¬ 
mated capital of five crores of rupees arc 
employed in this industry. The average 
catch on the Mysore coast per fisherman is 
about 6,000 kg. per year whereas it is 
about 2,000 to 2,500 Kg. in other parts of 
India. 

Busy Season 

Fishing takes place throughout the year 
except in the months of June and July 
when the south-west monsoon is strong. 
The busy season is from October to Jan¬ 
uary. Three-fourths of the marine Fish 
landings take place on the west coast of 
India and the share of Mysore is about 
30 per cent of these landings. The produc¬ 
tivity of the waters of Mysore within the 
continental shelf is estimated to be 170 
tonnes per square mile, while it is about 
182 tonnes in Kerala. 

Though the coast wUvS known as “macker¬ 
el coast'* after the bountiful mackerel fish, 
till recently little was done to exploit fully 
the fisheiics resources which can yield 
rich food in abimdancc al’Jilrt from helping 
the economy of the state. The addition of a 
fish meal plant at Mai pc, the large-scale 
operation of mechanised bouts, the estab¬ 
lishment of a number of fishing industries 
on modern lines, and the commissioning 
of a fisheries science college at Mangalore 
which is first of its kind not only in India 
but also in the whole of south-east Asia 
are however definite signs of the accep¬ 
tance of modern techniques in the field. 
But this industry continues to suffer 
from many ills which have retarded its 
progress and need to be analysed. 

The problem of finance is the most im¬ 
portant of these problems which has retar¬ 
ded its progress. Due to the non-availabi¬ 
lity of insurance facilities to the nets and 


boats which arc not constructed on 
modem lines and which are its capital 
stock, the industry had failed to attract 
the attention of commercial banks; which 
have made important contributions in many 
other fields. On account of the unwilling¬ 
ness of the conunercial banks to provide 
the needed finance, the fishermen had to 
borrow at the terms and conditions of 
the money-lenders of the area, who charge 
three paisc per rupee per month which 
comes to about 37 per cent per annitm. 
Tliough there are about 95 fisheries co¬ 
operatives in this area, they have failed 
to streamline the industry. 

The insurance facilities in recent years 
have been extended to the mechanised 
boats and trawlers for eight months in a 
year, i.c., from September 15 to May 15. 
From May 15 to September 15 the insured 
boats are not allowed to fish. This has 
left other industries, such as canning and 
freezing, with a surplus idle capacity on 
hand. 

Due to the unwillingness of institutional 
finance to help this industry, the j^coplc 
engaged in this venture have not been able 
to adopt mechanised boats and other up- 
to-date techniques, and relied entirely on 
the vagaries of the sea. Fishing thus proved 
to be a veritable gamble. It remained a 
labour-intensive rather than capital-in¬ 
tensive industry. Deep-sea fishing is practi¬ 
cally impossible due to the smallness of 
crafts, catamarans and nets. Off-shore 
fishing beyond a mile’s length is mostly 
till known and fishennen are unable to 
fish in the inhospitable sea for more than 
12 hours at a time. 

Canning and Preserving 

fn spite of several feasibility studies 
made and technical know-how' developed 
in India, the preservation industry has not 
been able to make much use of the existing 
knowledge. The primitive methods of 
salt curing and sun-drying arc mostly fol¬ 
lowed. Due to the non-availability of pre¬ 
serving facilities at times of bumper catch¬ 
es there will be a steep fall in prices and the 
loss is estimated at about 25,000 tonnes. 

It needs to be mentioned that the coronet 
canning industry in the private sector, 
situated in Malpe, has taken to mechanisa¬ 
tion. The slate government has opened 14 
icc and freezing plants along the coastline. 
The installed capacity of the canning in¬ 
dustry is about 45,000 cans a day, but 


the utilised capacity is Just 30,000 cans a 
day leaving 35 per cent unutilised capacity, 
which is a clear evidence of paucity of raw 
materials. There, however, is a trend to¬ 
wards the increased consumption of pre¬ 
served products. This is a good augury 
and there is need to co-ordinate supply, 
improved fishing and marketing practices 
which would definitely help in turning a 
new leaf in the fortunes of this industry. 

PrebUms of Transport 

The non-availability of ships wilh ade¬ 
quate reefer space at Mangalore port at 
regular short intervals rt> remove the bot¬ 
tlenecks faced by the exporters compels 
them to move much of the frozen cargo 
to Cochin port without assurance of 
clearance there. It was estimated that there 
were about 5,000 cases of frozen prawn 
lying in the godowns awaiting shipment to 
the USA last March besides bulk of canned 
sea-food for the UK, and such situations 
arc not infrequent. * 

In this respect one cannot blame entirely 
the shipping industry while they arc given 
a step-motherly treatment in the fourth 
Plan outlay. Out of the total outlay of 
Rs 3,173 crorcs including Rs 2,650 crores 
by the centre for transportation, the share 
of the shipping industry is barely Rs 320 
crorcs out of which Rs 195 crorcs arc ear¬ 
marked for the development of the ports. 

The internal market for fish too is not 
free of hurdles. The west coast has too 
few link roads connecting the hinterland 
and the Western Ghats. This has,put a 
check on the movement of fish to other 
markets. The inter-state restriction does 
not allow carrying fish to other nearby 
states and the potential hinterland is denied 
to the fishing community. The available 
local purchasers arc the fisherwomcn who 
carry the fish on hcadloads. The market 
consequently is limited. To give an impetus 
to the industry the sales tax on fish has 
been abolished and salt and other fishing 
requisites arc supplied at subsidised rates. 

Marketing practices followed in this area 
are crude. Though in many centres the 
catches are marketed through auctions, 
the very essence of auction, which is the 
presence of large number of buyers and 
sellers, is absent. This has proved a boon 
to the buyers but loss to the fishermen. The 
absence of marketing federations and 



other jkimUMr m3titutton$ is a great lacuna 
in this respect. Though the Fish Marketing 
Federation is functioning in a few places 
it has failed to prevent bad practices. 
CoUection, collation and dissemination of 
market information, at least with regard 
to a few important varieties of fish, has 
not yet emerged, and has kept fishermen 
completely in dark about the prices that 
are quoted in different centres of auction. 

The sorting out of the fish of various 
species and variety is completely on com* 
mercial basis and scientific methods are 
not practiciiblc. But fishermen arc not 
properly rewarded for superior varieties, 
c.g. prawns, which can be distinguished 
as medium-size and long-size are paid 
the same price though there is considerable 
price variation between the two. 

The weights and measures that are used 
are not in conformity with rules and in 
many cases lot auction is practised to dupe 
the helpless and innocent fishermen. The 
"kosaru’, which means that some extra 
fish should be given over and above the 
genuine auction, forms a substantial part 
and deprives fisherman from his due. 
The packing methods followed aic so 
crude that thcv frustrate the vci*y object 
of packing, which is protecting the product 
from deterioration in quality, easy handling 
in transit and making the product more 
attractive. In the case of fish packing has 
a special importance. It should be packed 
in wooden boxes, tin, glass or aluminium. 
But the practice followed in this area is 
to pack the fish in coconut leave folded in 
a crude way giving a depressing impres¬ 
sion to the buyer. It is technically bad, 
unhygienic, and leaving bad smell in its 
wake. Adoption of a scientific method 
of packing fish is essential. 

Lack of Rocords 

In most cases records pertaining to the 
total catches, their sitles etc., were not 
maintained. And in those cases where the 
records arc maintained there are no ac¬ 
cepted principles of accountancy or legible 
handwriting which would render it 
informative. These record? totally fail 
to servo any useful purpose. 

The fisheries industry has great poten¬ 
tial of export earning. With the intro¬ 
duction of ice plants and cold storage, the 
traditional and primitive practices such as 
aunnlrying and salt-curing have declined. 
The advent of canamg has enabled the 
indi^fy to ptwhe did j^rishable fish for 


EASTERN ECOK0M|Srr 

long periods. This has given great fillip to 
the growth of the export trade during the 
last decade. The export carning.s from 
fish and fish products have shown a re¬ 
markable rise from Rs. 4.64 crores in 
1960-61 to Rs 19.72 crores in 1967-68. 
Mysore state does not lag behind in sharing 
the increased foreign exchange earnings. 
The share of Mysore state has considcnibly 
increased in the last three years. It has 
increased from Rs 25 lakhs in 1965-66 to 
Rs. 1.07 crores during these throe years, 
contributing about 5 per cent of the conn- 
cry’s total export earnings. In the case of 
catches also it has shown similar upward 
trend, i.e., from 0.17 lakh tonnes in 1960-61 
to 1.16 lakh tonnes in 1967-68. It is ex¬ 
pected that the earning would soar to 
five crore rupees a year hy (he end of the 
fourth Plan. 

State Aftlstance 

Overcoming the odds of tradition-ridden 
fishing industry, the slate has successfully 
implemented the introduction of mecha¬ 
nised boats in a planned way. During 
1967-68 and 1968-69 about 220 mechanised 
boats were added to the fishing fleet and it 
IS proposed to add anotlier 102 mechanised 
boats this year. The implementation of 
co-operative fisheries project financed by 
the Agricultural RefinaiKC Corporation 
has been a major development during the 
last three Plans. The development of fish¬ 
ing harbours at Malpc and Honnavar in 
collaboration w ith Norway is gaining mom¬ 
entum. The estimated cost of Karwar port 
is Rs 23.84 lakhs and the construction work 


The International Labour Ollicc has 
sought to declare a new principle in colonia¬ 
lism, viz., the welfaic of the people 
a principle which it is asserted is in advance 
of old applications of the principle of trus¬ 
teeship based on the dual mandate of indi¬ 
genous and world interests. There is now 
reported to be a wide measure of current 
agreement that “the main purpose of colo¬ 
nial government is the advancement of the 
peoples of dependent territories.” The 
principle of 'trusteeship’ which has ruled 
so long, has decidedly not led to the best 
dispensation of things, cither politically or 
econornically, and even by the criterion 
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has gained momentum particularly after 
the visit of Mr H. C. Linga Reddy» Min¬ 
ister for Ports & Fisheries to Norway In 
April last. It is also proposed to develop 
this ix>rt as a fishcry-cum-cargo port. The 
commissioniiig of the Marine Products 
Processing Iraining Centre, at a cost of 
Rs 2.6 lakhs (a gift from Japan) at Man¬ 
galore, and the College of Fisheries 
Science in Mangalore, are a significant 
indication of the government’s support in 
harnessing I he immense potential resources 
of the sea. 

Mechanisation of Fleet 

During 1969-70 it Is proposed to spend 
about Rs 36 lakhs on the mechanisation of 
the fishing fleet. It is also proposed to add 
two 57-ft trawlers which arc under cons¬ 
truction at Goa, costing Rs 4.5 lakhs each, 
to the fishing fleet. Tlic proposed construc¬ 
tion of a w'arf at an estimated cost of Rs 
8.5 lakhs at Mangalore, the fishing jetty 
at Mulky and the cold storage-cum-freez- 
ing plant at Gangoli will considerably 
strengthen the industry. During the 
fourth five-year Plan period it is proposed 
to sj>cnd four crore rupees for the deve¬ 
lopment of fisheries. The schemes of me¬ 
chanisation of fishing fleet on a loan-cum* 
subsidy scheme, carrying out the explo¬ 
ratory and experimental activities to locate 
new fishing grounds, improvement of fish¬ 
ing methods, increasing the .supply of 
fishing requisites and provision of facilities 
for landing, preservation, transport and 
marketing of fish on a large scale would go 
a long way to bring about an all round 
development of the industry. 


of gradualism, the rate of progress, 
politically and economically, has been 
disappointing. Povcity, squalor, disease 
and illiteracy have been the lot of the 
colonies and it is often only through the 
agency of occasional labour riots that the 
mother country has been forced to take 
cognizance of and an enhanced intcrcFl in 
the problems of the colony. The Colonial 
Development and Welfaic Act, passed 
during the war, was the fust significant 
gesture by the British Govcifoment in the 
direction of the mother country taking 
active and direct financial responsibility for 
the economic development of the coldnies. 
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PEARSON RECOMMENDS DOUBLING INDIA’S AID 

H- R- VOHRA 


WASHINGTON : 

INDIA has found a new friend and supporter In Mr Lester B. 
Pearson and his commission on international development. If 
India could be assured of a steady flow of resources at twice the 
present net flow (i.e S 2 billion instead of the present S 1 billion 
annually or the projected ^ 500 million during the next plan 
period) says the Pearson report, what a windfall in progress it 
could bring ! 

-It would imply an increase in the growth rate of about one 
per cent per year. 

-It would hasten industrialization and the capacity to sustain 
the export drive besides the capacity to expand educational 
opportunities. 

--India would also make a major impact on the living standards 
of the rural and urban poor. 

Nostalgically promising all this many-sided progress, the 
report urges the donor countries to heed its plea: “If one con¬ 
cedes that development of low-income countries is important 
and that India is a major test, it is hard to imagine a more impor¬ 
tant or rewarding investment.*' 

None of these improvements arc expected to happen at the 
desired rate without massive infusion of aid. The expected 
financial bottlenecks arc both foreign and domestic. With present 
export trends and projected aid levels, foreign exchange shortage 
would begin to limit the giowth rate to 5—6 per cent within a 
few years. 

A Gloomy Comment 

The report makes the gloomy comment that domestic finance 
is likely to retard expansion in India because of the difficulty of 
raising savings rates as agricultural incomes rise and, more 
importantly, because the government, scared by past experience, 
must manage its expenditure in such a way as to avoid a foreign 
exchange crisis even with minimal aid levels. 

This would mean little deficit spending and tight limits on 
investment because of its foreign exchange component which 
can be higher than consumption. The foreign exchange constraint 
may also limit further import liberalization which is necessary 
if industrial prices arc to be rationalized for a liimer basis of 
industrial and export growth. 

Thus, without increased aid, the domestic investment constraint 
“will not only limit the growth rate; it will also make it difficult 
for the government to deal with the problem of rural and urban 
poverty (by preventing massive expansion) and upgrading of the 
educational effort and large labour-intensive construction 
investment.” 

Again, without massive boost in aid, India could not adopt 
an expansionist approach. Nor could it follow a policy of 
exposing industry to competitive imports. 

^ The Piiarspii report reviews the results of India’s economic 


planning which has taught the world much about its importance: 
ft recognizes that every nation has benefited from this pioneering 
effort as well as from its inevitable mistakes. It praises India’s 
achievements but docs not ignore its “flaws” because only by 
doing so can similar problems bo avoided in the future. 

Thus, for instance, under planning, industry did indeed grow 
but import propensity turned out to be much higher than had 
been anticipated. Secondly, large-scale sector projects were 
implemented more slowly than expected. Thirdly, planning was 
less accurate than had been hoped. Fourthly, the possibility of 
returns on agricultural investment was underestimated and so was 
population growth. There were miscalculations. 

Phllofophical Conflict 

Moreover, economic decision-making and planning were 
hampered particularly in the period before 1964, “by a philoso¬ 
phical conflict inherited from the independence movement.” 
Thus economic policy aimed at mobilizing all possible resources 
to expand heavy industry and import subsliluling industries 
which implied reducing current consumption. 

The report holds that there was contradiction between reducing 
consumption and the plan’s greater expenditure on social services 
to alleviate poverty as quickly as possible. The conflict of aims 
might have been reduced by rapid growth in economy. This 
did not occur because investment was mainly in Jong gestation 
projects and because government, distrusting private profit 
and the private sector, imposed extensive controls on prices and 
private investment. 

While recognising that India has achieved “major economic 
transformation” the Pearson report is particularly critical of 
India’s agricultural policy until it changed in 1965 under pressure 
from many directions. It recounts India’s efforts in the field of 
agricultural extension, land consolidation, land reform, irrigation 
and the provision of credit but says these measures had little 
impact on production. 

It pinpoints the neglect in inputs in fertilizers and pesticides 
as well as price incentives. In the 13 years between 1951-64, the 
availability of fertilizers increased barely by 589,000 tons. 
In the Iw'O years after the policy changes, it increased by 739,000 
tons. 

Another example of change in the emphasis of agricultural 
policy is the change in the relative price ratio of finished manu¬ 
factures to agricultural products. The index (1952-53- 100) rose 
to 106 in 1962. By 1967, it had fallen to 77. 

Major change in economic policy was piccipitaicd by two 
causes—the strains of the famine and the promise of miracle 
seeds. The speed with which Indian farmers have taken to the 
new seeds and new methods of agriculture is held out as an 
“authentic marvel of our time.” 

Another factor was reassessment of food aid policy by the US 
and the pressure exercised by it. The rcpt:rt does not say so but 
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docs imply that the agreement between India and the US was 
at times reached under strain. Anyhow, it led to the desired 
result and, generally, to the mutual acceptance that agricultural 
growth miLst be ;tccelerated|^India through the following steps: 

(1) Greater public investment in agriculture; (2) attraction 
of private investment, domestic and foreign into the fertilizer 
industry; (3) rapid Increase in the supply of fertilizer; (4) improve¬ 
ments in fertilizer distribution; (5) improvements in the system of 
seed growing, certification and distribution; (6) expansion of minor 
irrigation, including tubewells and (7) better storage facilities. 

The report recalls that negotiations were often didlcult which 
probably means that India resisted these changes while the US 
insisted on assurances on many points (and stimetimcs on 
more rapid action than India considered feasible) before agreeing 
to make additional supplies available. Instead of signing annual 
or multi-year sales agreements the US doled out food aid a few 
months at a time. It was this painful experience which hastened 
India's desire for independence in food. 

Mr Pearson predicts that if present policies continue. Indian 
agriculture would maintain an annual growth of 4 to 5 per 
cent and “scif-sufticicncy in foodgrains may be attained 
in a few years.*' At the same time, it points out that much would 
depend on India's ability to find high-yielding rice seeds suitable 
to its clinrilc. India must also maintain incentives and required 
supplies of inputs besides reorienting its irrigation investments 
and reorganising the credit system. 

Mr Pearson reviews India's exports, how they rose, fell and 
rose again ovei the last two decades, before and after devaluation. 
And he comes to the sober conclusion that it is too early to judge 
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whether the latest improvement is pcitnariejit although the latest 
incentives arc held to be adequate to maintain an export drive 
even if the domestic demand recovers. 

He recapitulates the history of India's economic develop¬ 
ment after the reassessment of policies in 1964 and says that 
the basis for future growth has been strengthened. 

India, he notes, has been a major recipient of foreign aid in 
terms of absolute flow of resources. Per capitawise, the flow 
has been the lowest in the world. The problem appciirs to be 
that there arc viscerally determined limits on aid when it achieves 
very large absolute levels regardless of requirements of per capita 
amounts. 

India Wat Lat Down 

How the world has let India down is not forgotten by the 
Pearson's report. Many of the policy changes Vhich India made 
were linkable to the promised performance of aid givers. India 
could not have consented to import liberalization or devaluation 
without significant external support. 

Secondly, although vital to India'.s ability to act, it is clear 
that the style of the donor’s involvement in policy incurred politi¬ 
cal costs. 

Thirdly, the Indian reform w'as pressed on the assumption that 
donors would make available substantially increased amoultt^ 
of non-project aid as part of a generous total volume. This has 
not happened to the extent stipulated. 

That is w hy Mr Pearson and his commission favour doubling 
of the current net aid and a quadrupling of the projected ^ 500 
million net aid during the next plan period. 


WE$T GERMANY IN WORLD PHARMACEUTICALS 


JOSSLEYN HENNES3Y 


I 

SPECIAL CHARACTERISTICS OF THE TRADE 

LONDON : 

IHL phaimacciiiical industry, one of the most rapidly growing 
in West Germany, dilfcrs from other industries in that the produc¬ 
tion and sale of pharmaceuticals, and the demand for them, arc 
largely subject to factors which arc not due to economic causes. 

Pharmaceuticals, on the one hand, materially contribute to¬ 
wards lengthening the cx|xrctation of life; on the other hand, 
the resulting change in (he population's age structure causes a 
rising demand for drugs and medicines. The average age of 
life in Germany before World War I was ^16. In West Germany 
today it has risen to 71; at the same time, the proportion of people 
over 50 years old to the total population has gone up from 15 to 31 
per cent. 

In the sale i»r m:dicinc.s, the doctor performs a crucial function 
as an intermediarx^; more than 70 per cent of all the medicines 
sold, as mvasured by pharmiclsts' sales, arc nowadays retailed 
to the patient i>n prescription. West German doctors arc. in 
turn. influenceLl in their prescriptions through the supervision 
exercised by the sickness insurance funds. Of these funds' total 
expenditure sonicthiog like 12 to 13 per cent goes on medicines. 
The demand for freely obtainable medicines is, on the other hand. 


closely cojiiiecicd with the grow th of muss incomes. Growing 
prosperity has not only permitted l>etlcr care for the population’s 
health, but has also rc\culcd the dangers of the uncritical use of 
dmgs. 

Typical of the phannuccutical industry is its heavy expenditure 
on research and development- about 10 per cent of Us turnover, 
a proportion higher than in any other industry. Each scientific 
worker in a research laboratory now costs approximately DM 
300,000 a year compared with only DM 10,000 before World 
War 11. The expenditure on developing a new medicine rose 
approximately seven-fold between 1948 and 1964; subject to wide 
individual variation, it is now estimated to average DM 20 million. 
Some 50,000 man-hours arc, as a rule, required before the pro¬ 
ducer can otter a medicine ready for consumption. Thi.s expendi¬ 
ture arises chiefly because it is constantly found that only a small 
proportion of the research work done on materials and processes 
yields any practical result. Experience suggests a success ratio 
of I : 4,000, /.t*. approximately 4,000 compounds must be tested 
in a series of experiments, mostly both lengthy and costly, before 
u new' medicine is found. This clearly indicates the heavy risk 
w hich a company engaging in pharmaceutical research has to face. 
The industry does not, in general, expect any profit until two years 
after a new medicine has been on the market. There are^ more¬ 
over, various preparations which, white they are of iltc greatest 
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imtx^rtam;^ for treating rare diseases, have ho narrow a held of 
application that their prospects of profit arc negligible. 

The pharmaceutical industry's advertising is frequently criti¬ 
cised. Yet in West Germany the public hardly sees that advertising 
at all; the Pharmaceutical Publicity Law forbids mass media 
advertising of medicines which requires a prc.scription, and arc 
intended for the treatment of serious illnesses; publicity concerning 
.such medicines may be addressed only to doctors and chemists. 
The assumption is that advertising of pharmaceuticals ought not 
to aim at creating consumer demand but at informing the experts. 
Among the methods mostly employed arc advertisements in 
professional journals, together with leaflets and visits by scienti¬ 
fically trained travellers who canvass doctors. Samples presented 
free of charge to doctors arc also Important; the value of the 
samples presented each year is estimated to reach approximately 
dm 100 million. 

II 

WIDE OimilENTIATION BETWEEN PRODUCERS 

About 2,000 firms in West Germany arc registered, under the 
Pharmaceuticals Law, as producers of pharmaceuticals. Most, 
however, manufacture in ways which hardly go beyond the pro¬ 
cessing normal in a chemist’s shop, while some merely unpack 
and repack medicines. There arc only about 650 firms, although 
they account for nearly 95 per cent of the total production, which 
manufacture pharmaceuticals in industrial quantities. These 
firms employ about 60,000 persons, including graduates speciali¬ 
sing in the nTost widely varied siibjccis. 

Pharmaceutical turnovers, even in the case of firms which 
publish annual reports, cannot always be clearly ascertained, 
because most also sell other kinds of chemicals outside the phar¬ 
maceutical range. It is estimated that the ten largest firms account 
for half of the entire industry's turnover. Foreign firms producing 
in West Germany account for a substantial proportion as 
well. The big Swiss pharmaceutical groups have long had subsi¬ 
diaries in the Federal Republic, and in recent years an increased 
number of other foreign firms—especially from the USA—have 
appeared. Foreign firms penetrate the German market not only 
by setting up new plants, or taking over resident firms, but alSi> 
through increasing production by German firms on commission. 

Owing to the multitude of therapeutical substances required, 
even large companies cannot produce those wanted for all cate¬ 
gories of potential users. Hence there is enough work for firms 
of medium and smaller si/c as well. But the big companies in 
general have newer ranges of products, one reason being that 
they afford to pay high prices for licences, particularly to manu¬ 
facture foreign finm* products. Research too, especially basic 
research, is mostly done by big companies because of their greater 
fiiuincial resources. Medium-sized enterprises usually confine 
themselves to special fields; those of smaller size mostly engage 
in further dcMsIopment as w'cJI as in new forms of presentation 
and the improvement of known preparations. 

In recent years, the growth rate of production in the pharma¬ 
ceutical industry base^eded that in industry as a whole and in 
the ehemicat Industry in particutar. The production of phar¬ 


maceuticals in fact rose from DM 2,000 million in 1960 to DM 
5,100 million in 1968. Owing to^the constant new development 
and further evolution of medicin^ the structure of the industry’s 
output is constantly changing. Of the medicines now' in current 
use approximately 80 per cent were not discovered or marketed 
until after World War II. 

PRODUCTION GROWTH OF THE WEST GERMAN 
PHARMACEUTICAL INDUSTRY 


1866-100 



Source : Deutsche Bank hcommic Review. 

The expansion of output in pharmaceuticals since I960 was 
mainly based on that in specialities for human consumption, 
which now account for more than three-quarters of total produc¬ 
tion. There has been an exceptional increase in homocophathic 
and biochemical preparations, vitamins and hoimoiics; the pro¬ 
portions of these to the industry's total output, although admittedly 
small, has almost trebled. While a number of other categories, 
such as drugs and extracts, serums and vaccines for human use, 
and disinfectants, barely maintained their importance, the pro¬ 
duction of veterinary medicines lagged appreciably behind the 
overall advance. 

Ml 

INTERNATIONAL COMPARISONS 

West Gcrminy’s foreign trade in pharmaceuticals has steadily 
expanded since the war. Since 1960, both exports and imports 
have trebled; in 1968 they reached, respect is cly. about DM 1.700 
million and DM 570 million. At the same time, the ratio of 
exports to production rose from below 30 per cent to just 
34 percent, while the proportion borne by imports to the home 
market supply went up from 12 to 15 per cent. 

Europe is traditionally the principal foreign market for West 
German pharmaceuticals. About 55 per cent of all West German 
exports w'cre sold in Europe during 1968; the FLC took 24 percent, 
CFTA 22 per cent. Asia's slutre of West German exports was 
as high as 21 per cent chiefiy because Japan, Asia's biggest 
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importing country, look one-tenth of uH West Germany’s 
pharmaceutical exports in 1968. North, Central and South 
America each accounted for 8 per cent. Africa came last with 
about 5 percent. 

PHARMACEUTICAL PRODUCTION IN IMPORTANT 
COUNTRlEvS 



1960 

1966 

1967 

1960 

1966 

1967 

C'ountry 

— 

--- 

— -- 


— 

— 


in million of US S 


in per cent 


World 
including : 

7,778 

13.827 

14,997 

100 

100 

100 

USA 

3,168 

4,430 

4,700 

40.7 

32.0 

31.3 

Japan 

Fed. Rep. of 

489 

1,415 

1,560 

6.3 

10.2 

10.4 

Germany 

536 

1,017 

1,124 

6.9 

7.4 

7.5 

USSR 

600 

970 

1,093 

7.7 

7.0 

7.3 

France 

527 

857 

960 

6.8 

6.2 

6.4 

Grciit Britain 

480 

850 

901 

6.2 

6.1 

6.0 

Italy 

320 

640 

683 

4.1 

4.6 

4.6 

Switzerland 

165 

400 

456 

2.1 

2 9 

3.0 


Stmree • Association of the West German C hemical Industry. 

Among the various categories the most important are prepared 
drugs which, in 1968, represented 60 per cent of total exports. 
There has, houever. for years l-jcen a tendency towards a greater 
than average increase in sales of prepared drugs, which arc put 
in bulk and, therefore, are not suitable for the retail trade, at the 
expense of specialities. This tendency is mainly due to the regula¬ 
tions governing imports into certain countries, especially 
those in course of development. To economise foreign exchange, 
more and more developing countries arc themselves carrying out 
the linal processing of medicines tableting). In 1968, the 
foreign sales of unprepared pharmaceuticals (mostly vitamins, 
hormones and antibiotics) reached 30 per cent of total exports. 

West Germany imports the bulk of iu pharmaceutical imports 
from Europe. In 1968, nearly 80 per cent of imported medicines 
came from Europe, especially from EFTA countries (46 per cent) 
and from the EEC (30 per cent). In 1968/the greatest individual 
supplier, contributing 31 per cent of all German imports, was 
Switzerland. The USA which accounted for just under 13 percent 
of all West German imports, also did good busine.ss in West 
Germany, especially- unlike exports- in unprepared substances, 
which in 1968 amounted to nearly 60 per cent of the total. Fn 
prepared products, it v\as especially scrums and vaccines 
which West Germany procured abroad. 

Foreign trade in pharmaceuticals is not only hindered, as 
international trade in general is, by customs duties, import quotas 
and exchange restrictions, but is further impeded because many 
countries try to weaken or abolish the existing patent laws. Italy, 
for example, recognises no propriety rights in pharmaceuticals. 
A number of countries, especially in Asia and South America 
and even Canada, seek to abolish pharmaceutical patent rights. 
Yet adequate international protection of patents is vitally neces¬ 
sary for the pharmaceutical industry because, in the absence of 
protection, the heavy expenditure on research cannot be 
recovered. 

The Common market is especially important for West Germany’s 
foreign trade in medicines, even though unrestricted duty-free trade 


in pharmaceuticals had not yet been* established withiQ the EEC 
on July 1,1968. Before the EEC enjoys free trade in pharmaceuti¬ 
cals the law must be harmonised; the EEC Commission has so 
far issued one directive; others are in preparation. The national 
laws on pharmaceuticals need radical revision. 

An International Comparison 

Before World War 11, Germany claimed to be ‘The world’s 
drugstore”; in 1938-39, medicines produced in Oennany accounted 
for 43 per cent of world pharmaceutical trade. After the war, 
however. West German pharmaceutical manufacturers, reduced to 
international insignificance, gradually regained much of the 
ground that they had lost. With 8 per cent of total world 
production, West Germany now ranks third among pharmaceutical 
manufacturing countries. West Germany now follows the USA 
and Japan but is ahead of the USSR, France aqd the UK. The 
USA’s share of the total, at just imdcr one-third, is by far the 
largest but has been tending to decline. Japan has expanded 
its production the most, and now accounts for more than 
one-tenth of the world’s production; curiously, however, Japan 
is still of little importance as an exporter. 

In world pharmaceutical trade. West Germany has ranked 
second to the USA since the beginning of the sixties. In 1968, 
West Germany’s exports amounted to almost one-fifth of wor]^ 
total exports, the highest proportion for any country. One reason* 
for West Germany’s apparent lag behind the USA is that Ameri¬ 
can companies sell licences on a large scale; they are also increas¬ 
ingly shifting their production abroad through foreign subsidia¬ 
ries. In these fields West German companies, despite consider¬ 
able efforts, have not caught up with the Americans. 

Sources and acknowledgements : The foregoing summarises a 
report in the latest issue of the quarterly £‘cowom/c Review published 
(in German) by the Deutsche Bank of West Germany. The Bank 
is, however, responsible neither for the emphasis of my survey 
nor for my interspersed cornments based on a variety of .sources. 


KIRON 
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Trade 

FOUR MINISTERS RELIEVED 

THE Prime Minister, Mrs Indiru Gandhi, 
requested two Ministers of State—Mr 
M. S. Gurupadaswamy and Mr Parinial 
Ghosh, and two Deputy Ministers—Mr 
P. J. Muthyal Rao and Mr Jagannath 
Pahadia -to let her have their resig¬ 
nations from the Council of Ministers on 
October J5 in order to facilitate a cohesive 
and purposeful government. The resigna¬ 
tions were later accepted by the 
President. 

DEFENCE AID TO INDUSTRY 

The Defence Ministry has decided to 
assist private sector industries to supply 
components worth about Rs 200 crorcs 
which the ministry would otherwise have 
to import during its second defence plan 
beginning this year, the Minister of Stale 
for Defence Prodiiciion, Mr L. N. Misra, 
stated recent 1^4. The ministry had taken 
a number of ‘‘concrete decisions" on the 
assistance to the private trade. Sample 
rooms had Ix^en opened at Delhi. Bombay. 
C'alcutta and Madras, whereabout 14,000 
samples had been displayed in the last six 
months. About 900 quotations had 
been received in these sample rooms 
alone. 

FOREIGN TRADE IN AUGUST 

Exports from this country in August 
1969 totalled Rs 125.83 crores and im¬ 
ports Rs 146.53 crores,leaving an adverse 
trade balance of Rs 20.70 crores. The 
cumulative trade statistics for April-Aug¬ 
ust 1969. along with the comparati\e 
figures for the same period in 1968, arc as 
follows 

(Rs, crores) 
1968 1969 

Exports (including rc-ex- 
ports) 558.68 579.11 

Imports 842.85 634.21 

Balance of trade —284.17—55.10 

PACKAGE PLAN FOR REPATRIATES 

The union government has fmali.scd a 
package of additional incentives with the 
specific aim of attracting investment by 


eastern economist 


Winds 

Indian nationals abroad. The objective 
seems to be to channel the likely invest¬ 
ments of a large number of Indian nation¬ 
als settled in East African countries, who 
of late, have been thre.ttened with eviction. 
Under the package, three important con¬ 
cessions arc to be extended: (1) Goods 
produced in the /.oiu would b.! allowed 
entry to the rest of the country if imports 
of the sam2 are allowed against free cur¬ 
rency licence: (2) the Insistence on the 
installation of Indian manufactured m ichi- 
ncry in the industrial units in the zone 
will be waived provided the investor can 
find his own foreign exchange; and (3) 
liberal exchange allocation to Kandia 
/one businessmen for promotional 
work. 

COLOMBO PLAN MEET 

Measures to ensure more etficicnl uti¬ 
lisation of aid arc to be discussed at the 
annual meeting of the Colombo Plan to 
be held at Victoria, (Canada), from October 
28 to 31. Discussions will mainly centre on 
economic issues, especially relating to 
economic co-operation in the region. The 
Colombo Plan, which has to be extended 
every five years i.s due for extension in 1970. 
The meeting will consider this five-year 
extension. The annual report of the Co¬ 
lombo Plan, which will form the basis 
for discussions, has noted that although 
the prospects for an increase in the contri¬ 
bution of aid-giving countries cannot be 
said to have improved from last year, there 
arc signs of economic advancement within 
the region due to m:irked increase in 
agricultural production. According to the 
report, disbursements on technical co¬ 
operation under the Colombo Plan during 
1968 reached a record total of S 2(X).4 
million against S 172 7 million in 
1967. 

U.S. LOAN FOR MACHINERY 

Finance for the import of machinery for 
private sector industrial projects and for 
expansion or moderni/ation of existing 
plants is provided by a 8 20 million (Rs 
15 crore) loan extended by the United 
States to the union government, an agree¬ 
ment for w'hich was signed on (3ctober 16, 
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1969. The loan may also be utilized to 
import initial spare parts and to finance 
engineering and other consultancy ser* 
vices. The loan, extended by USAID, is 
repayable over 40 years, including a grace 
period of 10 years during which no repay¬ 
ment of principal is called for. Interest is 
payable at the rate of two per cent per 
annum during the grace period and three 
per cent thereafter. 

TRADE WITH ROMANIA 

Contracts for the purchase of ten ships 
from Romania costing about Rs 24 crores 
were signed on October 14, by Mr Anton- 
escu. Director of Industrial Export, Rom¬ 
ania, and the representatives of Shipping 
Corporation of India, the Mogul Line and 
M/s Chougulc Steamship Company. The 
Romanian government has extended credit 
facilities to finance the purcha.se of these 
10 vessels. The universal type bulk curriers, 
as these ships have been designed, will not 
only be suitable for carrying coal on the 
coast, but, if required, will also be ideally 
suited for the transport of various bulk 
cargoes like manganese ore, sulphur, ferti¬ 
lisers, iron and steel, etc. The new vessels 
which are to be delivered between Septem¬ 
ber 1972 and December 1975 will play an 
important role in India’s international sea¬ 
borne trade. 

Since the existing long-term trade and 
payments agreement is due to expire at the 
end of 1970, the Minister of Foreign Trade 
of the Socialist Republic of Romania ex¬ 
tended an invitation to the Minister 
of Foreign Trade and Supply to visit 
Romania some time next year for conclu¬ 
ding a fresh long-term trade and payment 
agreement between the two countries. 
The invitation has been accepted and the 
date and time of the visit will be fixed v/ith 
mutual agreement. An Indo-Romanian 
Trade Protocol for 1970 was .signed on 
October 14. It envisaged a total trade 
turnover during 1970 of ihe order of 
Rs 40 crorcs. The principal items of 
import from Romania into India will be 
increased quantities of agricultural trac¬ 
tors, ships, |iciroleum products, oil pros¬ 
pecting and drilling equipment, casings 
and miscellaneous items of machinery and 
equipment. 

INDO-BULGARIAN CO-OPERATION 

Bulgaria has agreed to supply non* 
ferrous metals and other industrial raw 
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materials under a trade protocol signed 
recently. During 1970 the iwo-’Nvay trade 
turnover is envisaged to be of the order 
of Rs 44 crorcs. In 1968, the turnover 
totalled Rs 11 crores and is expected to 
double this year The (wo countries have 
agreed that efforts should be made to 
identify new avenues of industrial 
co-operation. For this purpose work¬ 
ing groups of experts on both sides will 
meet periodically. A joint statement issued 
at the end of the talks between dele¬ 
gations of the Iw'O governments indicated 
that such co-operation would create a 
basis for a much larger volume of trade 
exchanges in the coming years. 

TRADE WITH CZECHOSLOVAKIA 

A trade delegation from this country 
arrived in Prague on October 17, to discuss 
the 1970-74 trade and payments agreement 
between India and C'/cchoslovakia. The 
delegation* including representatives of the 
ministries of Foreign Trade and Finance 
were to meet representatives of the 
Czechoslovak Ministry for Foreign Trade. 
Czechoslovakia is an important trading 
partner of this country in cast Furepe. 
From Rs 6.3 crorcs in 1953, Indo-C/cch 
trade has risen to Rs 67 crores tn 1968. 

INDO-G.D.R. TRADE 

The one-day seminar on Indo-GDR eco¬ 
nomic co-opcralion was organised under 
the auspices of the All-India Manufactur¬ 
ers’ Organisation and the Indian Council 
of Foreign Trade icccntly in Bombay w ith 
a view to increasing this country’s trade 
with GDR on a reciprocal basis. It recom¬ 
mended, among other things, that a team of 
GDR experts should be taken round in 
India to study their requirements of the 
small-scale industries. 

EXPORTS DURING FIFTH PLAN 

The Ministry of Foreign Trade is draw¬ 
ing up a blue print for exports in the fifth 
Plan through the novel “rolling plans for 
exports." The scheme envisages the pre¬ 
paration of export forecasts for each year 
of the fifth Plan (1974-79) at the end of 
each financial year of the current Plan. 
Thus, at the end of the current year, an 
export plan for different commodities 
would be drawn up for the year 1974-75* 
the first year of the fifth Plan. The scheme 
would enable a detailed export programme 
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for the fifth Plan to emerge automatically. 
While formulating the rolling plans* it is 
being assumed that the government’s pre¬ 
sent export-import policies would conti¬ 
nue. These plans would be in addition to 
the detailed export plans that were being 
drawn up for achieving the export targets 
of 20 products and product groups which 
the ministry has now tentatively fixed for 
the fourth Plan. 

MARITIME BODY MEET 

The sixth biennial assembly session of 
the Inter-Governmental Maritime Con¬ 
sultative Organisation (IMCO) which 
began in London on October 15. proposed 
to consider and adopt a number of amend¬ 
ments to the safely convention which 
governs the safety requirements of most of 
the ships engaged in international trade. It 
also proposed !o discuss the amendments 
to the international Convention for Preven¬ 
tion of Pollution of Sea by Oil. Recom¬ 
mendations relating to the International 
Code of Signals and questions relating 
to training of crew and officers of ships, 
and technical assistance to the developing 
countries arc the other topics to be dis¬ 
cussed in the assembly which is to be in 
session for a fortnight. 

NUCLEAR TURBINES BY H.E.L. 

The Heavy Floctricals factory will soon 
start manufacturing the first nuclear tur¬ 
bine for the Mad»'as atomic power plant. 
The turbines which are very complicated 
were imported for the Tarapur atomic 
power stalitin and the second atomic 
power station of the country coming up 
in Rajasthan. The turbine for the Madras 
atomic power station will be of 233.3 mW 
rating which incidentally will be the largest 
turbine so far installed in this country and 
the height of the last blade will be 
945 mm. The Bhopal factory will make 
the turbine excepting the low' pressure 
rotor and hlade.s The matching generator 
wall be manufactured at the Hardwar 
works of the BHEL. 

ESSO’S INDIANISATION 

Dr Jehangir Sohrabji Cama has taken 
over as Managing Director of the E$so 
Bombay Refinery w ith effect from October 
15, 1969. Fie is the first Indian to hold this 
position. Dr Cama was also the first Indian 
to hold the position of Refinery Manager, 
a position he took over in Jilne 1966. 


Dr Cama’s appointment marks a comply , 
tion of an important phase in the history 
of Indians lirst modem oil refinery. At 
the time of start-up in 1954, the refinery 
had over 60 overseas technicians assisting 
in the operations of the plant and training 
Indian {Personnel. Today, except for one 
overseas employee who is on a rotational 
assignment, the Esso refinery is manned 
entirely by Indian personnel. 

INSURANCE EFFICIENCY 

Mr P. C. Sethi, union Minister for 
Revenue and Expenditure, stated at a 
function organised byHhc Delhi Insurance 
Institute in New Delhi recently that LlC 
premiums could only be reduced if the 
corporation’s cxpiensc ratio w^as curtailed. 
He called upon general insurance com¬ 
panies to give a fair trial to the social 
control which, he added, sought to ensure 
group control* amalgamation of weak 
companies and scientific computation 
of premium rates. « 

INDIAN DIL 

The marketing divisiqn of Indian Oil 
('orporaiion has signed an agreement 
with its employees giving its lowest paid 
workmen a pay increase of 50 per cent. 
The agreement was arrived at through 
collective bargaining and gives 17 percent 
pay increase to the highest paid w^orknicn. 

It will remain in force for three and a half 
years. A bonus of 18 per cent of the 
wages has been declared for 1968-69 and 
a 20 per cent bonus for the next three years 
has been agreed to. 

ZINC SMELTER 

An agreement was signed recently bet¬ 
ween Hindustan Zinc and M/s Krebs- 
Paris, Penarroya and Krebs-India for 
doubling the capacity of the electrolytic 
zinc smelter near Udaipur in Rajasthan. 
The expansion of the projects is expected to 
be completed by about 1973-74. The smelter 
will then have a capacity to produce 36,000 
tonnes of zinc metal, 55,000 tonnes of 
triple super-phosphate and 150 tonnes of 
cadmium per annum. The annual turn¬ 
over is expcctcjto be of the order of Rs 16 
crorcs. Most of the work for the project 
report will be done by Krebs-IndIa, fully 
manned by Indian engineers. The pro¬ 
ject report is expected to be ready in about 
six months. The expansion work of the 
smelter is expected to be ready in about 
another six months. 
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CALCUTTA ELECTRIC SUPPLY 

MR I.A. Macphcrson, Chairman, the 
Calcutta Electric Supply Corporation Ltd, 
reviewed the performance of the com¬ 
pany on the occasion of the annual general 
meeting held recently in London. He 
indicated that there has been an increase 
in the consumption of electric power. If 
there was some reduction in the case of jute 
industry, it was more than offset by im¬ 
proved sales to engineering and chemical 
works and to public waterworks. Sales to 
domestic consumers also increased to a 
significant extent. Revenue receipts during 
the year were around£16.5 million showing 
an increase of £856,000. He added, how¬ 
ever, that there was an increase in expendi¬ 
ture during the year by nearly £2 million. 
The main cause for this increased cost 
was that the company was forced to sub¬ 
stitute imported power for its own econo¬ 
mic generation by certain unscheduled 
outages of prSnt. 

Mr Maepherson indicated that the com¬ 
pany has arranged for the underwriting 
of debenture issue which was opened for 
subscription on October 3, 1969. Issue was 
at par for Rs 7.5 crores. The company, 
he added, might make further issues to 
rank pari passu provided the total amount 
of stock outstanding docs not exceed 50 
per cent of the net aggregate written down 
value of the fixed assets and that the aver¬ 
age combined profits of the company be¬ 
fore depreciation and taxation arcsufllicient 
to cover at least twice the amount of 
one year’s interest on all stocks. The 
stock will be due for repayment on 
January 1, 1980, and each year until 
then the company will transfer to a 
redemption reserve a sum of not less than 
Rs 45 lakhs. The proceeds of this issue will 
be applied towards the repayment of the 
balance outstanding of the company’s 5 per 
cent debenture stock 1970, the loan from 
the State Bank of India and the term loan 
from the Unit Trust of India, the total of 
which will amount at the end of the year 
to nearly £5.2 million. 

The chairman said that the board had 
concluded that the management of the 
company should be transferred to India 
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and the necessary permission of the British 
government for this move had been sought, 
which had been granted. The company 
now would hold an extraordinary general 
meeting towards the end of this month to 
amend the articles of association for this 
purpose. 

HINDUSTAN DOWIDAT TOOLS 

The working results of Hindustan Do- 
widat Tools Ltd, during the year ended 
March 31, 1969, revealed a profit of Rs 

6.27 lakhs. A sum of Rs 3.04 lakhs has 
been provided for depreciation and Rs 

1.27 lakhs for development rebate reserve. 
A net profit of Rs 1.65 lakhs has been earn¬ 
ed by the company out of which a sum 
of Rs t .60 lakhs has been transferred to 
general reserve. In view of the smallness 
of profit the directors considered it advis¬ 
able to pass equity dividend. The sales dur¬ 
ing the year were recorded at Rs 68.91 
lakhs as against Rs 55.15 lakhs during the 
previous year. The company concentrated 
on creating an export market and its export 
earnings increased to Rs 34 lakhs as 
against Rs 16 lakhs in the previous year. In 
other words the company exported nearly 
70 per cent of its total production. The 
company has been able to develop exports 
to all parts of the world including the 
USA, the UK, Europe and the Philippines. 
During the current year production 
has increased further, which is likely 
to bring down the costs. Several new 
items have been added to the existing range 
and production capacity is proposed to be 
expanded. 

JAIPUR UDYOG 

Jaipur Udyog Ltd recorded a profit of 
Rs 74.56 lakhs during the year to March, 
31, 1969, after meeting all expenses of 
operation and after taking credit of tax 
credit certificates and income-tax refund. 
A sum of Rs 61.80 lakhs has been provided 
for depreciation and Rs 2.37 lakhs for taxa¬ 
tion. The directors have proposed to trans¬ 
fer Rs 7.40 lakhs towards development 
rebate reserve and Rs. 2.99 lakhs towards 
general reserve. The annual report for the 
year indicates that the company has spent 
R$ 1.38 crores on capital expenditure bet- 
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ween January 1,1966, and March 31,1969, 
for the cement division and the amount 
standing to the credit of cement expansion 
reserve, however, is only Rs 76.54 lakhs. 
A sum of Rs 22.40 lakhs was transferred 
during 1967-68 from development rebate 
reserve to cement expansion reserve which 
has now been transferred back to develop¬ 
ment rebate reserve and the balance of Rs 
54.14 lakhs has been transferred to general 
reserve. The directors have proposed the 
payment of dividend on ordinary shares 
at the rate of 10 per cent (taxable). In spite 
of the fact that unprecedented rains sub¬ 
merged a large portion of the plant for a 
number of days, the company achieved 
substantially higher production of cement 
over the year before. The director's have 
stated that costs of production in the ce¬ 
ment industry has increased due to various 
factors such as increased railway freights, 
higher price of coal and increased wages. 
Instead of raising the price of cement the 
retention price payable to the company 
was reduced by the government from Rs 
93.50 per tonne to Rs. 90.50 per tonne 
with effect from January 1. The directors, 
Jiowever. have reported that with effect 
from April 16, 1969, the government has 
allowed uniform ex-works retention price 
ofRslOOper tonne which will give 
an increase ofRs9.0per tonne in the 
case of this company. 

Y.S.T. TILLERS TRACTORS 

VST Tillers Tractors Ltd proposes to 
enter the capital market with an issue of 
15,000 equity shares of Rs 100 each and 
15,000(9.5 percent) redeemable cumula¬ 
tive preference shares of Rs 100 each on 
October 28. The issue will close on Novem¬ 
ber 12or earlier at the discretion of the 
directors but not before October 31, 1969, 
The entire issue has been underviTitten. The 
company proposes to construct a factory 
near Bangalore and has received industrial 
licence to manufacture, in collaboration 
with Mitsubishi Heavy Industries Ltd, 
Japan, power tillers, ft will have an annual 
installed capacity of 5,000 iinit.s on three- 
shift basis. 

GLAXO 

Glaxo Laboratories (India) Ltd has 
earned a higher gross profit of Rs5.18 
crores for the year ended June 30, 
1969, as against Rs 3.53 crores 
for the previous year in line with 
an increase in turnover to Rs 24.42 crores 
from Rs 18.28 crores. The directors have 
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proposed a final dividend of eight pier cent 
on equity shares. With an interim divi¬ 
dend ofsix percent, the total distribution 
for the year works out to 14 per cent. The 
company had issued 1,800,000 new shares 
in December, 1968. The company points 
out that the figures for the previous year 
arc not strictly comparable in view of the 
amalgamation of British Drug Houses (In¬ 
dia) Private Ltd with the company from 
July I, 1968. If the sales of BDH in 1967- 
68 are taken into account, the increase in 
turnover works out to 17 i-icr cent. With 
depreciation claiming Rs 41.74 lakhs 
against Rs 31.99 lakhs, the pre-tax profit 
amounts to Rs 4.76 crorcs against Rs 3.21 
crores. Of this, taxation accounts for Rs 
2.83 crorcs, development rebate reserve 
for Rs 3.37 lakhs and general reserve for 
Rs 1.52 crores. The directors have decided 
to call from shareholders a sum of Rs 

7.50 per .share (including a premium of Rs 

2.50 per share) in respect of 1,800,000 
partly-paid equity shares. 

INCHECK TYRES 

The board of directors of Inchcck 
Tyres Ltd has recommended a maiden 
equity dividend of six per cent for the 
year ended June 30, 1969, and payment of 
all arrears of dividend as well as dividend 
for the year ended on the above date for 
the two scries of 9 per cent and 9.5 per 
cent preference shares out of general re¬ 
serve. During the year under review there 
has been further rise in the volume of pro¬ 
duction which reached full capacity by the 
end of the year. Sales have reached the 
level of Rs 12.82 crorcs as against Rs 

8.50 crorcs in the previous year. Gross 
profit before depreciation has risen from 
Rs 66.22 lakhs in 1967-68 to Rs 86.58 
lakhs in 1968-69. After providing 
for larger depreciation lo the extent 
of Rs 30.03 lakhs the net profit 
earned during the year under jcvicw has 
been Rs 56.53 lakhs. A sum of Rs 26.00 
lakhs has been transferred lo development 
rebate reserve and Rs 30.00 lakhs to 
general reserve. 

DCN 

The Delhi Cloth and General Mills Co. 
Ltd, for the year ended June 30, 1969, has 
reported that the production of the Shri- 
ram Fertilisers unit is stabilising after some 
teething troubles. Production levels in Shri- 
ram Vinyls continued to be better. Despite 
the fall in prices of PVC bccaase of the 
excess capacity, production and profits of 


that unit were higher last year, and 
results for the current year are expected to 
be still better. The working results of the 
sugar factories were satisfactory with the 
aerial spraying of the cane crop yielding 
good results. The working of the distillery 
was also good, although the results of 
the confectionery section were affected 
adversely by high prices of free sale sugar 
and the burden of excise duty. The deli- 
censing of the vanaspati industry and the 
simultancoas imposition of a ceiling on 
capacity above 100 tonnes restricted the 
scope for further expansion. The chemical 
unit in Delhi, however, was working in a 
satisfactory manner. The rayon tyre cord 
production had to be curtailed because 
of the reduced offtake by tyre companies, 
but the company is making efforts lo 
export a part of the production and run 
the factory at a higher level of capacity. 
The profits of the textile units remained 
lower because of rising wages and higher 
costs. 

CROMPTON GREAVES 

Crompton Greaves Ltd has announced 
its proposal lo issue bonus shares in the 
ratio of three new shares for every five 
shares held. The board has also proposed 
to maintain equity dividend for the year 
ended June .30, 1969, at 15 per cent. The 
company has revealed a higher gross profit 
of Rs 2.75 crorcs against Rs 2.45 crores 
for the previous year. Tlie improved per- 
Ibrmancc follows a rise in sales from Rs 
17.08 crores to Rs 20.31 crorcs. Depre¬ 
ciation absorbs Rs 34.3 lakhs, develop¬ 
ment rebate reserve Rs 25.3 lakhs and the 
reserve for doubtful debts Rs 1.4 lakhs. 
The balance of Rs 21.4 crores has been 
transferred to the general reserve out of 
which taxes amounting to Rs 98 lakhs and 
the proposed dividend aggregating Rs 44.5 
lakhs will be paid. The proposed bon¬ 
us issue will be made by capitalising the 
whole of the capital reserve amounting to 
Rs 37.9 lakhs and a sum of Rs 142.1 
lakhs from the general reserve. The 180,0(K) 
new equity shares will rank for dividend 
from a date which will be fixed later. 

LICENCES AND LETTERS OF INTENT 

The following licences and letters of 
intent were issued under the Industries 
(Development and Regulation) Act 1951 
during the month ended May 3], 1969. 
The lift contains the names and addresses 
of the licensees, articles of manufacture, 
types of licences, New Undertaking (NU); 


Substantial Expansion (SE); New Article 
(NA); Carry on Business (COB); Shifting 
and annua] installed capacity. 

During the Fortnight ended 
May 17, 1969 

LICENCES ISSUED 

Chemicals 

M/s Excel Industries Ltd ; 184-87^ 
Swami Vivekanand Road, Jogeshwari,. 
Bombay, (Maharashtra)--ethylene dibro¬ 
mide —100 tonnes—(N A) 

Textiles 

M/s Birla Jute Mfg. Co, Ltd ; 15, India 
Exchange Place, Calcutta. (West Bengal)— 
Jute carpet backing cloth — 50 broad- 
looms to produce 2,540 tonnes of carpet 
backing cloth — (SE). 

Sugar 

M/s The Malagaon Sahakari Sakhar 
Karkhana Ltd ; Malagaon Bank (Shiva- 
nagar). Taluk Buramati, Distt. Poona. 
(Maharashtra)— Sugar — Crushing capa¬ 
city of sugarcane increased by 500 tonnes 
per day, (Thus making it a total capacity 
of 2,000 tonnes of sugarcane per day) — 
~<S.E.) 

Cement and gypsum prodhets 
M/s Bramco-Suri (P) Ltd ; 1655, S. P. 
Mukherjee Marg, DeIhi-6. (UP)—^Asbestos 
mechanical packings dry white, graphite, 
non-mctallic, metallic, nabber and asbestos 
—200 tonnes; gasket raw materia], gaske¬ 
ting material—270 tonnes ; — yam cloth 
and tailored products, steam jacketing etc 
—250 tonnes — Total 720 tonnes — (NU) 
I.RTTERS OF INTENT 
Electrical Equipment 
M/s Estrcia Batteries Ltd, P.B. No. 6602, 
Matunga, Bombay. (Maharashtra) — dry 
cells — 60 million Nos — (SF); M/s Vi- 
jender Kumar, 3457, Delhi Gale, P.O. Box 
1179, DeIhi-6. (Haryana) — Dry Cells — 
60 million nos — (NU). 

Machine Tools 

The Managing Director, Hindustan 
Machine Tools Ltd, BangaIore-31. (Andhra 
Pradesh) —Horizontal boring machines, 
vertical boring machines, automat lathes 
and guillotine shears — capacity increased 
from 700 machines to 1,000 machines — 
(NA); The Managing Director, Hindustan 
Machine Tools. (Haryana) — broaching 
machines — 100 nos (NA). 

Rubber Goods 

M/s Goodyear India Ltd; 225-C, Acharya 
Jagdish Bose Road, Calcutta. (Haryana) — 
Automobile tyres and tubes — 87,(XM) nos 
- (SE). 
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CHANGE IN NAMES (Ownm/inidertftkiiigs) 
(Information pertains to particular licences 
only) 

From J. B. Advuni Oerlikon Elecirodcs 
Private Ltd, to Advani Oerlikon Private Ltd. 
LICENCES REVOKED/SURRENDERED 
(Information pertains to particular licences 
only) 

Chandra Textiles (P) Ltd—cotton yam; 
Glaxo Laboratories, (India) Ltd,—livogen 
fortified; Bengal National Textiles Mills 
Ltd.,—woollen yam. 

During the Fortnight ended 
May 31, 1969 

LICENCES ISSUED 

Metallurgical Industries 

M/s Hindustan Steel Ltd; Bhilai Steel 
Plant, Bhilai (Madhya Pradesh) Pig Iron 
—2361,000 tonnes (3410.000 tonnes); 
Granulated slag~(950 tonnes); Bye 
product (ajnmonium sulphate)— 52.1 
tonnes (52.1 tonnes); Pressed naptha- 
lene—5.2 tonnes (5.2 tonnes)^ Crude 
anthracane (Centrifugal)—2.48 (2.48 ton¬ 
nes); Crude phenols—1.325 per cent 
(1.325 tonnes); (100 per cent crude 
phenol); Phenol oil—1.24 tonnes (1.24 
tonnes); Nepthalancc oil—1.9 tonnes 
(1.9 tonnes); .Coal tar for mould coating 
and for preparation of refractory masses— 
0.3 tonnes (inlernal use); Varnish for 
moulds 0.2 tonne (internal use); Com¬ 
bustible mixture—32.2 tonnes (internal 
use); Road tar—71.3 tonnes (7J .3 tonnes); 
Absorbent oil—Not indicated (internal use) 
Pure benzol’--23.49 tonnes (23.49 tonnes); 
Pure tolune—4.06 tonnes (4.06 tonnes); 
Xylene—0.680 tonne (0.680 tonne); Sol¬ 
vents- 1.02 tonnes (1.02 tonnes); Motor 
fuels; Still rcsivuo; Solvent napthe; 
Regenerated sulphate acid (40 per 
cent)—4.5 tonnes (internal use)—(SE). 
Note : The figures outside the brackets 
give the present capacity while the figures 
within brackets indicate the capacity per 
annum after expansion. 

Shri L. P, Goenka, Industrial Strip and 
Strapings Ltd 183/1, Dharamtolla Street, 
Calcutta-13, (W. Bengal)--cooled rolled 
strips 3000 tonnes; Boxc strapping—3000 
tonnes—(NU). 

Electrical Equipment 
M/s Phillips India Ltd; 7, Jastice Chandra 
Madhab Road, Calcutta-20, (Mahara¬ 
shtra--krypton miners* safety lamps 
(bulbs)—10,00,000 nos. (on maximum uti¬ 
lisation of plant and machinery) (NA). 
Telecommunications 

M/s Phillips India Ltd, 7, Justice 


Chandra Madhab Road, Calcutta-20. 
(West Bengal)—-Record players—30,000 
nos.—(NA). 

Industrial Machinery 

M/s Industrial Sc Agricultural Engg. Co. 
(Bombay) Pvt. Ltd; Bombay-Agra Road, 
Bhandup, Bombay-78 NB. (Mahara¬ 
shtra)—water treatment plants—worth Rs 
30 lakhs—(SE). 

Mech. Sl Engg. Industries 
M/s Standards & Traditional Product 
(Pvt.) Ltd, Sheri House, Cawasjee Patel 
Street, Bombay-l. (Maharashtra)—glass 
fibre re-inforced plastic products such as: 
large water pipelines; drainage pipes; 
pressure boilers: silos; big si/e of tanks for 
transportation of liquids; isolators for 
electric application; poles for lighting 
cities, telephone and telegraph, rail road 
poles; pressure cylinders etc; oil and gas 
pipcs^ capacity 3,300 tonncs~(NU). 
Chemicals 

M/s Saurashtra Chemicals, (Prop. 
Jiyajeerao Cotton Mills Ltd), P. O. 
Porba nda r, Bi rJasaga r, Porbanda r-2. 
(Gujarat)—soda ash—36,000 tonnes (SE) 
(Cap. after expansion 168,000 tonnes) 
—(SE). 

Drugs and Pharmaceuticals 
M/s Unichem Laboratories Ltd, S. V. 
Road, Jogeshwari, Bombay-60. WB. 
(Maharashtra)—Megliunine diatrizoatc In¬ 
jection 60 i^cr cent- 25 ml. 96,000 
ampoules Meglumine iodipomidc Injection 
52 per cent - 20 ml. 36,(X)0 ampoules: 
Tc-dehydro-17-1 Methyl Testosterone 
(Dianabol).—15 kgs.; Tablets—each tablet 
containing 5 mg.—30 lakh tablets;19-Nor- 
steroides; Basic inateriaKs—Mestranol— 
1.5 kgs.; Ethynodioldiacitatc—15 0 kgs. 
Ethinyl Estradiol—10.0 kgs; Norethan- 
drolone (Durobolin)—1.5 kgs.; Formula¬ 
tions (Finished products) : Tablets of 
Mestrenol and Eihyinodil Diocetate — 
50,00,000 tablets.: Norethandrolonc 
(Durabolin) Injection—75,000 ampoules— 
(NA); M/s Ranbaxy Laboratories Ltd; 
Okhla.New DcIhi-20. (Delhi)—Aspap tab¬ 
lets—300 lakhs; Aspap syrup (60 ml) -3.2 
lakhs (in bottles); Asthicort tablets— 50 
lakhs; Cherricoff syrup—50 ml—3 lakhs; 
90 ml—1.5 lakhs; 500 ml--50,000 (in 
bottles); Caimpose tablets—50 lakhs; chlo- 
rtab tablets—50 lakhs; colarest tablets- - 
—50 lakhs; cramolin ointment (10 gm tube) 
—1 lakh tubes; cyclocctine drops (10 mi)— 
50,000 bottles; filarban syrup—50 ml. 2 
lakhs in 500 ml. 40,000) in bottles; filarban 
syrup—50 ml.; kaopcctolin syrup— 

50 ml. 2 lakhs in bottles; 500 mI-40000 


in bottles; multialax tablets—50 lakhs; 
NTB tablets—50 lakhs; NT forte 
tablets—50 lakhs; Ocit drops (10ml.) 
—10 per cent—2 lakhs; 20 per cent 
—2 lakhs; 30 per cent—2 lakhs; Rancycline 
p. drops—5 ml—2 lakhs; 10 ml.—I lakh; 
Rancycline-Ve capsules—20 lakhs; Ran- 
phcnicol-C capsulc.s-112 lakhs; Ranphe- 
nicol ointment 5 per cent (3.5 gm tube)— 
70,000 lubes; Ranguel tablets (200 mg) 
25 lakhs; Rangucl-BZ tablets (400 mg)— 
50 lakhs: in Ranstrepcol .syrup—32 ml'—2 
lakhs in bottles; 50ml—2 lakhs in bottles; 
Ronalgin tablets (500 mgl—100 lakhs; 
Analgin tablets (500 mg)—1(K) lakhs; 
Ranferon-12 capsules—100 lakhs capsules; 
RancycJinc-HC ointment I per cent (tube 
of3.5gm)- 5 lakh tubes (NA). 

Textiles 

M/s Jagdamba Fabrics, Weaving Works, 
Peru Baug, Cioregao East, Bombay-63. 
(Maharasthra)- 26 power looms for the 
manufacture of art silk fabrics-(COB); 

M/s Mcgna Mills Co. Ltd; 16, Strand 
Road, Culculta-I. (West Bengal)—jute 
carpet backing cloth—100 broad looms 
to produce 5080 tonnes of carpet backing 
cloth—(SE); M/s Hukumchand Jute Mills 
Ltd; 9, Brabourne Road, Calcutta. (West 
Bengal)—-jute carpet backing cloth—25 
broad looms to produce 1270 tonnes of 
carpet backing cloth—(SE); M/s Empire 
Jute Co. Ltd; McLeod House, 3, Nelaji 
Subhas Road, Calcutta-1. (West Bengal)— 
jute carpet backing cloth—100 broad looms 
to produce 5,080 tonnes of carpet backing 
cloth-(SE). 

LETFERS OF INTENT 
Electrical Equipment 

Shri P. Obul Reddy, No. 11, Subha Rao 
Avenue, Madras-6. (Andhra Pradesh)— 
dry cells—60 million nos —(NU); M/s 
G.E.C. of India (P) Ltd; Magnet House, 
Chittaranjan Avenue, Calcutla-13. (West 
BengalV-plated circuits—2,16,000 nos— 
(NA); M/s Industrial Cables Ltd; National 
Insurance Bldg; Parliament Street, New- 
Dclhi. (Punjab)—Super tension cables 
33-132 KV ”(NU): M/s Permanent Mag¬ 
nets Ltd, Sylvester Bldg; 20, Old Custom 
House Road, Bombay-1. (Maharashtra)— 
cast alloy permanent magnets—60 tonnes 
(SE). 

Telecommunications 

M/s Tcicfunkcn India Ltd, G-4, N.D.S.E. 
-I, New DeIhi-3. (Haryana)--radio recei¬ 
vers—180,000 nos (capacity after expan¬ 
sion 3,00,000 nos>-(SE); M/s Phillips India 
Ltd; 53, Jorbagh, New Delhi-3. (Mahara¬ 
shtra)— tape recorders—20,000 nos—(NA); 
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M/s J. K. Industries, 7, Council House 
Street, Calcutta-1. (Haryana)—connec¬ 
tors—10 lakh pairs; relays —I lakh 
pairs—(NU);, M/s Miilchandani Hlcctrical 
& Radio Industries Ltd; Sukh Sagar, 
Sandhurst Bridge, Hughes Road, Bombay-7 
(MaharashtraVradio rcccivers-4 lakh nos 
(capacity after expansion 7 lakh nos—(SH); 
M/s Mun-ihy India Ltd; Dr. Shirodkar 
Road, Parcl, Bombay-12. (Maharashtra) 
—radio receivers—5 lakh nos (cap. after 
expansion 7 lakh nos)—(SE;) M/s Phillips 
India Ltd; 53, Jorbagh. New Dclhi-3. 
(Maharashtra) radio receivers—3.70 lakh 
nos (cap. after expansion 7 lakh nos)— 
(SE) . 

Industrial Machinery 

Turner, Hoarc & Co. Ltd; WavcII 
House, 15, Graham Road, Ballard Estate, 
Bombay-1. (Maharasthra) -hori/ontal and 
vertical Super D. C'antcr Centrifuge— 
-^Annual capacity worth Rs 19.50 lakhs 
—(NA). 

Chemicals 

M/s Kothari Plantations & Industries 
Ltd, Bombay Life Bldg. N-78, Connaught 
Circus, New Delhi-1. (Uttar Pradesh)— 
nitric acid—(>.6(K) tonnes -(NU); Ferti¬ 
lizers & ChemicalsTravancorc Ltd; Udyog 
mandal P.O. Kerala State. (Kerala Slate) 
synthetic cryolite 1.650 tonnes, —(NA); 
The Managing Director, M/s Assam Indus¬ 
trial Development C’orporation Ltd; 26-A, 
Cantonmc.it G. S. Road, Shillong-2. 
(Assam)-methanol—7,000 tonnes; Form¬ 
alin— 12,000 tonnes non-concent rated glue 
(50 per cent)—12,000 tonnes: Concen¬ 
trated glue (75 per cent)—13,000 tonnes 
UF moulding powder—l,(K)0 tonnes PVC 
processed goods--6,000 tonnes (NU). 

Drugs and Pharmaceuticals 

M/s Alkali &C hemicals Corpn. of India 
Ltd; I.C.I. House, 34, Chouringhee, Cal¬ 
cutta-16. (Madras)—mysoline (Primidone) 
--(NU). 

Textiles 

M/s Budge Budge Amalgamated Mills 
Ltd. 8, Clive Row, PB. No. 150 ('al- 
cutla-1. (West Bengal)—carpet backing 
cloth—160 broadlooms with a manufac¬ 
turing capacity of 8,138 tonnes (SE). 

Plastic Moulted Goods 

M/s Kilachand Devchand & Co. Pvt. 
Ltd, 7-.lainshcd ji Tata Road, Churchgatc 
Reclamation, Bombay. (Mahara.shtra) — 
foam paper 180 tonnes; expanded board 
—120 tonnes; mira core 60 tonnes (NU) 

Sugar 

Shri Gangndhar Patel, Chief Promoter, 
Proposed: Parsoda Vailjapur Taluk Co¬ 
operative Sugar Factory, C/o Panchayat 
Samiii Karyalya, Post Viajapur. Taluk 
Viajapiir, Dis^t. Aurangabad, Maharash¬ 
tra. (Maharasthra) -sugar cane crushing 
capacity 1250 tonnes per day—(NU); Shri 
Balasahcb Pavvar, Chief Promoter; Pro¬ 
posed. Kannad Taluka Co-operative 
Sugar Factory, Kannad, Taluka Kunnad, 
Distt: Aurangabad (Maharashtra). 


(Maharasthra) — Sugar — cane crushing 
capacity—1250 tonnes per day—(NU). 

Chief Promoter: The Sidheshwar Co¬ 
operative Sugar Factory Ltd, Besmath- 
nagar, Distt. Parbhani. (Maharasthra)— 
Sugar —canc crushing capacity of 1,250 
tonnes per day -(NU); Shri M. S. Anikar, 
Chief Promoter, Sidheswar Sahakari 
Sakar Karkhana, Siloo, Distt. Auranga¬ 
bad; Maharashtra Sugar—Cane crushing 
capacity of 1,250 tonnes per day (NU); 
M/s Gudauri Sugar Mills Ltd; Fazaibhoy 
Bldg; Mahatma Gandhi Road, Fort, 
Bombay. (Mysore)—sugar,--canc crushing 
capacity of 2,5(K) tonnes per day (NU); 
Shri S, V. Deshmukh, Chief Promoter, 
Shri Jeejamata Shetkari Sahakari Sakhar 
Kurkhana Lid; Sindkhed Raja, Taluk 
Mehkar, Distt. Baldana. (Maharashtra)— 
sugar -cane crushing capacity of 1250 
tonnes per day—(NU); Shri Danyanoharao 
Nanddeorao Pali 1, c/o Bhir Distt. Central 
Cooperative BankLtd; Bhir (Maharashtra) 
sugar cane crushing capacity of 1250 
tonnes per day (NU); Shri G. K. Patel, 
Chief Promoter, Shri Sardar Volabhai 
Patel, Khand Udyog Sahakari Mandil 
Ltd; Supedi Taluk Dhoraji, Distt. Rajkot 
(Gujarat)—sugar—cane crushing capacity 
1,250 tonnes per day—(NU); Shri D. M. 
Patel, Chief Promoter. Shri Amrcii Krishi 
Udyogik Sahakari Mandli Ltd; Jubilee 
Dharamshala Bldg; Ainreli (Gujarat)— 
sugar cane crushing capacity of 1,250 
tonnes per day(NU); Shri M. B. Kadadi, 
Chief Promoter, The proposed Co-opera¬ 
tive Sugar Factory, 147, Railway Lines, 
Distt. Sholapur. (Maharashtra) sugar— 
canc crushing capacity of 1,250 tonnes 
per day—(NU); Shri Khedut Sahakari 
Khand Udyog Mandli Ltd P.O. Bardoli, 
Dist. Surat. (Gujarat)—sugar -cane crush¬ 
ing capacity of 1,250 tonnes per day — 
(NU); Chief Promotor: Proposed : Marath- 
wada Co-operative Sugar Factory Ltd; 
Post. Dongarkada, Taluk Kalamnuri; 
Distt. Parbhani. (Maharasthra)—sugar— 
cane crushing capacity of 1,250 tonnes per 
day (NU); M/s Kothari & Sons, Orien¬ 
tal Building; Armenian Street, Madras- 
(Mysore)- Sugar -cane crushing capacity 
of 1,500 tons per day (NU); Shri S. G. 
Maknikar, Chief Promotor, Proposed: 
Killari Shetkari Sahakari Sakhcr-Karkhana 
Ltd; Killari, Distt. Osmanabad, (Maha¬ 
rashtra) -sugar—cane crushing capacity 
1,250 tonnes per day - -<NU) 

Shri Shelalganga Khand Udyog Khedat 
Sahakari Mandli Ltd., c/o Talaja Taluk 
Co-operative Marketing Society Ltd; 
1'alaja, Distt. Bhavnagar, (Gujarat)—sugar 
-canc crushing capacity of 1,250 tonnes 
per day—<NU); Shri Rajendra R. Raya, 
Advocate: Para Bazar, Rajkot, (Promolor 
Talala Mahal Sahakari Khand Utpadak 
Mandali Ltd. (Gujarat).—sugar-cane 
crashing capacity of 1,250 tonnes 
|icr day—NU; Shri Jethamalji Maheshwari, 
MLC; Chief Promotor. Proposed Pusad 
Taluka Sahakari Sukhar Karkhana Ltd. 
Umarkhad, Distt. Ycotmal. (Maharasthra) 
—sugar —canc-crushing capacity of 1,250 


tonnes per day—(NU); Shri Y. B. Patif, 
Parlakar, President, Zilla Parishad, Satara» 
Chief Promotor; The Sahyadri Co-opera¬ 
tive Sugar Factory Shirwada, Taluk 
Karad, Distt. Satara, (Maharashtra)— 
sugar—cane crushing capacity of 1,250 
tonnes per day—(NU) 

Fermentation industries 

M/s Sahu Brothers (Saurashtra) Pvt. 
Ltd; Nirmal, 3rd Floor, 241, Back bay 
Rclcamation, Nariman Point, Bombay-1 
(Andhra Pradesh)—wine—6,00,000 bottles 
each bottle of 0.75/80 litre- (NU). 

Food Processing Indastries 
M/s Glaxo Laboratories (India) Ltd. 
Dr. Annie Besant Road, Worli, Bombay-18 
W.B. (Uttar Pradesh)—milk food for 
infants—700 tonnes. Capacity after ex¬ 
pansion f3,200 tonne?) (SE) 

CHANGE IN NAMES (Owners/under- 
takiiigs) (Information pertains to particular 
licences only) 

From M/s Gagaibhai Jute Mills, to 
Gagaibhai Jiite Mills, Division of Mafat- 
lal Gagaibhai & Co. (P) Ltd.; from 
Lcincr-Knit Galatinc Co. Ltd. to Shaw 
l.ciner Ltd; from Bombay Steel Rolling 
Mills Ltd. to K. R. Steel union Privatc^Ltd.; 
from J. B. Advani-Oerlikon Electrode!{*(P) 
Ltd. to Advani-Oerliken Private Ltd.; 
from J. K. Steel Ltd. to J. K. Steel & 
Industries Ltd; from M/s The National 
Fireworks Factory to Irjiperial Explosives 
Ltd: from M/s Chowgule Textiles mills 
Ltd. to M/s Chowgule & Co. (P) Ltd. 

LICENCES REVOKED/SURRENDERED 

(Information pertains to particular licences 
only) 

M/s The Bengal National Texiilc Mills 
Ltd; Calcutta.—woollen yarn.; M/s 
Bhavani Mills Ltd; 47. Race Course, 
Post Box No. 1376, CoiFnbatore-I8. 
(Madras State) - cotton yarn.; 
M/s Shrcc Gopal Industries Ltd; 
Kota Junction, (Rajasthan State) — 
cotton yarn.; M/s Electro Wires, Bombay, 
VIR and CTS wires and insultaicd cables. 
M/s Sri Sathyunarayana Spinning & 
Weaving Mills Ltd, Coimbatore. (Madras 
State)-cotton yam; M/s Pudukottah 
Textile Mills Ltd, Madurai. (Madras) 
cotton yam.; Shri Ranadcb Choudhuri, 
Calcutta, (West Bengal)—plastic extruding; 
machine; M/s Oswal Textile and General 
Mills Ltd; Ludhiana. (Punjab)—cotton 
yam; M/s Far Ea.siern Agencies Ltd; 
Calcutta, (West Bengal)-cotton yam; 
M/s Maheshwari Khetan Sugar Mills (P) 
Ltd, Ramkola, Distt. Deoria, (UP)— 
sugar; M/s Excel Industries Ltd; Bombay— 
ethylene di-chloride and carbon tetrachlo¬ 
ride; M/s Pfizer limited, Bombay—baci¬ 
tracin; M/s Indo French Suedes Ltd; 
Bombay--sueduc; M/s Glaxo Laboratories 
(India) Ltd, Bombay- batanovafe N- 
lotion; M/s General Cables Ltd; Calcutta— 
paper insulated power cables; Shri D. N. 
Bhowmick c/o M/s Indo Hungarian Elec¬ 
tricals (I) Ltd.. Jadavpur—GLS lamps, 
fl. tamps and glass shells. 
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RECORDS AND STATISTICS 

INDIA’S INTERNATIONAL INVESTMENT POSITION 


INDIA’S international investment position in 1965-66 and 
1966-67 has been dealt with in the August issue of the Reserve Bank 
of India bulletin. Extracts from the article are reproduced 
below: 

With the depletion of the sterling assets built up during the 
second world war, on the one hand, and large-scale assistance 
received from abroad for economic development, on the other, 
India has increasingly shown a net debtor position in regard 
to international investments since about the beginning of the 
second Plan. The net cxtenial indebtedness of the country rose 
by Rs 562 crorcs in 1965-66 to Rs 3853 crorcs in March 1966 and 
by a further Rs 952 crorcs in 1966-67 to Rs 4805 crorcs in March 
1967. This net addition of Rs 1514 crorcs was nearly 50 per cent 
larger than in the two previous years 1963-64 and 1964-65 (Rs 1046 
crores) and was the result of a net inflow of Rs 1274 crorcs into 
the official sector (Rs 473 crorcs in 1965-66 and Rs 801 crorcs 
in 1966-67). and of Rs 240 crorcs into the non-official seclor 
(Rs 89 crorcs and Rs 151 crorcs, respectively). 

External Liabilities 

Tlie country’s gross external liabilities, at Rs 5587 crores as 
at the end of March 1967 went up by about Rs 1557 crorcs over 
the two-year pe-riod under review (Rs 620 crores in 1965-66 and 
Rs 937 crores in 1966-67). As has been mentioned above, the 
bulk of the increase in liabilities was on account of the official 
sector (Rs 554 crorcs in 1965-66 and Rs 768 crores in 1966-07). 
Most of the increase in 1965-66 and the whole of it in 1966-67 
was due to borrowings abroad (net of repayments). Excluding 
net drawings on the IMF as well as PL-480 assistance, the external 
loans, net of repayments, amounted to Rs 372 crores in 1965-66 
and Rs 408 crores in 1966-67. 

The liabilities of the private sector, representing the out¬ 
standing foreign direct and portfolio investments, increased by 
Rs 74 crores in 1965-66 and Rs 161 crorcs in 1966-67. The bulk 
of the increase was due to loans and suppliers’ credits (Rs 50 
crores in 1965-66 ami Rs 133 crorcs in 1966-67). Portfolio equity 
investments were small. Direct equity inflow and retained earnings 
in rupee companies declined during the period. Branches sho^^ed 
a net transfer of funds in both the years, the transfer in the second 
year being smaller than in the first. Total direct investments 
were, therefore, at a relatively low level of Rs 22 crorcs in each of 
the two years. 

Industry-wise, the bulk of the total net inflow of foreign 
investments (both direct and portfolio) in the private sector went 
into manufacturing (Rs 56 crorcs in 1965-66 and Rs 95 crorcs in 
1966-67) and services (Rs 28 crorcs in 1965-66 and Rs 79 crores 
in 1966-67) as large amounts of equity and creditor capital have 
been attracted by industries engaged in these activities. Promi¬ 
nent among the manufacturing industries which attracted foreign 
capital on a large-scale were chemicals and allied products, trans¬ 
port equipment ‘ and electrical goods and machinery; among 


services, transport (mainly shipping and aviation) and utilities 
predominated. 

Country'-wise, about 60 per cent of the total net inflow (direct 
and portfolio combined) in each year was from the USA and the 
UK. The USA accounted for 44 per cent and the UK for 14 
per cent in 1965-66; their respective shares in 1066-67 were 39 
per cent and 22 per cent. The balance of the total net inflow 
was spread over several countries, prominent among them being 
West Germany (10 per cent in 1965-66 and 14 per cent in 1966-67). 
The net inflow fron> international institutions was about one 
percent in 1965-66. In the following year there was in fact a 
net repayment. 

The country's external assets increased by a small amount 
(Rs 43 crorcs) during the two years to Rs 782 crores at the end of 
March 1967. As much as Rs 30 crorcs of the increase in the 
assets represented net accretion to the country’s reserves (excluding 
gold holdings) while the balance accounted for the net change in 
the other assets of the oflicial and non-official sectors. The net 
addition to the reserves during the two-year period was due to net 
drawings (Rs 76 crorcs) on the IMF; but for these drawings the 
reserves w’ould have declined during the period. 

Net external indebtedness of the official sector raised its share 
in the total net indebtedness of the country from 71 per cent in 
March 1965 to 73 per cent in March 1966 and to 75 per cent in 
March 1967. The net indebtedness of the non-official sector 
also increased in absolute tenns though its relative share fell during 
each of the two years. 

The sector-wise position during 1965-66 and 1966-67 is 
reviewed below in detail. 

Official Sector 

Gross liabilities of the official sector rose by Rs 554 crores 
in 1965-66 and by Rs 768 crorcs in 1966-67. The bulk of the 
increase in total liabilities in each of the two years was by way 
of a rise in drawings, net of amortisation payments, on forcigh 
loans obtained from various countries under the external assis¬ 
tance programme; these amounted lo Rs 452 crores in 1965-66 
and to Rs 752 crorcs in 1966-67. The large utilisation reflected 
the shift in the emphasis from project to non-project assistance 
from the Consortium countries. In addition to these drawings 
on the various lines of external credit, there were net drawings 
on the IMF to the lunc of Rs 30 crores and Rs 46 ciores during 
the two years respectively. 

Other liabilities declined in 1966-67 as against an increase 
in 1965-66. The increase of Rs 72 crores in 1965-66 was 
mainly due lo a rise in the liabilities arising out of PL 480 
transactions. The decline of about Rs 30 crorcs in 1966-67 
was wholly due to a fall in PL 480 balances, which more than 
otTset the increase in other categories of liabilities. To the extent 
the fall in PL 480 balances was on account of disbursements by 
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way of loans it would be oflset, it may be noted, by a correspond¬ 
ing increase in loans. 

Gross assets of the official sector increased by Rs 82 crorcs in 
1965-66 but fell by Rs 33 crores in 1966-67. Both the rise and the 
fall were mostly on account of changes in the country’s foreign 
exchange reserve*. Although the overall payments situation 
continued to be difficult, reserves rose by Rs 66 crores in 1965-66, 
owing partly as mentioned earlier, to a net drawing on the IMF 
(Rs 30 crores) and partly to other contributory factors such as 
receipts under the National Defence Remittance Scheme. With 
the cessation of the flow under this scheme after its tennination 
in May 1966, the dislocation in export trade in the initial stages 
following the devaluation of the rupee, and larger payments for 
imports out of free foreign exchange resources, the external 
payments position turned critical in 1966-67 resulting in a net 
draft of Rs 37 crorcs on reserves. The fall in reserves would 
have been larger during the year but for the net assistance from 
the IMF (Rs 46 crores). 

Other assets of the official sector showed only small rises of 
Rs 16 crores and Rs 3 crorcs respectively during the two years. 
The increase in 1965-66 was wholly due to India’s additional 
gold subscription to the IMF (Rs 18 crorcs) consequent upon the 
general increase in members’ quotas while in 1966-67 it was mainly 
due to the .subscription to the Asian Development Bank (Rs 7 
crorcs). 

Country-wise, more than one-half of the total external liabilities 
of the official sector of Rs 4212 crorcs at the end of March J967 
was to the USA (Rs 2305 crores or 55 per cent). The balance was 
mainly on account of international financial institutions (Rs 757 
crorcs or 18 per cent), the UK (Rs 333 crores or 8 per cent), the 
USSR (Rs 274 crores or 7 per cent). West Germany (Rs 241 crorcs 
or 6 per cent) and Japan (Rs 113 crorcs or 3 per cent). 

About one-half of the total official exteinal assets of Rs 594 
crores as at the end of March 1967 represented the claims on 
Pakistan under the Partition DcblfRs 300 crorcs): sterling and 
dollar holdings held in the UK and the USA accounted for about 
a fifth and the bulk of the balance represented capital subscribed 
to the international institutions (22 per cent). 

Privat* Sector 

Owing to the continued inflow of foreign investments, the net 
debtor position of the private sector increased by Rs 97 crores in 
1965-66 and further by Rs 152 crorcs in the subsequent year, 
bringing the total net external indebtedness of this sector to Rs 1,111 
crores as at the end of March 1967. 

Gross liabilities of this sector increased by Rs 234 crorcs 
during the two years together, while its total assets showed a 
decline of Rs 15 crorcs. The change in assets during the two 
years was on short-term account, mainly reflecting the move¬ 
ments in outstanding export bills which signified short-term 
trade credits extended by Indian exporters. The external liabilities 
of the private .sector were almost wholly long-term and conse¬ 
quently the increase in these liabilities accounted for the bulk of 
the change during the two years; short-term liabilities, comprising 
largely company account balances, were small. 

Long-term liabilities, which represented outstanding foreign 
business inveslmcnfs increased from Rs 995 crorcs in March 1965 


to Rs 1070 crores in March 1966 and further ib Rs 1231 crores 
in March 1967. The whole of the increase in investments 
witnessed during the two years under review, was due to rupee 
companies, since branches in fact reduced their investments 
during the period. The share of the rupee companies in the total 
outstanding investments in this sector, therefore, increased from 
74 per cent in March 1965 to 77 per cent in March 1966 and 
fiu-ther to 80 per cent in March 1967. 

The category-wise composition of investments revealed that, 
direct investments, at Rs 655 crores in March 1967,* accounted 
for 53 per cent of the total outstanding foreign investment in the 
private sector as against 59 per cent in March 1966 and 61 per cent 
in March 1965. The fall in the relative share of direct investments 
was due to a more rapid rise in portfolio investments during the 
period. This rise in portfolio investments in turn stemmed 
from creditor capital obtained by the rupee companies which, 
at around Rs 513 crores In March 1967, accounted for 42 per cent 
of total investments as compared to 33 per cent in March 1965. 

Foreign Invostmont 

Longt-tcrni foreign busine.ss investments in the private sector 
went up by Rs 74 crores in 1965-66 and by an even larger amount 
(Rs 161 crores) in 1966-67. This was the result of a gross inflow 
of Rs 119 crorcs and Rs 232 crores, offset partly by an ou^low 
of Rs 45 crores and Rs 71 crores, respectively, in the two years. 

As before, the inflow during the two years was mostly on 
account of portfolio investments by way of utilisation of loans 
and suppliers credits; the share of the.se two types of finance to 
the total increased from 68 per cent in 1964-65 to 79 per cent in 
1965-66 and further to 87 per cent in 1966-67. The share of 
direct investments declined correspondingly during the period. 
Share capital inflow, both direct and portfolio put together, 
amounted to about Rs 17 crores In each of the two years. Of this, 
as much as about Rs 13 crores in each of the two years was in the 
form of shares issued to non-residents in lieu of plant/machinery/ 
equipment, technical know-how, etc. supplied by them, the balance 
represented the cash inflow. Nearly the whole of the outflow 
was due to repayments of creditor capital. 

There was a deterioration in net inflow of foreign direct invest¬ 
ments. These nearly halved to Rs 22 crores in 1965-66 as com¬ 
pared with the previous year and continued around the same 
level in 1966-67. The deterioration in 1965-66 was mostly due to 
a fall in fresh capital coming in which dropped steeply from 
Rs 23 crores in 1964-65 to Rs 3 crores in 1965-66. More than 
half the decline in the fresh inflow represented net disinvestment 
in branches which transferred funds to their head offices to the 
extent of Rs 11 crores in 1965-66 as against an inflow of Rs 2 crorcs 
in 1964-65. The disinvestment was mainly in petroleum and 
plantations industries. 

The fall in foreign direct investments was accentuated by a 
reduction of about Rs 7 crores in 1965-66 in the fresh inflow 
equity share capital into rupee companies. The decline continued 
in 1966-67, the inflow coming down further by Rs 5 crores to 
Rs 10 crores. Branches continued to disinvcsl although on a 
smaller scale than previously. 

The small reduction of about Rs 2 crores retained earnings 
in rupee companies in 1965-66 as compared with the previous 
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year was due to a special circumstance. A sum of about Rs 7 
crores, which represented a transfer of excess depreciation provi* 
sion to free reserves was included under retained earnings during 
1964-65. If allowance is made for this special item, retained 
earnings on a comparable basis would show a rise in 1965-66 
over 1964-65. Although total earnings continued to be more 
or less of the same order during 1966-67 as in the previous year, 
dividends distributed were at a higher level (61 per cent as com¬ 
pared to 53 per cent in the previous year) and as a result, 
retained earnings showed a fall in 1966-67. 

Considered industry by industry, there was a rise in the retained 
earnings of the manufacturing industries during the two years 
under review, which was more than offset by a fall in other sectors, 
notably in the petroleum industry. Even after making allowance 
for the transfer, mentioned above, of the excess depreciation 
provision to free reserves which was reckoned in 1964-65 in 
respect of the petroleum industry, total retained earnings in this 
industry slumped in 1965-66 and turned negative in 1966-67 
indicating a withdrawal from reserves. Apart from the petroleum 
industry, the services sector also contributed to the fall in 
retained earnings in 1966-67 since they distributed almost all 
their earnings during the year. 

Direct Investments 

A brief mention may be made here of the total direct investment 
income inclusive of profits of branches. Total net earnings 
accruing to non-residents declined from Rs 54 crorcs in 1964-65 
to Rs 51 crores in 1965-66 and further to Rs 44 crorcs in 1966-67. 

The bulk of the portfolio investments during the two years 
under review, as has already been mentioned, was by way of 
foreign loans and suppliers’ credits, with the former predomina¬ 
ting, even though the share of the latter has gone up over the period. 
Loans represented borrowings abroad by rupee companies cither 
from parent companies or from financial or other agencies for 
purposes of imports, while the suppliers* credits represented the 
liability incurred by rupee companies for imports on a deferred 
payment basis. 

Gross inflow by way of loans and suppliers’ credit in 1965-66 
was more or less aroutwl the same level of Rs 95 crores as in the 
previous year. It increased substantially to Rs 203 crorcs in 
1966-67. After taking into account repayments of loans/crcdits 
to the extent of Rs 45 crores in the first year and Rs 70 crores 
in the next year, the net inflow of creditor capital amounted to 
Rs 50 crorcs in 1965-66 and Rs 133 crores in 1966-67. Most of 
the suppliers’ credits were from foreign private sources, while 
foreign official loans continued to account for a larger share of 
the total loans. More than 60 per cent of the official loans during 
the two years wa.« from the USAID and Eximbank; these loans 
nearly doubled in 1966-67 over the previous year. The balance 
of the official loans was chiefly accounted intemationa! institu¬ 
tions such as the IBRD and IFC, and official credit agencies like 
the German Kreditanstalt. 

Total net portfolio investment during the two years, taking 
into account a small net inflow of equity share capital of Rs 2 
crores in 1965-66 and Rs 6 crores in 1966-67 may be placed around 
Rs 52 crores and Rs 139 crores, respectively. As a result, the 
outstanding foreign portfolio investments in the private sector 
moved up substantially from Rs 385 crores in March 1965 to Rs 576 


crores in March 1967. More than one half of the total portfolio 
investment liability as at the end of March 1965 and 1967 (about 
56 per cent of Rs 220 crores and Rs 325 crores respectively) was 
owed to foreign private parties. 

A country-wise break up of the total outstanding foreign 
investment in the private sector in India revealed that the UK 
still continued to be the single major investor, though, its share 
declined from 54 per cent in March 1965 to 48 per cent in March 
1967. The fall was due to low level of private direct and port¬ 
folio investments during the two years as compared to the inflow 
from other countries. The net inflow from the UK as between 
the two years, increased significantly during 1966-67, mainly due 
to larger portfolio investment (comprising both loans and sup¬ 
pliers* credits) which rose from Rs 2 crores in 1965-66 to Rs 
28 crorcs in 1966-67. Direct investment, at Rs 8 crores in each 
year showed little variation. 

The USA provided the largest amount of capital during the 
years under review. Its investments rose rapidly by Rs 33 crores 
in 1965-66 and R$ 62 crores in 1966-67. As a result, outstanding 
US investments went up from Rs 215 crores as at the end of 
March 1965 to Rs 310 crores at the end of March 1967. Due to 
the substantial rise in the inflow, the share of US investments in 
the total increased from 22 per cent at the end of March 1965 
to 25 per cent at the end of March 1967. About three fourths 
of the net inflow from the US during the two years was from 
official sources and represented creditor capital. In the balance 
of the inflow also, creditor capital predominated; direct invest¬ 
ments showed a decline during the two years, running at a low 
level of Rs 4 crorcs in 1965-66 and Rs 2 crores in 1966-67. 

The relative share of the investments of the third major investing 
group, comprising internatinal institutions such as the IBRD 
and IFC fell slightly from seven per cent to six percent during the 
two year period, even though the loan drawings on these institu¬ 
tions showed a rise. This was because of larger amortisation 
payments which during the second year offset the inflow and 
resulted in a net reduction of Rs2 crores. The outstanding liabi¬ 
lities to these institutions as at the end of March J967 were 
Rs 67 crores. 

West German Investment 

West German investments accounted for another five per cent 
of the total investments in March 1%7 as compared to tl\ree per 
cent in March 1965. The net inflow from this country increased 
from Rs 8 crores in 1965-66 to Rs 23 crorcs in 1966-67; most 
of this inflow was by way of portfolio capital, representing sup¬ 
pliers* credits. Likewise, the bulk of the net inflow from France, 
Italy and Japan represented suppliers* credits, because of which, 
the outstanding investments from these countries have also gone 
up sizably as compared with the position in March 1965; the 
relative share of these countries in the total investments was, 
however, not significant. Among the countries covered imdcr 
‘other*, mention may be made of the increase in the inflow, espe¬ 
cially in 1966-67, from the Netherlands (Rs 6 crorcs), Sweden, 
Belgium and Finland (about Rs 2.5 crores each) and Austria 
(Rs 1 crore); most of the inflow from these countries was by way 
of suppliers* credits. The inflow from Switzerland (Rs 2 crores) 
was largely through direct investment. 

About one half of the total outstanding foreign investments 
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in the private sector was in the manufacturing held, a share well 
maintained in March 1965 and 1966 as well as in March 1967. 
Of the total net inflow of Rs 56 crores in 1965-66 and Rs 95 crores 
in 1966-67 into the manufacturing sector, as much as Rs 25 crores 
and Rs 59 crores respectively were into chemicals and allied 
products; outstanding investments in this industry amounted to 
Rs 184 crores as at the end of March 1967 and accounted for 
about 29 per cent of the total investments in the manufacturing 
field. Prominent among the other Industries which attracted 
foreign investments during the two years were: transport equip¬ 
ment (Rs 7 crores In 1965-66 and Rs 16 crores in 1966-67), electrical 
goods and machinery (Rs 8 crores and Rs 10 crores), metals and 
metul products (Rs 6 crores during each year), and machinery 
and machine tools (Rs 6 crores and Rs 2 crores). 

There was a decline in the share of investments in the petroleum 
sector from 18 per cent as at the end of March 1965 to 13 per cent 
at the end of March 1967. This was due to a net disinvestment 
by branches in both years and also by loan repayments by rupee 
companies in the second year. Outstanding foreign investments 
in the plantations industry declined from 12 per cent in March 
1965 to 11 per cent in March 1966 and further to nine per cent in 
March 1967. This ^vas due to net transfer of funds by the branches 
of icp companies to their head offices in both years. 

Service Industries 

Service industries accounted for one-fourth of the total 
investments in March 1967 as against a share of onc-fifth in March 
1965. The rise in these investments amounted to Rs 28 crores 
and Rs 79 crores during 1965-66 and 1966-67, respectively. The 
bulk of the net inflow was by way of portfolio capital, largely 
comprising suppliers* credits. The major share of the total 
inflow was into transport and utilities (Rs 17 crores in 1965-66 
and Rs 46 crores in 1966-67), followed by financial activities 
(Rs 12 crores and Rs 15 crores). Investments in trading activities 
showed a net outflow of about Rs 2 crores in 1965-66 mainly 
because of disinvestment by branches engaged in foods, beverages 
etc. The large inflow of Rs 19 crores in 1966-67 was mainly on 
account of creditor capital into trading companies, including the 
Stale Trading Corporation. 

Net liabilities of the banking sector declined by Rs 2 crores 


in 1965-66 and further by Rs 4 crores in 1966-67; outstandiog 
net liabilities were down to Rs 39 crores in March 1967. The 
net outflow of banking capital in 1965-66 was due both to a rise 
in assets .and a fall in liabilities of Rs 1 crore each; in 1966-67 
the out flow was entirely due to a rise of Rs 10 crores in assets^ 
off set by an inflow of Rs 6 crores, representing an increase in 
liabilities. 

The increase in assets in 1965-66 and 1966-67 wss mainly due to 
a rise in the foreign currency holdings of the authorised dealers. 
The fall in the liabilities during 1965-66 was due to a decline in 
both foreign currency and rupee liabilities to non-resident banks, 
partly offset by a rise in the Cooley Fund balances. An opposite 
trend was witnessed during 1966-67 when both foreign currency 
and rupee liabilities increased. 

External LiabllitUf * 

The net external liabilities of the insurance sector, including 
the Lie declined by Rs 6 crores in 1965-66 to Rs 35 crores at the 
end of March 1966. This was largely due to a reduction in the 
liabilities of the LIC. 

About one-half of the increase of about Rs 3 crores in the net 
liabilities in 1966-67 w'as accounted again by the LIC and the 
balance by branches of foreign insurance companies engaged in 
non-life business. * 

The preliminary data available at present indicate that the 
country's net debtor position increased further by Rs 946 crores 
from Rs 4805 crores in March 1967 to Rs 5751 crores (excluding 
the effect of the devaluation of the pound sterling in November 
1967) in March 1968. 

As in previous years, the bulk of the net external indebtedness 
was on account of the official sector; it increased from Rs 3618 
crores in March 1967 to Rs 4485 crores in March 1968. The 
rise of Rs 867 crores in 1967-68 was the net result of an increase 
in gross liabilities by Rs 953 crores, mostly by way of loans, during 
the year, and a rise of Rs 86 crores in assets. The bulk of the rise 
in assets was on account of reserves (excluding gold holdings) 
which went up from Rs 296 crores in March 1967 to Rs 356 crores 
in March 1968. The improvement reflected an easing of the 
strain on the country’s payments position during this year which 
was the result of a larger non-project external assistance, debt 


INDIA’S OVERALL INTERNATIONAL INVESTMENT POSITION* @ 

(Rs crores) 


Official sector Non-official sectorft Total 


As at the end of March 

Assets 

Liabilities 

Net 

Assets 

Liabilities 

Net 

Assets 

Liabilities 

Net 

I963t 

, , 

600 

2045 

—1445 

155 

955 

—800 

755 

3000 

—2245 

J964t 


615 

2438 

- 1823 

191 

1049 

—858 

806 

3487 

—2681 

I965t 


546 

2890 

—2344 

193 

1140 

—947 

739 

4030 

—3291 

1966 


627 

3444 

—2817 

170 

1206 

—1036 

797 

4650 

—3853 

1967*{a) 

, . 

810 

5662 

-4852 

235 

1646 

—1411 

•1045 

7308 

—6263 

(b) 

. , 

594 

4212 

—3618 

188 

1375 

—1187 

782 

5587 

—4805 


* In this table as well as in other tables figures for 1967(a) 
include valuation changes arising from the devaluation 
of the rupee in June 1966, which are excluded from 
figures for 1967 (b). 

@ Excluding gold holdings. 


tt Comprises industrial and commercial undertakings, includ¬ 
ing state-owned enterprises which together constitute private 
sector and banking and insurance companies, 
t Revised. 
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relief provided by some Consortium members, better export per- 
form{iiice» and net borrowings from the IMF. The net capital 
Inflow Into the private sector amounted to R$ 68 cfores during 
the year; this was due to a rise in foreign long-term investments 
(Rs 102 crores) and in short-term claims abroad (Rs 34 crores). 
More than two-thirds of the net long-term capital inflow was by 
way of portfolio investments, mostly creditor capital, while the 
balance represented direct investments. The total outstanding 
net external indebtedness of the private sector amounted to Rs 1187 
crores in March 1968. Gross liabilities amounted to Rs 1340 
crores and assets amounted to Rs 153 crores. As in the previous 
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years, almost all of the liabilities represented long-term fo^iffl 
investments while the bulk of the assets represented short-tefm 
claims abroad. 

The net inflow of banking capital amounted to Rs 13 crores 
during the year, being the net result of a fall in assets (Rs 31 crores) 
as well in liabilities (Rs 18 crores). The outstanding net externa! 
indebtedness of the banking sector increased to Rs 52 crores by 
the end of March 1968. The insurance sector’s net liabilities 
declined by about Rs 2 crores to Rs 35 crores at the end of March 
1968 mainly because of reduction in LfCs liabilities. 


OFFICIAL SECTOR : FOREIGN ASSETS AND LIABILITIES 


(Rs crores) 


End of March 

1963 

1964 

1965 

1966 

1967 

(a) 

(b) 

Assets 

600.6 

615,3 

545.4 

627.4 

810.0 

594.1 

Foreign exchange reservesf 

177.3 

188.0 

115.9 

182.1 

295.9 

145.6 

Others^ 

423.3 

427.3 

429.5 

445.3 

514.1 

448.5 

Liabilities 

2045.2 

2438.4 

2889.6 

3444.0 

5661.4 

4211.7 

IMF drawings 

131.0 

107.2 

107.2 

137.0 

313.2 

183.2 

Loans 

1345,1 

1711.5 

2235.5 

2687.9 

4694.6 

3440.1 

Othcrs@ 

569.1 

619.7 

546.9 

619.1 

653.6 

588.4 

Net Position 

—1444.6 

—1823.1 

—2344.2 

—2816.6 

--485I.4 - 

^3617.6 

t Excluding gold holdings. 

@ Comprise mainly (i) rupee liabilities to non-resident official 


institutions including balances held with the RBI by the east 

* Compristymainly (i) Claims on Pakistan under the Partition 

European countries under payment agreements, (ii) PL 480 

Debt (Rs 300 crores), (ii) gold and foreign currency sub- 

and 665 balances and (iii) liabilities to Kuwait, Bahrain 

scriptions to international institutions and (iii) loans exten- 

and Qatar consequent upon withdrawal of Indian currency 

ded to foreign governments. 

from these countries. 




PRIVATE SECTOR : FOREIGN ASSETS AND LIABILITIES 









(Rs crores) 


As at the end of March 

1963 

1964 

1965 

1966 

1967 







(a) 

(b) 

Assets 

110.6 

137.3 

140.7 

118.1 

150.7 

125.9 

Short-term* 

72.9 

99.6 

103.0 

80.4 

113.0 

88.2 

Long-teim(^ 

37.7 

37.7 

37.7 

37.7 

37.7 

37.7 

Liabilities 

816.8 

899.3 

1003.2 

1077.2 

1492.8 

1236.9 

Short-termt 

10.7 

10.4 

8.2 

7.3 

10.4 

6.3 

Long-termtt 

806.1 

888.9 

995.0 

1069.9 

1482.4 

1230.6 

Net position 

—706.2 

—762.0 

—862.5 

—959.1 

—1342.1 - 

-1111.0 

Short-term 

62.2 

89.2 

94.8 

73.1 

102.6 

81.9 

Long-term 

—768.4 

—851.2 

—957.3 

—1032.2 

—1444.7 - 

1192.9 


• Short-term assets comprise mainly export bills which arc in 
the nature of short-term trade credits by exporters and credit 
balances in the accounts of rupee companics/hrms which 
are accorded special facilities to retain their export pro¬ 
ceeds abroad for meeting their foreign exchange commit¬ 
ments or are allowed to make periodic block remittances 
for honouring their commitments subject to rendering of 
accounts to the Exchange Control Department, 
t Short-term liabifities consist of mainly debit balances in the 
company accounts and net unremitted dividends accruing 


to non-residents on their investments in rupee companies. 
Long-term assets cover investments of rupee companies 
in foreign securities and branches and miscellaneous assets 
such as lands, estates, buildings, long-term deposits, loans 
and advances. These arc as per the Survey of India’s 
Foreign Liabilities and Assets, 1961, and in the absence of 
such a survey, it has not been possible to indicate the correct 
position in their regard in the subsequent period, 
ft Long-term liabilities represent book value of outstanding 
foreign business investments. 
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PRIVATE SECTOR : LONG TERM LIABILITIES 
(Outstanding Foreign Investments by Category) 

(Rs crores) 


End of March 

1963 

1964 

1965 

1966 

1967 







(a) 

(b) 

1. Direct Investments^ 

541.5 

565.5 

610.1 

633.1 

700.5 

654.7 

Branches 

264.1 

259.7 

262.2 

250.8 

290.6 

248.3 

FCRC : 

277.4 

305.8 

347.9 

382.3 

409.9 

406.4 

Subsidiaries 

223.6 

239.9 

267.6 

288.2 

307.8 

305.5 

Others 

53.8 

65.9 

80.3 

94.1 

0 

102.1 

100.9 

II. Portfolio Investment 

264.6 

323.4 

384.9 

436.8 

781.9 

575.9 

Equity® 

49.3 

53.0 

54.7 

57.0 

63,2 

63.2 

Creditors : 

215.3 

270.4 

330.2 

379.8 

718.7 

512.7 

Sccuriliest 

10.5 

10.5 

10.9 

10.9 

11.1 

11.1 

Loans 

144.8 

183.2 

229.0 

263.7 

468.8 

338.1 . 

Suppliers’ Credit ft 

60.0 

76.7 

90.3 

105.2 

238.8 

163.5 

Total (l+Il) 

806.1 

888.9 

995.0 

1069.9 

1482.4 

1230.6 

* Cover (a) net assets in India of branches representing the 
net claims on them by non-residents and (b) the equity hold- 

@ Represent ordinary shares to the extent these are held by 
the investors in countries other than the country of control. 


ings of investors in the country of contol an dthcir propor- t Represent non-resident holdings of preference shares and 

tionate share in the free reserves of the FCRC. debentures of the rupee companies. 

FCRC=Forcign controlled rupee companies. tt Suppliers’ credits for imports. 


PRIVATE SECTOR : LONG -TERM FOREIGN BUSINESS INVESTMENT FLOWS^ 

(Rs crores) 



1963-64 

1964-65 

1965-66 

1966-67 

Direct investment @ 

22.4 

42.9 

21.9 

21.6 

Inflow 

22.4 

43.1 

22.1 

22.3 

■ Outflow 

.. 

0.2 

0.2 

0.7 

Portfolio investments t 

58.8 

61.5 

51.9 

139.1 

Inflow 

86.5 

98.1 

96.8 

209.8 

Outflow 

27.7 

36.6 

44.9 

70.7 

Total net inflow 

8f.2 

104.4 

73.8 

160.7 

Inflow 

108.9 

141.2 

118.9 

232.1 

Outflow 

27.7 

36.8 

45.1 

4 « 

71.4 


* Exclasivc of valuation changes and hence would differ from non-residents on their investments in FCRC. Outflow 

the net changes in the book values arrived at from the other covers repatriation of investments by way of liquidation 

tables. of branches and transfer of shares from non-residents to 

@ Inflow covers (a) change in the net position of branches (net residents. 

disinvestment being shown as negative inflow (—), (b) fresh t Inflow represents investments in shares/deb^tures and re¬ 
inflow of equity investments associated Svith foreign control ccipt of loans/supplicrs’ credits for imports; outflow repte- 

and (c) retained earnings proportionately accruing to the sents the repatriation/redemption/repayments of the same. 
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^ MUVATE SECTOR : LpNG-TERM FOREIGN BUSINESS INVESTMENT FLOWS 

(Direct Investment) 


(Rs crores) 


Year 



Inflow 


Out 

flowtt 

Net 

inflow 

(5~6) 

Branches 

position 

(ntfl)* 


FCRCt 



Equity @ 

Retained 

earnings 

Total 

(2-1-3) 

Total 

(1+4) 

1 

2 

3 

4 

5 

6 

7 

1963-64 

— 5.5 

18.1 

9.8 

27.9 

22.4 

, . 

22.4 

1964-65 

1.5 

21.2 

20.4 

41.6 

43.1 

0.2 

42.9 

1965-66 

—11.4 

14.7 

18.8 

33.5 

22.1 

0.2 

21.9 

1966-67 

— 2.5 

9.9 

14.9 

24.8 

22.3 

0.7 

21.6 

t FCRC<=Foreign controlled rupee companie.s. 


@ Of which, non-cash inflow: 

14.1, 19.0,12. 

1 and 7.3 res- 

* Changes in braches’ 

net position which werc^shown hither- 

pcctivcly. 




to the previous assessments on a gross basis are now appro- 

tt Represents liquidation of branches and repatriation of 

priately shown on a 

net basis under inflow, net disinvest- 

share capita! from rupee companies. 



mcnt in them being treated as negative (—) inflow. 


PROFITS OF FOREIGN CONTROLLED RUPEE COMPANIES 

(Rs crores) 


Industry 


1963-64 


19M-65 

1965-66 


J966-67 


Earned 

Distri¬ 

buted 

Retain¬ 

ed 

F.amed 

Distri¬ 

buted 

Retain¬ 

ed 

Earned 

Distri¬ 

buted 

Retain¬ 

ed 

Earned 

Distri¬ 

buted 

Retain¬ 

ed 

Plantations 

0.5 

0.4 

0.1 

1.1 

0.5 

0.6 

0.7 

0.6 

0.1 

1.0 

0.6 

0.4 

Mining 

•. 

.. 

.. 

.. 


.. 






• • 

Petroleum 

5.5 

5.1 

0.4 

12.3* 

4.1 

8.2* 

5.9 

4.8 

1.1 

3.4 

6.3 

-2.9 

Manufacturing 

18.3 

9.3 

9.0 

25.4 

14.5 

10.9 

30.9 

14.6 

16.3 

33.0 

15.8 

17.2 

Services 

1.4 

1.1 

0.3 

1.8 

l.t 

0.7 

2.4 

1.1 

1.3 

1.3 

l.l 

0.2 

Total 

25.7 

15.9 

9.8 

40.8 

20.2 

20.4 

39.9 

21.1 

18.8 

38.7 

23.8 

14.9 


Note 


Profits earned, distributed and retained represent the proportionate share of the country 


oi coniroi m me 


iwim 


the same, net of taxes in India. 

* Includes Rs 6.7 crores, representing transfer of excess depreciation to free reserves. 


PRIVATE SECTOR : LONG-TERM FOREIGN BUSINESS FLOWS 


(Portfolio Investment) 


1963-64 1964-65 


1965-66 


(Rs crotc.s) 
1966 67 


Inflow Outflow Net Inflow Outflow Net Inflow Outflow Net Inflow Outflow 


Equity (private sources) .. 

4.7* 

Securities (private sources) 


Loans 

51.7 

(i) Private sources 

10.2 

(ii) Official sources .. 

41.5 

Suppliers* credits 

30.1 

(i) Private sources 

30.0 

(ii) Official sources .. 

0.1 

Total portfolio investment 

86.5 

(i) Private sources 

44.9 

(ii) Official sources .. 

41.6 


1.0 

3.7 

2.1* 

0.4 

1.7 

.. 

,, 

0.4 


0.4 

13.3 

38.4 

64.2 

18.4 

45.8 

3.5 

6.7 

25.4 

3.2 

22.2 

9.8 

31.7 

38.8 

15.2 

23.6 

13.4 

16.7 

31.4 

17.8 

13.6 

12.2 

17.8 

30.9 

16.3 

14.6 

1.2 

—1.1 

0.5 

1.5 

—1.0 

27.7 

58.8 

98.1 

36.6 

61.5 

16.7 

28.2 

58.8 

19.9 

38.9 

11.0 

30.6 

39.3 

16.7 

22.6 


2.4* 

O.I 

2.3 

6.7* 

0 5 




0.2 


61.2 

26.5 

34.7 

118.1 

43.7 

15.9 

10.1 

5.8 

33.3 

12.3 

45.3 

16.4 

28.9 

84.8 

31.4 

33.2 

18.3 

14.9 

84.8 

26.5 

31.3 

17.1 

14.2 

81.5 

25.9 

1.9 

1.2 

0.7 

3.3 

0.6 

96.8 

44.9 

51.9 

209.8 

70.7 

49.6 

27.3 

22.3 

121.7 

38.7 

47.2 

17.6 

29.6 

88.1 

32.0 


Net 


6.2 

0.2 

74.4 

21.0 

53.4 
58.3 
55.6 

2.7 

139.1 

83.0 

56.1 


* Of which, non-cash inflow: 2 9. 1.2, 1.2 and 5.0, respectively. 
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I 

INDUSTRIAL FINANCE CORPORATION 
OF INDIA 

SVo BONDS 1981 

PAYMENT OF INTEREST & REPAYMENT OF 

PRINCIPAL GUARANTEED BY THE GOVERNMENT 
OF INDIA 

AMOUNT OF ISSUE : RS. 5.00,00,000 

Issue Price : Rs. 100.00 per cent 

REDEEMABLE AT PAR ON THE 3RD NOVEMBER, 

1981 

The Bonds are approved securities under the Indian 
Trusts Act, the Insurance Act and the Banking Regulation 
Act, and are also eligible for grant of advances to Scheduled 
Banks by the Reserve Bank of India. They are on the 
approved list of securities of the State Bank of India. They 
are also eligible for investment of the accumulations of the 
Provident funds, exempted as well as non-e\einpted. 

Subscriptions will be received in cash or by cheque at the 
branches of the Reserve Bank of India at Bangalore. 
Bombay, Calcutta, Kanpur, Madras and New Delhi from 
Monday, the 3rd November, 1969 but the list will be closed 
without notice as soon as the total subscriptions amount to 
Rs. 5.00 crores, and in any case, not later than the close of 
business on Thursday, the 6th NovcmlxT, 1969. The Cor¬ 
poration reserves the right to retain subscriptions received 
upto 10“,', in excess of the sum of Rs. 5 00 crores. 

The Bonds will have a currency of 12 years, and will be 
repaid at par on the 3rd November, 1981. I hcy will bear 
interest at the rale of p.a. from the 3rd Nov., 1969. 
Interest will be payable half yearly on the 3rd May and 3rd 
November, and will be subject to tax under the Income 
Tax Act, 1961. 

Copies of the prospectus and application forms can be had 
from the offices of the Reserve Bank of India as also from 
the Head Olfice of the Corporation at Burmah-Shcll House 
(Annexe If), Connaught Circus, New Delhi and its branches 
at Mehta Mahal, 5t h Floor, 15-Mathcw Road, Post Box 
No. 3928, Bonibay-4, 23-Rajcndranath Mukherjee Road, 
Post Box No. 2483, Calcutta-1 and Raji Building, 3rd Floor, 

147 Mount Road, Post Box No. 1080, Madras-6. 

Arrangements will be made for listing of these Bonds at 
the Bombay, Calcutta and Madras Slock Exchanges. 

Brokerage will be paid at the rate of 6 paise per Rs. 

100 to recognised banks and brokers on allotments made in 
rcspcc! of applications for the Bonds bearing their stamp. 

NEW DELHI, (N.D. NANGIA) 

Dated 8th October, 1969 CHAIRMAN 

davp 69/305 
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PRIVATE SECTOR : LONG;TERM FOREIGN BUSINESS INVESTMENT 
(Couniry-wfso) 


(Rs crorcs) 


C-ounIry 

Outstanding 
investments 
as'at end- 
March 1963 

1963-M 



Gross 

inflow 

Net 

inflow 

France 

14.3 

8.2 

6.2 

Private direct 

0.2 



Private portfolio 

14.1 

8.2 

6.2 

Oeriminy Wc?^ 

24.2 

2.4 

0.3 

Private direct 

6.2 

0.2 

0.2 

Private portfolio 

18.U 

2.2 

0.5 

Oflicial portfolio 




Italy 

9.6 

4 1 

0.9 

Private direct 

0.9 

0.7 

0.7 

Prisatc portfolio 

8.7 

3.4 

0.2 

Japan 

15.2 

16.6 

14.8 

Private direct 

i 1 

0. 1 

0.1 

Piivatc portfolio 

13.1 

16.5 

14.9 

Official portfolio 

1.0 


-0.2 

UK 

493.2 

19 0 

13 8 

Private direct 

423.9 

8.5 

8.5 

Private portfolio 

69.3 

10.5 

5 3 

USA 

119.8 

45.1 

43.1 

Private direct 

74.5 

8.0 

8.0 

Piivatc portfolio 

12.3 

2.9 

] 9 

Official portfolio 

33.0 

34.2 

33 2 

Others 

129.8 

13.5 

2.7 

Private direct 

34.7 

4.9 

4.9 

Private portfolio 

17.5 

1.2 

0.2 

Official portfolio 

77.6 

7.4 

2.4 

International institutions 

73.7 

7.3 

1 3 

Others 

3.9 

0.1 

-1.1 

Total 

806.1 

108.9 

81.2 

Private direct 

541.5 

22.4 

22.4 

Private portfolio 

153.0 

44.9 

28.2 

Official p<^folio ' 

111.6 

41.6 

30.6 


1964-65 

1965-66 

196 >67 

Outstanding 
investments 
as at end- 
March 1967 

Gross 

inflow 

Net 

inflow 

Gross 

inflow 

Net 

inflow 

Gross 

inflow 

Net 

inflow 

(a) 

(b) 

5.7 

2.2 

7.0 

3.3 

11.3 

5.2 

45.9 

31.3 

0.1 

-0 1 

0.1 

O.I 



0.4 

0.3 

5 8 

2.3 

6.9 

3.2 

11.3 

5.2 

45.5 

31.0 

9.8 

6.8 

11.2 

7.5 

29.4 

23.3 

81.5 

61.7 

2.8 

2.8 

1.9 

1.9 

2.0 

2.0 

13.7 

13.3 

4.6 

1.6 

4.0 

0.5 

15.9 

10.6 

45.2 

30.2 

2.4 

2.4 

5.3 

5.1 

11.5 

10.7 

22.6 

18.2 

8 0 

5.5 

4.6 

2.5 

9.4 

7.9 

37.3 

27.0 

t) 1 

0.1 



0.1 

-0.1 

2.2 

2.2 

7 9 

5.4 

4.6 

2.5 

9.3 

8.0 

35.1 

24.8 

li 0 

7 2 

10.1 

5.0 

12.9 

.1.2 

69.2 

45 4 





0.9 

0.9 

2 1 

2 1 

11 0 

7.3 

10 1 

5.2 

11.6 

2.2 

66 2 

42 7 


-0.1 


0.2 

0.4 

0.1 

0 9 

0.6 

34 9 

29.8 

18.4 

10.5 

45.8 

36 2 

655.4 

587.0 

25 i 

25.1 

8.6 

8.4 

8.9 

8.4 

521 .8 

477 8 

9 6 

4.7 

9 8 

2.1 

36.9 

27.8 

133.6 

109.2 

57 1 

52.5 

43.3 

32 6 

80 9 

62.1 

175 8 

109.8 

1 I .0 

11.0 

4 0 

4.0 

1.8 

1 .8 

99.9 

99.0 

17 6 

16 3 

10.6 

5 9 

21.4 

15.8 

68 8 

52.2 

28.5 

25.2 

28 7 

22.7 

57.7 

44.5 

207.1 

158.6 

14.7 

0.4 

24.3 

12 4 

42.4 

22.8 

217.3 

168.4 

4.0 

4.0 

7 5 

7.5 

8.6 

8.6 

60 4 

60.0 

2 3 

1.3 

3 6 

2.9 

15.3 

13.4 

42.7 

35 3 

8 4 

4.9 

13 2 

2.0 

18.5 

0.8 

114 2 

73 1 

7.7 

4.1 

10.9 

0.9 

15.0 

2.0 

106.6 

67.2 

0.7 

-0.8 

2.3 

1 1 

3.5 

2.8 

7 6 

.5.9 

141.2 

104.4 

118.9 

73.8 

232 I 

IfO 7 

1482 4 

1230 6 

43.1 

42.9 

22.1 

21 9 

22 3 

21.6 

7(H). 5 

654.7 

58.8 

38.9 

49.6 

22.3 

121.7 

83.0 

437.1 

325.4 

39.3 

22.6 

47.2 

29.6 

88.1 

56.1 

344.8 

250.5 
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PRIVATE SECTOR : LONG-TERM FOREIGN BUSINESS INVESTMENTS 

(Industry-wise) 


(Rs crores) 


Outstanding 





Outstanding 

investments 





investments 

as At end- 





as at end- 

March 196.1 

1963-64 

1964-65 

1965-66 

1966-67 

March 1967 


Gross Net Gross Net Gross Net Gross Ner (ti) (h) 

inflow inflow inflow inflow inflow inflow inflow inflow' 


Plantations 

104.7 

3.5 

3.4 

4.0 

4.0 

--2.0 

-2.0 

-0.1 

--0.8 

128.7 

111.4 

Mining 

15.9 

0.5 

_2.2 

0.5 

-1 9 

--0.4 

—2.0 

1.6 

0.3 

11.5 

10.1 

Petroleum 

169.7 

-0.8 

-2.3 

17.3 

15.6 

—1.3 

-^5.4 

-8.3 

---12.7 

206.6 

164.9 

Manufacturing 

376.2 

69.1 

51.2 

71.8 

50.9 

79.9 

55.6 

146.1 

94.7 

738.0 

630.9 

Seniccs 

139.6 

36 6 

31.1 

47.6 

35.8 

42.7 

27.6 

93.4 

•79.2 

397.6 

313.3 

Toiai 

J?06.1 

108.9 

81.2 

141.2 

104.4 

118 9 

73.8 

232.1 

160.7 

1482.4 

1230.6 



BANKING SECTOR : 

F()REIGN ASSETS AND IJABILITIES 


(Rs crorcsV 

As at the end of March 


1963 

1964 

1965 

1966 

(a) 

1967 

(b) 

Assets 


23.9 

32.7 

31.0 

31.6 

55.0 

41.3 

liabilities 


83.8 

93.8 

75.0 

74.0 

84.8 

80.1 

Net position 


59.9 

61.1 

-44.0 

—42.4 

—29 8 

- -38.8 



INSl RANCF. SECTOR : I ()REK;N 

ASSETS 

AM> LIABILITIES 

- - - 

(Rs croics) 

1967 

y\s at the end of March 

1963 

1964 

1965 

1966 

— 

— 






(a) 

(b) 

.Assets 

20.3 

20.5 

21.4 

20.3 

29.5 

20.5 

Lie; 

17.1 

17.3 

18.2 

17.1 

26.3 

17.3 

Other rupee comp.uiies(frJ 

3.2 

3.2 

3.2 

3.2 

3.2 

3.2 

l.ialiililies 

54 6 

56.2 

62.0 

54.9 

69.1 

57.6 

I K 

46.4 

48.3 

54.1 

46.7 

59.7 

48.2 

Olhei rupee coni'>anies(ff), 

8.4 

8.4 

8.4 

8.4 

8.4 

8.4 

BraiKhcs (net ) 

—0.2 

4) 5 

—0.5 

- 0.2 

1.0 

1 0 

Net Position 

-34.3 

-35.7 

-40.6 

—34.6 

—.39.6 

-37.1 

Lie 

29.3 

-31.0 

-35.9 

—29.6 

--33.4 

—30.9 

Others 

5.0 

4 7 

-4.7 

—5.0 

—6.2 

--6.2 


Notk • 1. Assets cover : (/) LIC '.n in\estm:nts in fixed assets, foreign shares, securities, debcntuics and loans and advances due from 

persons resident abroad against mortgages but exclude other loans and advances including those against policies; and 
(//) investments in foreign shares, s:jiirilies, dibenUirc^. loans,'advances and fixed assets of Indian insurance companies 
engaged in non-life business. 

: Liabilities c(>\er : (/) Lie 's provision of life funds for branches abroad and not the actuarial resci-vc value thereof; iii) the 
net invcslnieni of branches of foreign insurance companies: and (//') the value of unexpiicd risk in respect of non-life 
business of Indian insurance companies. 

((^ I hcsc arc us per the Survey of India's Foreign Liabilities and Assets. 1961. ^ 
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YES! 

You can obtain 
Product Improvement 
with Cost Reduction 
in your industry 
with 



^(LMOKSDOflCSl 


EXIRUSIONS 

Lightness, corrosion resistance, good 
surface finish, along with strength and 
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DEAlt READER_ 

MRS INDIRA Gandhi has planned to lake another aggressive sXtp foiWifd 
within the next fbw days in pushing her way to total power in the Congr^ pdi^ 
and the central government. Her strategy for the meeting of the Congress Work* 
ing Committee, starting tomorrow, is one simply of a confrontation consciously 
contrived to produce a collusion. It must be said to her credit that she has made 
it abundantly clear for all to see that she has no use, whether in the government 
or the party, for any man or woman who is not prepared to pay her the homage of 
abject as well as absolute conformity. 

Mrs Gandhi, no doubt, has been trying to make it appear that she is fighting 
only for the principles or programmes repeatedly endorsed by the relevant organs 
of the Congress party. But she certainly has not succeeded in carrying conviction 
to informed public opinion. Her recent and current conduct, whether as the 
Prime Minister or as an important leader oPthe Congress party, has been recog¬ 
nised everywhere for what it is, v/z., a naked power struggle. It is true, no doubt, 
that the wholly unprincipled propaganda war unleashed on her behalf has succeeded 
in persuading some sections of the people, including Congressmen, that dRhoflgh 
she may be personally and primarily aher the acquisition of her own ascendency, 
her gaining effective control of the party apparatus and the machinery of the 
central government would be conducive to the more vigorous prosecution by the 
country of progressive economic and social policies. But even those who are 
prepared to accept at its face value this justification so sedulously advertised on 
the Prime Minister’s behalf seem to have no illusions whatsoever so far as the 
basic motives and directions of Mrs Indira Gandhi’s current political activities 
are concerned. 

It follows that the issues implicit in Mrs Gandhi’s confrontation with some 
of her colleagues in the Congress party are therefore of a relevance and importance 
which transcend the politics or even the ethics of a particularly unsavoury exhibi* 
tion of in-fighting within a political party. Among them, the most important, 
in my view, are the following: 

(n) Is it in the interest of stability and orderly progress, whether political 
or economic, that the Congress party, which has historically oomc 
to represent a certain range of generally accepted or acceptable 
views on the political, economic and social destinies of our country, 
should now be ruthlessly robbed of its cosmopolitan character and 
reduced and regimented into a factional political party, deriving its 
appeal to the public from a demagogic exploitation of class or other 
prejudices? And. 
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>1 (h) Is it safe for our democratic constitution for its institutions and 

j conventions to be manipulated by factional coteries or cliques for 

!j safeguarding or strengthening an opportunist and adventuri.st admi¬ 

nistration at the centre? 

850 I suggest that it is in these terms that responsible public opinion in our 

country should examine and evaluate the risks and dangers to which our 
democratic political system seems to have been exposed as a result of the power 
struggle launched by Mrs Gandhi. I am aware that it is fashionable in sophisti¬ 
cated political circles to talk of the virtues of a polarisation in Congress ranks. 

853 While it is certainly desirable that a political party, in order to be responsive and 
responsible to the electorate or effective in its functioning, should display reasonable 
definiteness and coherence of thinking or action in its policies and programmes, 
it is extremely important that wc should take note of the fact that what the current 
power struggle is designed to achieve is not any such legitimate disciplining of the 
Congress party’s character and conduct but the curtailment, if not the abolition 
of the democratic ethos of the organisation by interfering with free expressions 
of opinion or discussions of differences on the guidelines for the party or the 
government which may rule in its name. It is very probable indeed that, should 
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Mrs Indira Gandhi succeed in her 
design of capturing total power within 
the Congress party and the central 
government, the consequence would 
be the projection into the national 
scene of a new political force which 
may create an unwholesome magnetic 
field to which ad\cnturist and oppor¬ 
tunist elements in our political life may 
find themselves powerfully attracted. 

This power struggle, then, to which 
we are witness, is something which goes 
to the heart of our democratic political 
system. Unfortunately, the men on 
whom Mrs Indira Gandhi has forced 
this confrontation happen to be, whether 
individually or collectively, a rather 

Sword of Damocles 

IT is ironical that the demand for 
nationalising the sugar industry should 
have emanated from Uttar Pradesh out 
of all the states. For there is hardly 
any politician of consequence in that 
stale who has not had something 
to do with the sugar industry. 
In fact, one can classify the UP 
politicians as belonging to either the 
sugarcane-grower lobby or the (sugar¬ 
cane) farm labour lobby or the sugar 
industry lobby. This is understandable, 
because the economy of the state re¬ 
volves round the fortunes of this 
industry more than on any other single 
economic activity. 

Roughly ono-scvciith of the total 
population of the state depends upon the 
sugar industry in one way or the other. 
There were, in 1966-67, 22 lakh families 
of cane-growers deriving a living out of 
it. The number of cane development 
unions in the state exceeded 130 with a 
membership of nearly 22 lakhs, a share 
capital of over Rs 2.20 crores and a 
working capital of over Rs 15 crores. 
What is more important, or relevant, 
is that these unions handled about Rs 
125 crores by w'ay of cane prices, ferti¬ 
liser supplies and loans to members. 
No wonder the sugar lobby has become 
a high-pressure political lobby in the 
Uttar Pradesh. 

It is, therefore, doubtful whether those 
who have been urging it have really 
given serious thought to the need for, 
or the implications of, nationalisation. 
In the wake of nationalisation of banks, 
which it has become fashionable to 
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uninspiring lot for the most part. The 
picture they present is one of elderly 
men, tired and perhaps even timid, 
who have over-stayed on the political 
scene and are so confused that they 
cannot even lake their cue and speak 
their exit line gracefully. In issues of 
life and death for the nation, however, 
ihc box-office appeal or the lack of it of 
contending politicians cannot and 
should not become the deciding factor. 
“My face is my fortune, sir”, said the 
milkmaid in the poem. All the same, 
we cannot afford to let Mrs Indira 
Gandhi’s face become our national 
misfortune. 

—EDITOR 

Over Sugar Industry 

hail as u great economic path-finder, to 
prescribe nationalisation, as a panacea 
for all ills, all that seems to be needed 
today is to single out some economic 
activity, cook up all manner of charges 
against those actively engaged in it and 
just pose as a “progressive” to demand 
nationalisation. Otherwise, it is diffi¬ 
cult to understand the sudden fascina¬ 
tion that some people in the UP have 
developed for nationalisation of Ihc 
sugar industry. It is even more difficult 
i<> understand how even those who are 
known to have been firm and long-stand- 
ing supporters of the sugar industry 
in the state have simi:)ly slumped and 
surrendered to the cry for nationalisa¬ 
tion of the sugar industry. Is it bccau.se 
those in power can no longer expect 
the joint-stock companies engaged 
in the sugar industry to pay donations 
to political parties under the new 
dispensation? Anyway, the fact remains 
that the Sword of Damocles is defi¬ 
nitely dangling over the head of the 
sugar industry. Whether it is to be the 
sugar industry in the UP alone or all 
over India is yet to be decided, though. 

We have a suspicion that, when 
governments are unable to handle a 
tough problem, such as that of the sugar 
industry in the UP, they lend to let out 
feelers such as the bogey of nationali¬ 
sation through their henchmen. It is 
common knowledge that the UP go¬ 
vernment has miserably failed to manage 
its sugar industry for years now, whether 
on the field or inside the factory, al- 
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thou^ them ha$ been no of 

committees pr commissions. We tiiul, 
for instance, ftie Sen Sugar Inquiry 
Commission and the S.N. Gundu Rao 
Committee, not to speak of the State 
Sugar Advisory Committee set up a 
few years ago. Now, what has happened 
to the findings and recommendations 
of these expert bodies? How many 
ofthem have been actually implemented 
and with what result? 

Evidently politicians who are always 
in a hurry have no time to ask 
these questions and satisfy them¬ 
selves about what really qils the 
industry, if, in sfiite of all these 
committees, it still continues to be 
a sick child of the state. If they are not 
in a hurry, or if only economic considera¬ 
tions weigh with them in these matters, 
will they answer why they set up, only 
in September last, one more body — 
the 21-mcmber UP Highpower Sugar 
Council—^with the Chief Minister^ as 
chairman and charged with the main 
task “to suggest a cure for the present 
ills of the sugar industry in the state 
ranging from the poor yield per acre 
of sugarcane to improving the efficiency 
in the production of sugar”? At 
the same meeting when the UP 
cabinet took this decision, it was also 
made clear, according to press reports, 
that “the above sugar council will not 
be debarred from considering the contro¬ 
versial issue of nationalisation of the 
industry.” Nationalisation thus has 
become politicians’ panacea to all ills, 
real or imagined. 

What is intriguing is not the proposal 
for nationalisation by itself, but the 
alacrity with which it is seized and pur¬ 
sued by certain busybodics, sometimes 
even deviating from the line chalked 
out by their own respective political 
organisations. In the present instance, 
i t was on October 5 that the UP cabinet 
reportedly took a decision on the issue 
of taking over the sugar industry in 
the state. This decision was arrived 
at when there were two schools even 
within the cabinet, one, led by Mr 
Kamalapathi Xfipathi, Deputy Chief 
Minister and President of the UPCC, 
insisting that, since sugar is the main 
industry in the state, the state govern¬ 
ment should not insist on a uniform 
policy for the whole of the country but 
go ahead with nationalisation, and the 
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other, led by the Chief Minister, Mr 
CB. Gupta, wanting the centre to evolve 
a unifom policy in this matter for the 
entire country to enable the UP go¬ 
vernment to take over the industry, 
as urged by some (one report gives the 
number as 200) UP legislators. 

The Chief Minister, it is believed, 
wrote on the same day to the union go¬ 
vernment to decide about the nationa¬ 
lisation before the coming crushing 
season. On October 6, already, there 
were eight leftist members of Parlia¬ 
ment — three from CPF, three from 
SSP and two from the Congress — 
urging the Prime Minister to immedia¬ 
tely nationalise the sugar mills in the 
country. Two days later, it is note¬ 
worthy, the executive of the UP unit of 
the SSP demanded social control of the 
sugar industry and urged the union 
and state governments to set up a 
committee, consisting of representa¬ 
tives of canegrowers, mill workers 
and government and local bodies to 
manage the sugar mills. The reader 
may be pardoned if he is puzzled about 
the SSP’s stand — whether it is for 
nationalisation^ of the industry as the 
SSP Members of Parliament have 
said or for social control on the industry 
as the UP executive of this party 
wants. 

EVen in the UP Congress, which rot 
to be left behind the BKD, sought to 
spearhead the campaign, does not 
appear to be clear about what should 
happen after the take over. Ft seems to 
have suddenly discovered that the eco¬ 
nomy of the state would not improve 
unless the sugar industry was “liberated” 
from private owners. Briefing the press 
after the meeting of the executive of 
the UPCC, the General Secretary of 
the party, Mr H.N. Bahuguna, explain¬ 
ed that the UPCC had not expressed 
its opinion whether the factories, after 
being taken over, should be run by the 
government or by co-operatives. If 
so, it must be presumed, it had not 
thought of what to do and yet it had no 
qualms in hustling the state government 
to take over the sugar industry. 

Whatever may be his reasons for con¬ 
demning the sugar, factories, Mr Bahu¬ 
guna ought to have knowu at least 
from the experience of the UP govern- 
mentis running of sugar factories, di- 
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rectly or indirectly, how unfit or ill- 
equipped the state government is to 
take over the sugar mills. And, as per 
his own assessment, the state go¬ 
vernment has been guilty of not utilis¬ 
ing the income from the cess on sugar¬ 
cane solely for the development of 
sugarcane as laid down in the Cess 
Act but absorbing the income in the 
general revenue. Could a government 
with this record be asked to take over 
and run the sugar mills? 

Not only do the people proposing 
nationalisation of the sugar industry 
themselves know how to go about it, 
they are also not agreed on how to 
take over the sugar mills, which promp¬ 
ted the BKD leader, Mr Charan Singh, 
to openly question the intention of the 
UP government. But even Mr Charan 
Singh, it seems to us, has not displayed 
good judgment in regard to this issue. 
He chose to brush aside the statement of 
Dr D.R. Gadgil that the Planning 
Commission was not in favour of 
nationalisation by saying that “the 
Commission came nowhere in the pic¬ 
ture. The state government can take¬ 
over the mills and pay compensation 
in the form of bonds payable over a 
period of, say, 10 years, as they did in 
the case of Zamindari or landed inte¬ 
rest.” Also, according to him, these 
bonds could be sold to the cultivators 
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through deductions in the price of 
cane supplied by them to the mills and 
then run the mills co-operatively. In 
other words, his idea seems to be first 
to take over or nationalise and then 
co-opdratise all sugar mills in the state. 

The Government of India, for its 
part, has its own formula, it seems, 
although, in the din caused by the cry 
for nationalisation, it does not appear 
to have attracted much attention* 
According to reports in the press, it is 
now said to be seriously examining 
a proposal to form a sugar corpo¬ 
ration on the lines of the National 
Textile Corporation to take-over sick 
mills as well as those which are in arrears 
to cane-growers. According to reliable 
information, however, as against pur¬ 
chases of cane worth Rs 118 crores in 
the last season, the arrears amount to 
only Rs 3.5 crores, the main defaulters 
being not so much the much-maligned 
sugar mill magnates as the co-operative 
mills, the state-managed Rampur Mill 
and the centrally-managed Sukhwanti 
Tanda Factory, among others. 

Ft is thus evident that nationalisation 
of the sugar industry is sought to be 
undertaken purely on political grounds, 
without weighing the pros and cons of 
the solution proposed, let alone the 
wherewithal to bring it about. More- 
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over, the question has yet to be decided 
whether a state government can nationa¬ 
lise on its own any industry. Apart 
from the fact that legal opinion itself is 
sharply divided on the issue, it is strange 
how irresponsible some politicians could 
be while throwing up what they perhaps 
deem to be novel or original suggestions. 
Supposing, for argument’s sake, the 
UP government is allowed to nationalise 
the sugar industry in the state today, 
what will be the repercussions? ft does 
not appear that any thought has been 
given to the limits of mischief that this 
could lead to, especially as the Congress 
is not the ruling political party through¬ 
out the country. Tomorrow, West 
Bengal and Kerala are certain to come 
forward with proposals to nationalise 
several other and even more vital in¬ 
dustries. Surely there is already enough 
chaos and confusion in the industrial 
world of our country to court the 
luxury of one more element entering 
the spree. 

Finally, arc all dispassionate stu¬ 
dents of current affairs satislied that, 
while nationalising an industry through¬ 
out the country, a discrimination 
could be made as between units of that 
industry in the private sector and those 
in the co-operative sector ? This ques¬ 
tion is pertinent, because, in life in¬ 
surance, after nationalisation, we 
do. not have any co-operative life in¬ 
surance units. Further, if it is contem- 


THE resolution adopted by the Bangla 
Congress on October 7, expressing grave 
concern at the deterioration of law and 
order in West Bengal, is an indictment 
not so much of some of the constitu¬ 
ents of the United Front but of Mr 
Ajoy Mukherjee, the Chief Minister. 
The resolution revealed that intcr-party 
clashes, gheraos, forcible occupation of 
land, police inaction, indignities suffered 
by women, and the indifference of the 
administration had combined to create 
“a deep sense of insecurity and uncer¬ 
tainty among the people”. 

It is quite clear from this resolution 
that the Chief Minister has been rende¬ 
red practically powerless in the cabinet. 
Mr Ajoy Mukherjee has feecn unable to 
exercise effectively any of the important 
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plated to co-operatise and not 
nationalise the sugar industry, 
will those who urge such a course 
agree to wait until an impartial 
committee is set up to go into every 
aspect of the working of sugar co¬ 
operatives in the country and gives its 
findings? Notwithstanding the facade 
of fine achievements to the credit of 
sugar co-operatives, it seems to be be¬ 
coming painfully obvious that the 
resulting benefits do not percolate to 
all sections of the rural community as 
was made out and hoped for at one time. 

According to one reliable source, with 
complete knowledge and understanding 
of the working of sugar co-operatives, 
in some cases, only two per c^nt of the 
shareholders from the same family 
have been supplying 80 per c^nt 
of the cane to a co-operative sugar 
factory. If this had happened else¬ 
where, the cry of concentration 
of economic power would have 
rent the air ere now. So all is not that 
well even with the sugar co-operatives 
as yet. Let us, therefore, be patient, 
observe things more objectively and 
solve the problems of an important 
industry, which despite all its alleged 
ills, has only just begun to show promis¬ 
ing export potentialities. The country 
today requires such a pragmatic 
approach and only such an approach 
if it is to make any worthwhile 
economic headway. 


powers which, in a cabinet form of 
government, arc the right and the duty 
of the chief minister to perform. It is 
(rue, of course, that in a coalition govern¬ 
ment the chief minister enjoys fewer 
powers than in a single-party govern¬ 
ment. But in West Bengal the Chief 
Minister does not have even the mini¬ 
mum powers which the head of any go¬ 
vernment ought to have for performing 
its elementary duties of maintaining 
law and order. 

A cabinet government in a democracy 
is supposed to work on certain basic 
principles, such as joint responsibility, 
responsibility to the legislature and 
ascendancy of the chief minister. But 
the resolution of the Bangla Congress 
makes it clear that the United Front 
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cabinet has violated all these principles 
and is functioning in the most chaotic 
manner. 

The resolution refers to “police In¬ 
action". But what is more serious and 
disturbing is the Chief Minister’s 
inaction. 

When Mr Ajoy Mukherjee found that 
the cabinet was not functioning even 
with a minimum degree of discipline 
and unity, he should have taken drastic 
action either by resigning or by dis¬ 
missing the recalcitrant colleagues. 
But Mr Mukherjee is unable or unwill* 
ing to take any sucli action. Even after 
the Bangla Congress passed this resolu¬ 
tion under his chairmanship, he dec¬ 
lared that there was no prospect of the 
coalition collapsing and that it would 
conii luc. 

Ft is relevant to recall that when Mr 
Ajoy Mukherjee first formed tifq, UF 
government in 1967 he was confronted 
exactly with the same kind of situation 
as today. The statement he issued on 
October 15, 1967, closely resembles 
the resolution recently adopted by the 
Bangla Congress. Fn that historic state¬ 
ment he said, “lawlessness is raising its 
head in different parts of the state, dis¬ 
locating traffic, putting thousands of 
people into serious difficulties and great 
loss, interfering with the movei^ent 
of foodgrains and other essential com¬ 
modities, sometimes even leading to 
looting. Some political parties are found 
behind such lawlessness”. Mr Mukher- 
jec also said, “A wing of a political party 
is openly inviting China to help the party 
in bringing about an armed revolution 
starting in West Bengal. But unfortu¬ 
nately T got opposition in this matter 
even from some of my friends in the 
United Front.” Mr Mukherjee then 
threatened to resign and break the 
United Front but ultimately decided 
to continue on the assurance of good 
behaviour by the communists. 

The impotence of the Chief Minister 
is having inevitable impact on the 
state’s economic development. Mr 
Jyoti Basu, the Deputy Chief Minis¬ 
ter^ has claimed that under the UF 
rule, workers have made substantial 
gains especially in the jute, tea, engineer¬ 
ing and textile industries. Bui it is 
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premature ta jubilant about this 
adiievemcnt. The higher wages have 
been w>=6Sted from employers without 
any relevanoe or reference to the in¬ 
dustries* capacity to pay or the workers' 
productivity. 

These industries arc heavily export- 
oriented and their power to compete 
abroad has already been severely eroded 
by New Delhi’s indifference and in¬ 
action. Unless, therefore, immediate 
and effective measures arc adopted 
to provide some substantial relief to 
these industries especially jute and tea, 
their financial difficulties will become 
more acute. The UF government, 
therefore, ought to press the centre to 
modify its policies towards these indust¬ 
ries so that they will be able to meet 
the higher wage burden and also imple¬ 
ment speedily their schemes of moderni¬ 
sation and expansion. But when the 
Chief Minister himself pre.scnts a pathe¬ 
tic picture of helplessness in his own 
cabinet and his colleagues openly defy 
him and denigrate one another, what 
influence can West Bengal hope to exert 
in New Delhi cither at the political or 
the administrative level? 

Though thc=^ UF government may 
trumpet its achievement in getting more 
wages for workers in certain industries, 
it has been able to do practically noth¬ 
ing to tackle the colossal problem of 
unemployment. In fact, it has made the 
situlition much worse than what it 
was when it assumed office. It is futile 
to expect that the offer of fiscal or other 
incentives as given in such states as 
Maharashtra will enthuse entrepre¬ 
neurs in West Bengal. So long as the 
UF government continues to encourage 
gheraos and other forms of violence 
and indiscipline and the Chief Minister 
openly proclaims his powerlessness, 
there is little prospect of the economy 
of West Bengal showing any improve¬ 
ment. 

It is indeed shocking to find that al¬ 
though the Calcutta High Court has 
denounced gheraos and declared them 
as illegal and enlightened public opinion 
has also condemned them as uncivi¬ 
lised, the UF government not only 
tolerates but encourages this practice. 
Till i^ntly, only the company execu¬ 
tives were gheraoed but now their 
families are also subjected to this 
punishment. The other day the inmates 
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c»r the house of a well-known industria¬ 
list in Calcutta were gheraoed for 
several hours by the workers of a union 
whose president is the Labour Minister 
himself! 

“A government to be worth the name 
should represent both the employer and 
the employed and protect their rights 
impartially and in u manner which will 
be of the greatest assistance to national 
progress. For national progress what 
is required is the rapid industrialisation 
of the country; the modernisation of 
existing industries, the increase of pro- 


THE Tamil Nadu government has 
latterly shown great anxiety to improve 
the climate for promoting new indust¬ 
ries within its region as it is keen that 
the stagnant phase noticeable in the 
past three years should not be allowed 
to continue for long, in order to help 
the cotton textile industry out of its 
difficulties some concessions were an¬ 
nounced a few weeks back relating to a 
reduction in the surcharge on electricity 
rates, postponement of loan repay¬ 
ments, provision of working capital to 
sick, but viable, units and the like. 
The slate’s Industries Minister, Mr 
S. Madhavan, recently visited Maha¬ 
rashtra and Gujarat for having dis¬ 
cussions with leading industrialists in 
those states and encourage them to pro¬ 
mote new industries in the petro chemi¬ 
cal complex in Madras and elsewhere 
in Tamil Nadu. Already some Bombay 
and Delhi industries have decided to 
locate petrochemical units at a cost of 
over Rs 30 crores. But there arc still 
immense possibilities as the manufac¬ 
ture of pesticides, polythene, synthetic 
rubber and various other products 
can be easily undertaken. 

While there are indications that 
fresh support for new schemes will be 
forthcoming from a new class of entre¬ 
preneurs and the state government will 
be prepared to provide the necessary 
financial assistance and the petro¬ 
chemical complex too grow considerably 
in stature in a short period, the state 
government is keen that other industries 
too should be promoted and the central 
government should give its permission 
for starting many schemes on which 


tl9 

duction, the mcreaac of exports mi the 
increase of per capita eaitting, Thi^ 
can be achieved only in an atmosphere 
of peace and co-operation between 
labour and management*’. These ex¬ 
tracts arc not from the memorandum of 
a chamber of commerce but from the 
judgment delivered by the Chief Justice 
of the Calcutta High Court in Septem¬ 
ber, 1967. But so long as the UF 
cabinet continues to work in the pre¬ 
sent manner, it is impossible to create 
the right kind of atmosphere so essen¬ 
tial for the all round development of 
the state. 


considerable preliminary work has been 
already completed. The slate’s Chief 
Minister, Mr M. Karunanidhi andMr S. 
Madhavan, have already had discussions 
with the Prime Minister, Mrs Indira 
Gandhi, and the union Minister for 
Industrial Development and Company 
Affairs, Mr Fakhruddin AH Ahmed, 
about the necessity for giving sanction 
to some schemes which arc outside the 
Plan, but which are necessary for 
strengthening the regional industrial 
base and providing jobs for the educated 
unemployed. Besides, decisions have 
not been taken about an electronic 
project sponsored by Philips India and 
other schemes though the entrepreneurs 
concerned are prepared to implement 
them expeditiously. 

As a result of these discussions it is 
expected that the sugar industry will 
have a much larger capacity while the 
plans for locating a fertilizer plant in 
the Tuticorin area may take concrete 
shape in a short period. But while the 
undertakings in the public sector may 
implement some expansion schemes and 
the state government loo nuiy lake up 
some projects on its own, the latter 
is of the feeling that quick progress can 
be achieved only if the private sector was 
helped to think in new directions through 
fresh incentives. The Tamil Nadu 
Industrial Investment Corporation will, 
as hitherto, provide financial assistance 
in the form of loans and participation 
in the equity capital. Bui it is also re¬ 
cognised that there will have to be a 
rationalisation of electricity charges 
apart from the provision of such basic 
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facilities as developed land, assured 
water supply and efficient communi¬ 
cation facilities. 

The main complaint by those engaged 
in the power-intensive industries per¬ 
tains to the higli incidence of electri¬ 
city charges and the handicaps experi¬ 
enced by them in competing actively 
with their counterparts in other slates. 
Because of the prohibitive cost of 
power, the expansion schemes of heavy 
chemical units and aluminium pro¬ 
ducers were delayed and there is even 
a pending dispute between one of the 
heavy chemical units and the clcctricitv 
board regarding the arbitrary fixation 
of electricity charges for new schemes. 
It is now realised that without compe¬ 
titive power rates, the state cannot 
achieve the desired progress in the 
establishment of clectro-chcmical in¬ 
dustries. And yet it is mainly by using 
the vast resources in salt and the ex¬ 
ploitation of mineral resources that the 
region can hope to grow in stature. Ti 
is a recognition of this main handicap 
that was responsible for the appoint¬ 
ment of a wording group of experts to 
examine the tariff structure and re¬ 
commend concessions so that new in¬ 
dustries can be started easily. 

I he announcement made hy the 
<ialc government recently is a part of 
a big plan to improve the investment 
climate in the region. The new con¬ 
cessions in respect of electricity charges 
are intelligently conceived though it 
may be said that they will be helpful 
only for entirely new industries and 
will not be of much help to the exist¬ 
ing power-intensive industries. The 
offer of lower electricity charges 
for a period of five years to new units 
and the exemption from payment of 
tax oil electricity con.suniption for a 
similar period will be really attractive 
as a rebate of 331 per cent will be avail¬ 
able in the first three years and 20 and 
10 per cent in the fourth and fifth years, 
respectively. Hitherto concessional rales 
were available only for a period of 
three years, the rebate being to the 
extent of 20 percent. 

The backward areas foo will be given . 
special attention as the stale government 
has agreed to grant a rebate of 15 per 
cent over and above the concessions 
available for new industrial units gene¬ 


rally. The loss on this account would 
be borne by it. A novel approach is 
also being adopted for stimulating 
regional development through a .special 
rebate of 25 per cent in the Mettur area 
where large blocks of hydel power are 
available in the irrigation season. It 
lias been indicated that new industries 
will be eligible for this concession if they 
come up in this area because the Tamil 
Nadu Electricity Board will be able 
to effect economies of scale by reducing 
transmission losses. The working 
group has been asked to examine how 
the NeyveJi area can be developed with 
the grant of similar concessions. The 
foundries loo will be helped with 
act hoc measures while high-tension 
industrial consumers in the Madras 
thermal area will not be obliged to pay 
any lax on their energy consumption. 

A definite bid will also be made to build 
up loads ill the half-peak {periods by 
charging lower rales for iho'ic introduc¬ 
ing new third shifts. 

These moves will generally be wel¬ 
comed. Bui there will be preparedness 
on the part of new promoters to embark 
on their schemes only if it was known 
that over a period power will continue 
to be available on a competitive basis. 

It is agreed that the rebates now pro¬ 
posed will lower the cost of power to the 
levels prevailing in the neighbouring 
states of Mysore and Kerala. The 
main difficulty, however, relates to the 
warped character of tariff rates in the 
thermal and hydel areas. Big consu¬ 
mers in the Madras thermal area parti¬ 
cularly arc overburdened with the levy 
of heavy surcharges and fuel charges 
though thermal power generated in the 
region meets only partially their needs 
and supplies have to be drawn by the 
board from its hydel sources. 

The uncertainties about the competi¬ 
tiveness of power supplied by the Tamil 
Nadu Electricity Board and the warped 
character of the tariff structure can be 
eliminated only if the working group 
can examine the whole question dis¬ 
passionately and make bold recom¬ 
mendations. The main problem of the 
Tamil Nadu Electricity Board is not 
now so much of securing a satisfactory 
return on investment as in the ease of 
many other electricity boards, but of 
evolving a new structure of electricity 
charges if the heavy subsidies now being 


incurred on the supply of power for 
agricultural purposes has to bo continue 
cd. The board is suffering a loss of nine 
crores of rupee:^ annually on thia 
account and yet earning over Rs 52 
crores on the sale of power. The state 
government too benefits in a big way 
through the levy of taxes on electricity 
consumption on a differential basis. 

The experts admit that the Cumulative 
effect of the subsidies in taxes has been 
to inflate electricity charges and domestic 
and industrial consumers arc necessarily 
penalised in the process. It has been 
.suggested that the loss on subsidies 
for agricultural 'purposes should be 
reduced to some extent by the state 
government out of the proceeds it 
realises through taxes and that over a 
period these subsidies should be eli¬ 
minated altogether. Unless this ap¬ 
proach is adopted the electricity board 
cannot rationalise electricity charges 
on a realistic basis and provide the 
necessary attraction for power-intensive 
industries. 

The board is actually faced with 
the prospect of highcY costs of genera¬ 
tion as it will be generating large quan¬ 
tities of high-cost power from the 
Ennore Thermal Station which will 
have a capacity of 440 mW in the 
current Plan period. As between Ney- 
veli and Ennore there will be a thermal 
content of 50 per cent in total power 
generated, the cost of subsidies for 
agricultural purposes will become pro¬ 
hibitive especially as it is proposed that 
50,000 pump-sets should be energised 
additionally every year and it is estima¬ 
ted that by the end of the fourth Plan 
there will be over 6 5 lakh pump-sets 
in operation. 

The working group should, therefore, 
examine carefully the various aspects 
and take also into account the special 
difficulties of the state electricity boards. 

If it is recognised that the incidence 
of the electricity bill is uneven and the 
boards’ finances can be improved even 
with a streamlining of electricity charges 
with the elimthation of heavy subsidies 
there will be no difficulty in arriving at 
decisions which will be helpful to the 
Tamil Nadu government in achieving 
its objective of faster growth in sophis* 
ticated and specialised sectors of in¬ 
dustry. 
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almost any kind 


We are equipped to design and 
manufacture almost any kind of 
electrical drive for industries. 
The range of our motors and 
contmigear covers: 

it A.C. induction and synchro* 
nous motors from 200 HP and 
above 

it O.C. motors and generators 
from 20KWto5000KW 

it Complete controi schemes 
for any appiication involving 
A.C. and D.C. machines utilising 
contactors, direct on line, 
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HEAVY ELECTRICALS 
(INDIA) LIMITED 
BHOPAL 

V '(A Government of India Undertaking) 



resistance or liquid rotor star¬ 
ters, controllers etc., closed 
loop controls with static excita¬ 
tion systems with magetic 
amplifiers, thyristors etc. 

For country’s Power & industry. 
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Did you help, 
provide a roof 
for this family? 



Yes, you did, through 
your Lie policy! 


Thousands of people all over the 
country live in houses built with the help 
of Lie funds. Funds of which your 
premiums form a part. 

Lie has till now given crores of rupees 
in loans for housing schemes—taking 
concrete steps to build more houses, 
each building providing homes for 
many families. This is only one of 
its many Social Welfare Schemes. 

When you take an Lie policy, you not 
only gain security but join hands in 
a vast endeavour for mutual benefit. 

Lie assists through the following 
housing schemes: 


(1) Schemes for grant of loans on 
mortgage of Immovable Properties. 

(2) “Own Your Home” Scheme. 
v3) Scheme for financing of 
Co-operative Housing Societies formed 
by the Employees of LIC. 

(4) Scheme for giant of loans to 
Individual Employees of the LIC for 
'construction of their houses. 

(5) Scheme for grant of loans to Public 
Limited Companies for purposes of 
Housing Schemes of their employees. 

(6) Scheme for loans to Co-op. Housing 
Societies of employees of Public Limited 
Companies for construction of nouses. 


LIC ^Your companion in progress 


Atl»/LlC/Z-0 7 
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KERAU CONTINUES TO BE BACKWARD 

K.K.G- NAMBIAR 


POLITICAL instability, strife in industrial 
relations and deficiency in natural resources 
continue to hamper Kerala's industrial 
development. The position might worsen 
unless the state government adopts a realis¬ 
tic industrial and economic policy to 
attract private investment to the maxi¬ 
mum extent. This is imperative since the 
financial resources of the state government 
are limited and also there is a limit to 
the central investment in Kerala alone. 

These arc sharply brought out in a study 
on Kerala’s industrial programme during 
the fourth Plan by the National Council 
of Applied Economic Research (NCAER) 
which has suggested an investment of the 
order of Rs 77.35 crores in the state’s 
industrial sector during the fourth Plan 
against Rs 400 crores desired by the state 
government. The NCAER does not 
consider as rational the state government’s 
claim for a larger share of centre’s invest¬ 
ment on the basis of Kerala’s population. 

Lack of Mo mentum 

Lack of momentum in Kerala’s industrial 
development which has been conspicuous by 
its absence—unlike in other parts of the 
country—continued in the third Plan also. 
While there was substantial increase in 
the central and state investment, the private 
sector investment was disappointingly 
low, accentuating the state’s industrial 
and economic backwardness. . The in¬ 
crease in the state’s per capita income 
between 1960-61 and 1965-66 was hardly 
5 per cent. As against the all-India per- 
capita income of Rs 385 by the end of the 
third Plan, Kerala’s was only Rs 266.56. 

Since the investment in the industrial 
sector during the fourth Plan can be only 
a small fraction of what the state govern¬ 
ment has envisaged, the spurt in industrial 
activities during the fourth Plan would 
also be far less. An income of only 
Rs 32.69 crores is envisaged from the 
industrial sector by the end of the fourth 
Plan and this too subject to the correct 
and full implementation of the different 
indostriaf programmes suggested during 
the Plan period. Out of this, the small- 


scale industries top the list with Rs 10 
crores. 

The structure of manufacturing industries 
in Kerala has been predominantly small- 
scale oriented so far and this position is 
likely to continue unless deliberate attempts 
are made to set up a few major large-scale 
units. Even in respect of the small -scale 
sector, according to the 1961 census, 31 per 
cent of the manufacturing units arc single¬ 
man operated, and 91 per cent of the state’s 
industrial unit? did not use pt^wer against 
66 per cent for the country as a whole. 
The composition of the small-scale indus¬ 
tries in the state is predominantly tradi¬ 
tional and agro-based. Various efforts 
made by the state Directorate of Industries 
in recent years to lay a base for the deve¬ 
lopment of modern small industries have 
not made much headway. Although 
during the past five yeais a number of units 
producing light engineering goods, plastic 
goods, chemicals, varnishes etc., have 
sprung up, in comparison with other states, 
especially the neighbouring states such as 
Tamil Nadu and Mysore, modern small- 
scale industries in Kerala arc hardly deve¬ 
loped. For instance, the engineering 
industry (mctal-bascd) and chemical indus¬ 
tries together accounted for only less than 
1.5 per cent of the employment. The 
value of output from the modern small- 
scale industries in 1968-69 was Rs 10.50 
crores which is expected to rise to Rs 18 
crores in 1973-74. 

Central Apathy 

Since Kerala is deficient in mineral 
resources, it may not be possible to develop 
large basic metal and other mineral-based 
industries. However, it was possible both 
for the private sector and llic centre to 
set up more non-rcscnirce-based industries 
which would have greatly reduced the 
state's industrial backwardness. Unfor¬ 
tunately, this has not happened. During 
the first Plan, not a single industrial unit 
in the state was set up by the centre! In 
the second Plan, while the central invest¬ 
ment in the public sector was of the order 
of Rs 770 crores, Kerala’s share was a 
mere Rs 79 'lakhs! In the third Plan, 


against a promise of six major industrial 
projects, totalling Rs 71 crores, only three 
were completed and a project costing 
Rs 10 crores was abandoned. 

Such a step-motherly treatment by the 
Government of India has given birth to a 
feeling that Kerala has been discriminated. 
It is true that the continued political instabi¬ 
lity and communist domination of the state 
hardly encouraged the private sector as 
also the centre to increase the tempo of 
their investment in Kerala, but such inertia 
and indilTerence have been used by the 
communists to consolidate their position 
and capture political pov^cr in the state. 
Unemployment resulting from the stale’s 
industrial backwardness has led to frus¬ 
tration and bitterness amongst the state’s 
educated young which has helped the 
communists. But there i.s no sense crying 
over spilt milk now. Everyone concerned 
should concentrate on ways and means to 
lift the state from ils industrial backward¬ 
ness and ecom>inic .stagnation. 

Ideological Obsession 

I'he sine qua nott for the stale's industrial 
development is the creation of a right type 
of climate that will persuade the private 
sector as also the centre to invest in 
Kerala in a bigw'ay. Here the state govern¬ 
ment, whatever may be its ideological 
obsession and commitment, should be 
realistic enough to do away with ideology 
for the sake of the state’s economic pro* 
perity. If some of the Marxist 
leaders believe that by keeping the stale 
industrially backward and creating more 
and more unemployment and pi)verly, 
they would be making the state’s soil 
fertile for the growth of conununism, 
then the stale can leap forward only in 
poverty and stagnation. 

It is necessary for the state government 
to encourage an atmosphere favoinablc 
to greater economic activity in the slate 
through a realistic, constructive and 
effective industrial and labour policy. 
Today, the major obstacle to the state’s 
industrialisation comes from the stale 
government’s open suspicion and 
hat redness towards the private secAor. 
The state government's support to strikes 
and gheraos has made the labour class 
militant and intransigent which really 
scare away the 4 investing class. Not 
content with those, the Marxists have been 
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openly talking of expropriation of the 
central establishment as if the govern¬ 
ment in New Delhi is an alien power. 
This purely dogmatic approach has to 
give place to real'Sin and pragmatism if 
the Mato desires to make economic 
progress. The state government has 
to emulate other states which arc 
now extending a number of attractive 
faciJilie.s and assistance to those who 
would invest in their respective stales. In 
fact, there is virtually a competition amon¬ 
gst various stale governments in introduc¬ 
ing liberal inccnti\e schemes to attract new 
entrepreneurs. 

Once the govennnent builds a right 
type of investment climate and gives a 
llrm evidence to preserve it, the task of 
attracting entrepreneurs may not prove to 
be Kerciilian. The private enterprise, 
given incentives and encouragement, can 
do a good job in Kerala. While the de¬ 
ficiency in mineral resources may not 
enthuse the private sector to develop basic 
metal and mineral-based industries it 
can initiate a numlxir of agro and forest- 
based industries. 

Tremendous Scope 

Among the agro-based industries, coir, 
cashew, textile industry and oil crushing 
mills arc the most important in 
the state. While these industries 
arc fairly well-developed, there is a tre¬ 
mendous scope for making larger invest¬ 
ment in them for expansion as also for 
modernisation. Investment in these in¬ 
dustries arc boimd to be profitable since 
they have vast export potential. Scope 
for setting up units for fruit and vegetable 
pre.scrvalion, vegetable and banana, 
dehydration, soap and cosmetic, rubber 
industries, confectionery and so on do 
exist. 

Abimdancc of timber and good 
varieties of wt>od ofler scope for setting 
up plywood, hardboard, chipbord, and 
match factories and furniture manufacture. 
Availability of bamboo should be an in¬ 
ducement to set up more paper and rayon- 
pulp industries which have not been suffi¬ 
ciently developed yet. Kerala’s rich fish 
and sea weed resources provide scope for 
setting up fish-based industries. A bold 
initiative to set up a number of export- 
oric*ntcd industries for*w'hich the state is 
ideal can cure much of Kerala's economic 


ills and can also earn more foreign 
exchange for the country. 

Availability of such minerals as China- 
clay, tile-clay, silimunite and zircon etc. 
is conducive to setting up more and more 
glass, ceramic, refractory and tile industry. 
In exploiting the scarce mineral resources 
of the state and locating new ones, the 
centre can play a ver>’ luscful role. 
Some time back the discovery of oil 
along the coastal regions in the state 
was announced. If so. the centre should 
do everything it can to exploit this impor¬ 
tant resource which will usher in an era 
of prosperity in the state. The centre 
should also set up a few major industrial 
units in the slate which will go a long way 


in assuaging the feeling in the state that., 
after 20 years of planning, industrialisation 
in Kerala is yet to gain any appreciable 
momentum. 

The main responsibility for the states*^ 
industrialisation rests with the state govern¬ 
ment. How far the private sector and 
also the centre take interest in Kerala’s 
industrial development will depend on how 
sensible and pragmatic are the economic, 
industrial and labour policies of the state 
government. The state government can¬ 
not blame the centre or the private sector 
for neglecting the state’S industrial deve¬ 
lopment, if it neglects its own primary 
duties and responsibilitie.s. 


Fourth Plan Needs Reformulation 

GOPAL BHARGAVA 


THE fourth Plan is designed in accordance 
with expenditure outlay, in the same pattern 
as the preceding plans were formulated. 
However, the fourth Plan differs from 
the previous plans in one respect, 
ft is oriented towards the objective 
of “growth with stability” and for 
the attainment of “balanced regional 
development”. It is surprising to note 
that the fourth Plan has not been oriented 
to find means as to how price and thereof 
the growth with stability w ithin the econo¬ 
mic variables can be achieved in its func¬ 
tional relationship to the pattern of invest¬ 
ment, saving, production and consiunption. 
Regarding “balanced regional develop¬ 
ment”, the area-wise planning approach 
of different states’ developmental considera¬ 
tions in terms of provisions of infra.struc- 
tural and socio-economic amenities has 
not been considered. 

Expenditure-Outlay Plan 

Moreover, the draft fourth Plan, has 
not assessed in a comprehensive manner 
the states* resources as the National Deve¬ 
lopment Council had desired the Planning 
Commission to do. Therefore, as such the 
draft fourth Plan is not a production-cum- 
income-oriented plan, but only an expendi¬ 
ture-outlay plan. It means that the fourth 
Plan is highly tuned to an ambitious ex¬ 
penditure-outlay and docs not ensure the 
sufficient generating capacity of domestic 
resources to achieve the object of growth 
with stability. 

However, the Plan gives a figurative 
indication as to the amount 6f the financial 


outlay and not the income-generatiSg 
prospects. It should have been able to 
indicate, for example, as to what shall be 
the stales’ outlay and its production and 
income and its corresponding prospects. 
Tluis, if the Plan, docs not direct 
the generation of resources from within 
the different states, it will not be 
able to achieve the economic function of 
growth. 

Mobilization of Rosourcas 

An estimate of mobilisation of resources^ 
surprisingly, has not been made in the 
course of the preparation of the draft 
fourth Plan. If the fourth Plan has to be 
oriented to realise growth with 
stability objective, then it has to generate 
its domestic resources from within the 
different slates. 

The Planning Commission, while pre¬ 
paring the final fourth Plan should ask 
the states, the specification of the purpose 
for which it requires the finances. The 
states should be asked to spell its expendi¬ 
ture programmes during the plan period. 
After the necessary information is attained* 
the Planning Commission should calculate 
the cost-benifit relationship while imple¬ 
menting the various socio-economic pro¬ 
grammes within the different states. It 
should be done on an inter-state functional 
relationship of flow of resources movement 
so as to to have one unit of production and 
distribution centre. In accordance with 
this and on the production and income-^ 
generating basis the allocation of financial 



October 31, 1969 


EASTERN ECONOMIST 


825 


resources to different' states in the fourth 
Plt^ti has to be formulated. 

For the 0(>tfmtim utilisation of states' 
Hnances, there is an imperative need to 
ticrutinisc the flow of resources in 
the process of its usage. In the pa^i 
three Plans, the public sector has not been 
functioning cflicienlly for maximising pro¬ 
duction. Nobody has been held res¬ 
ponsible for it. In the fourth Plan, res¬ 
ponsibility for mismanagement and in- 
•efflciency in public sector must be squarely 
rested on someone. The workers must 
be given incentive bonus for higher yields 
■of protliiction over and above their regular 
wages. 

During the last three Plans, there . 
was mismanagement and leakages in 
tmances in the public sector undertakings. 
Thus, (he plans failed to achieve their 
targets. To check such malpractices the 
fourth Plan should appoint a public sector 
undertaking committee for scrutinising 
their financial requirements in relation to 
their production yield. Such periodic 
scrutiny would check the leakages and 
malpractices and the public sector under¬ 
takings would run on the basis ofwork- 
incenlivcs for maximising production. 
For making the public sector’s working 
efficient, the top management personnel 
should not be made transferable in a short 
period and responsibility must be thrust 
upon them for increasing production and 
efficiency. 

The fourth Plan calls for a policy of 
decentralisation of industries from urban 
core areas to the j^criphery and small town 
areas. By doing so, the fourth Plan would 
be able to achieve the targeted ob.icctivc of 
'’balanced regional development” and 
thereby effective spatial economic .planning 
would ensure a high degree of mobilisation 
of domestic resources. 

Ambitlout Outlay—An Illusion 

There is an illusion in our planning, 
that more the expenditure outlay, more 
shall be the achievement prospects towards 
an accelerated pace of economic develop¬ 
ment. In the first three Plans the pumping 
of investment outlay without efficient pro¬ 
duction operation, led the economy to 
devaluation, inflation and recession. 

In the fourth Plan, out of a total invest¬ 
ment of Rs 22,250 crores, more than 
Rs 12,250 crores is proposed to be spent 


. on public sector, more than 50 per cent 
in its figurative involvements. If the Plan 
has to be made a success in enabling it to 
achieve its cherished objective of growth 
with sUbility then the public sector needs 
an efficient techno-administrati\c set up. 
However, if the public sector allocation is 
increased in the fourth Plan, it w'oiild give 
rise to inflation and instability in the 
economy. 

Lot our plans have sniill financial outlay 
and thereby chock inflation and instability. 
Too big a financial outlay in our plans 
has stimulated the inflation and has given 
rise to corruption. 

The fourth Plan must also aim at re¬ 
ducing the income and price disparities. 
Otherwise, the inhabitants of low-incomc 
areas would migrate to high-income areas 
and this would create u haphazard growth 
of per capita infrastructural and socio¬ 
economic facilities. Thus, the Plan should 
evolve a policy and an approach to deve¬ 
lopmental prospects for the backward 
areas by providing concessions and market 
opportunities to industrialists. 

S«lf*Suttaln«d Growth 

If the.fourth Plan is to lead the national 
economy towards self-sustained growth, 
(hen there is an imperative need to stubili.se 
prices, check inflation and give suitable 
incentives to investors to industrialise (he 
backward regions. The plan has to be re¬ 
oriented with a bias in favour of (he agri¬ 
cultural sector. The farmers have to be 
educated to avail the .services of co-opera¬ 
tives which, in turn, should take up all 
the productive activities that build up the 
village economy. 

The moral standards of the people 
should be improved through social educa¬ 
tion, without which the plan cannot be 
made a success. There is imperative 
need to curb hoarding and blackmarkcting 
which are a great nuisance to the society. 
For this there is need for a social reaw^aken- 
ing. 

The fourth Plan economic philosophy 
should be such that it should yield at least 
sufficient return on the total investment 
in the very first year by mobilising the agro¬ 
industrial sector to the fullest. In the 
second year, the additional marginal invest¬ 
ment should yield still more marginal 
production in respect to total investment. 
This is the best economic proposition 
which can be adopted for the Plan in the 


course of allocating financiaf jn^estible 
resources during project Valuation. 
The emphasis should be on making it 
a production-oriented plan; in reality 
to enhance the rate of capital formation. 

Dumping too much money in the .stream 
of productive activities of the Plans results 
in a drain in the resources by way of 
corruption. The strategy of investment, 
during ihc fourth Plan, should be such 
that every rupee spent brings about a 
corresponding increase in material pio- 
duction. Otherwise, the gap between in¬ 
vestment and production will aggravate 
inflation and recession not only during 
this Plan )>eriod but also in subsequent 
Plans. 

Implementation of Plan 

I he effective implementation of the Plan 
requires an efficient administrative and 
distribution machinery to check mal¬ 
practices iq the flow of money. The 
resource-distribution should be strictly 
regulated in terms of raw' material, man¬ 
power as well as scientific and technological 
know-how. 

A regional approach should be adopted 
in planning national projects. It has been 
observed in many cases that the maximum 
social benefits are not achieved mainly 
because planning is confined to individual 
states. As a result, the cost-optimal 
approach cannot spread over an area vast 
enough to have an impact of its benefits. 
If a project comes up in say, Bihar, it 
should also benefit the people of Uttar 
Pradesh, provided it has the potential 
commutation range possibilities.. 

Projects must be planned with a view to 
minimising cost and maximising .s(KiaI 
benefits. This is feasible only when the 
different stales have an integrated approach 
to planning. The movemmt of resources 
from one state to another should be com¬ 
pletely free, and the production centres 
should have good transport facilities. 
There should be joint consultations bclwwn 
the different states for integrated^program- 
mis involving more than one state in 
the muter of resource ^ mobilisation 
etc. 

A project in one state can be a medium 
of output for a project in another state. 
This intcr-dcpcndcncc and inter-relation- 
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sihip cun have justification for locating the 
projects in different states so that a larger 
population can share the benefits. Thus, 
cosl-lK'ncfit of different projects has to be 
based on a comprehensive study 

for making the best use of finances for the 
maximum attainments of the socio-econo¬ 
mic provisions opporlunitics for the 

welfare of masses. 

The v\orkability of the fourth Plan 
schemes have to lie framed in such a manner 
that different states can function as oik* 
production and distribution centre of 
market to meet the requirements of the 
regional and the national community. 
During the course of the three Plans, it 
lias been observed, regional planning, in 
different states in terms of formulating a 
composite homogenous plan unit, has not 
liecn practised. There was concentrated 
planned efforts in the three Plans foi 
the developmental emphasis in certain 
urban core areas of the different stales, 
whereas the periphery, the sin ill towns 
and rural areas were not given the sam^ 
priority of infrastructural and socio¬ 
economic developmental opportunities a.s 
was the former 

Excestiv* Urbanisation 

The fourth Plan should not emphasise 
on excessive urbanisation, but instead 
the rural economy shouki be gcarcvi 
by developing in particular the economically 
viable small towns which can eater to the 
needs of the adjoining villages. In the 
thi*ce Plans there was urban concentrated 
cmployni:nt opportunities leading to 
largc-s:alc migration of villagcis and smill 
town inhabitants. The Plan should speak 
of balanced regional development by 
developing the periphery, rural and small 
town areas to optimum levels of develop¬ 
mental prospects at par with urban areas 
m terms of per capita incom:, cmokiymcnl 
pro-pecis, cduc.Uion and m‘dical facilities. 

(n this connection it is iinperalivc that 
the Plan should evolve legal nicasuics 
to check the haphazard growth of cities, 
towns and villages. Therefore, the foiirth 
Plan should direct that govcrmnciu ofliccs. 
industries and other socio-economic aeti 
vilics should be shifted from urban conges¬ 
ted areas to the polcnlial growing areas 
of small towns and viable villages. 

In the three Plarvs, there was one-sided 
industrial-cum-urban growth; now the 
fou'ih Plan should concentrate on the 
development of agro-industrial integrated 
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sectoral rural-urban approach of planning. 
The small towns and central villages have 
to become, the production-oriented agro¬ 
industrial centres to absorb the rural 
surplus manpower. In the course of the 
Plan, marketable and exportable surplus is 
ptissiblc only by the planned development 
of the technological, scientific know-how' 
with efficient administrative set up in the 
agro-industrial centres of small towns and 
central villages 

Economic Stability 

It has been observed during the three 
Plan periods, that economic stability coiikl 
not be ensured due to the ambitious pro¬ 
gramme of industrialisation and urbanisa¬ 
tion. i'hus, it becomes imperative in the 
fourth Plan pcricxl to emphasise the agro¬ 
industrial development in small towns and 
central villages to achieve balanced regional 
dcvcIopinCiit, wlicrcin “growth with 
stability" objective can be realised 

In the puM. certain states have remained 
backward due to paucity of finance for 
developmental purposes. The rccommenda- 
mendation of the Fifth Finance C ommis- 
sion for allocating central aid U> sUilcs. 


OKL of the essentials of fcdcrali.sm is that 
the functions and lesources are distributed 
among the different layers of government 
This division should be based on cfticiency 
considerations and scientific principles so 
that federal government is assigned those 
functions and resources which it can per- 
fomi most satisfactorily and the federating 
units discharge those functions and raise 
resources for which they arc best suited. 
However, such an arrangement, in most 
federations, has created the problem of 
‘fiscal gap’ for the constituent units and 
there has been a non-correspoiidencc in 
their functions and resources. The federal 
government, except in war time and such 
emergencies, has relatively clastic sources 
of revenue and inexpansive functions 
whereas the states have to discharge those 
functions - the demand for which is in¬ 
creasing rapidly - but have relatively in¬ 
elastic sources of revenue. 

The problem in our counti^ has become 
still more complicated due to certain new 
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on tK>pulation and taxable capacity ba$is» 
would help in fulfilling the development 
needs of the different states. An assess¬ 
ment has to be inidc of the potential 
resources for developing an effective infra¬ 
structural and socio-economic base which 
could generate a high rate of capital for¬ 
ma t ion. If the slates have no develop¬ 
mental programmes for utilising the cen¬ 
tral grants-in-aid, cvcntualJy there is the 
great possibility of the central grant being 
exposed to leakages, malpractices and 
misal local ion. 

An authority must be established in the 
fourth Plan, which could have u periodic 
scrutiny of the central mU to the differ¬ 
ent states' programmes. It would check 
Icakiigc.s, malpractices and tlic misalloca- 
^ion of the financial resources. By doing 
so, there would be the fullest utilisation of 
central financial aid in the different states 
during the course of the fourth Plan and 
thereby it i.s possible to achieve an effective 
economic progress of the devclopmgn- 
tal plan schemes. Only then can the 
fourth Plan he able to achieve its 
objective of grow th w ith stability and balan¬ 
ced regional development. In this way alone 
economic prosperity can be’visualised. 


dcvelopmcnis such as the growth of big 
businesses and industrial development. 
The Fifth Finance Commission rightly 
emphasised that “Recent technical-econo¬ 
mic developments leading to integration 
of the national economy have, however, 
resulted in an effective centralisation of a 
number of more productive taxes.”' 
Besides, if the .state governments do not 
exploit their resources effectively and 
indulge in Tinancial indiscipline’ the baric 
objectives of a federal structure will be 
defeated. 

The stales need more resources and it is 
unanimously accepted that there is ample 
scope for slates to raise additional resour¬ 
ces. The Fifth Finance Commission was 
asked to recommend “the scope for 
raising additional revenue by the various 
state governments from the sources of 
revenue available to them.”* The Com¬ 
mission has indicated the areas where the 
states can lay their hands for raising addi¬ 
tional resources. The Commission has 
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omphasised that there are wide variations 
in the per capita tax revenue of diflfeient 
states and they vary from Rs t2 in Bihar 
and Orissa to approximately Rs 37 in 
Maharashtra and Put^ab. The percentages 
of tax revenue to the state income also 
differ widely but it is heartening to note 
that these percentages are widely different 
even among states with a simitar level of 
per capita income. For instance. Maha¬ 
rashtra and Punjab raise approximately 
8 per cent of their incomes as tax revenues 
whereas West Bengal with a similar indus-. 
trial base as Maharashtra raises nearly 

per cent. It would, therefore be possible 
for many states, as the Commission em¬ 
phasised, “to raise larger resources by 
studying the tax systems and the rates 
adopted by the more highly-taxed states 
in their own income groups.”® 

The Commission has underlined the 
urgent need to raise additional resources 
from the agricultural sector and has argued 
in favour of an “appropriate tax policy 
for Indian agriculture”. The agriculturists 
.are subject to two direct taxes only, namely 
land revenue and agricultural income-tax 
but the burden of these taxes on the agri- 
•cultiu-ists has deejined steeply due to the 
ioeUiStic structure of land revenue and 
inadequate taxation of >the farm incomes. 
On the other hand, the agriculturists have 
benefited due to increase in income on 
account of rising prices of agricultural 
products and growing productivity of 
land. The agriculturists have also bene- 
litcd due to our agriculture-oriented plan¬ 
ning. The Commission rightly slated that 
the contribution of land revenue and agri¬ 
cultural income to states* tax revenue 
“cannot be considered prima fade to be 
very satisfactory.”* 

Inequality of Taxation 

The inadequate taxation of the rural ^ 
^tor had disturbed the equity in taxation 
between the agricultural and the non- 
ugricultural sectors. Accordingly, the 
Commission came to the conclusion that, 
'“In spite of the general applicability of 
land taxes to all land-holders, the total 
revenues in all states were only t. 3 per cent 
of the agricultural income as compared 
with personal income-tax on non-agricul- 
tural income which amounted to 2.5 
per cent.”® While the income of the 
urban sector is subject to a highly progres¬ 
sive income-tax, the agricultural income 
is subject to taxes which are not related 
to Income, price or output. Hence, “direct 
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taxation on agriculturists so far is thus 
out of accord with modem concepts of 
progressivlty.”® Regarding the indirect 
taxation of the agricultural sector the 
CommtSHion emphasised that “the agri¬ 
cultural sector naturally pays less per capita 
as indirect taxes than the non-agricultural 
sector, in which per capita incomes arc 
relatively higher, but the same expenditure 
group in the rural •’cctor also pays less than 
their counterparts in urban areas.”*? 

None would dispute the fact, as the 
Commission also concluded, that “the 
agricultural sector is now definitely under- 
taxed. And as agricultural incomes grow, 
the disparity will become even more pro¬ 
nounced.’*® The ways must be devised 
and the states should take adequate steps 
to raise more resources from the agricul¬ 
turists without further delay. The Fifth 
Finance Commission has expressed its 
opinion in favour of levying an effective 
incomo-tux and has suggested that, “a 
single income-tax levied both on agricul¬ 
tural and non-agricultural incomes will 
have the advantage of a unified system, 
leaving no scope for evasion by showing 
greater income under less taxed or non- 
taxed sections, it will also be in line with 
the practice of other advanced countries 
of the world,”® 

Constitutional Difficulty 

The Taxation Enquiry Commission 
(1953-54) had also suggested to merge 
agricultural income with non-agriailtural 
income and levy one income-tax but there 
is the constitutional difficulty as the agri¬ 
cultural income-tax is a state subject and 
the states may not agree for the proposed 
change because they may consider it as 
an encroachment on their fiscal autonomy. 
Our experience regarding the additional 
duties of excise in place of sales lax oo 
sugar, tobacco and cotton textiles amply 
justifies the fact that the states would not 
like to pass on their right of taxation 
regarding agricultural income to the union 
government, though it may be fruitful to 
them, ft is for this reason that the Fifth 
Finance Commission has proposed to 
maintain the status quo regarding the 
additional duties of excise. 

In order to raise adequate revenue from 
agricultural income-tax, the states must 
agree to the recommendation of the Com¬ 
mission that ‘*for the purpose of deter¬ 
mining the rate of assessment on such 
income, the total income of the assessee 
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including the non-agricultural income is 
taken into account.’’^® It would hcln the 
states in raising larger resources and would 
not endanger their fiscal autonomy. Se¬ 
condly. the exemption limit of this lax 
in different states should be suitably modi¬ 
fied. For instance, in Maharashtra the 
exemption limit is as high as Rs 36,000. 
Thirdly, it should be introduced in such 
major states as Gujarat, Andhra Pradesh, 
Madhya Pradesh, Haryana and Punjab 
that do not levy it at present. 

Surcharge on Land Ravanua 

Land revenue has lost its fiscal importance 
and if suitable steps arc not taken its im¬ 
portance will tend to diminish. It may 
not be possible for the state governments 
to raise the rates of land revenue because 
of their past settlements with the agri¬ 
culturists. However, a surcharge on land 
revenue, at least on the large/prosperous 
land-hoJders, can be imposed on a sliding 
scale without much difficulty. The Taxa¬ 
tion Enquiry Committees of UP and 
Bihar have also expressed their opinion in 
its favour. However, we may sound the 
caution here that unless a uniform policy 
(s followed by all the states the Imsic objective 
of this proposal, namely to raise more 
resources from the hetfer-off sections of 
the farminft population, would be very much 
defeated. The state governments have a 
direct touch with the agriculturists and 
under the present democratic set up none 
of them wants to be unpopular. Hence a 
uniform policy should be adopted by all 
of them so that none gets an upper hand 
over the other states. 

The union Finance Minister has already 
proposed an agricultural wealth tax from 
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the asscssmcnl year 1970-71 to yield Rs 5 
crorcs per annum. Il is now for the stales 
that they must learn a lesson from il. 

Betterment levies and cess on com¬ 
mercial crops arc another sphere of tuxinf; 
the rural population from where the slates 
can raise additional resources and they 
must consider the proposal seriously. The 
agriculturists have gained substantially 
as a result of improvement in irrigation 
facilities and rising prices of commercial 
crops. The slate would be justified in 
taking a part of the benefit from agricul¬ 
turists. 

The state governments should examine 
the policy of prohibition and they should 
be pursued to realise, as the Fifth Finance 
<\inimission stated, “if it is serving its 
real purpose.’' The cxj’iericncc of the 
slate governments has been that they have 
lost revenue as u result of the policy of 
prohibition without bringing about a 
siK'ial reform. In fact, eases of illicit 
distitlution and drinking habit i.s on the 
increase. This hict has been confirmed 
by various commiuecs in many reports 
from time to time, ft would be better 
late than never if the state governments 
still retrace their steps in the matter of 
prohibition. 

Memvy Loisas 

The state governments have been incur¬ 
ring heavy losses on irrigation projects and 
the loss in the first three years of the third 
Plan was estimated at Rs 30 crores pei 
annum. The stales must suitably modify 
their siiucture of water rales so that they 
may, at letist, not incur lo.s.scs on thc.‘c 
projects. They must al^o try to minimise 
the working expenses of irrigation projects 
without impairing their etTicicnev. 

The states' electricity schemes also cons¬ 
titute a net charge on their reveniie.s. Most 
of the slates' electricity boards have been 
incurring losses and the rate of return has 
been too inadequate on I he capital invested 
by them. The states' electricity boards 
should suitably modify their electricity tar- 
rilf structure and improve their cificiency 
by reducing working expenses. However, 
It should be kept in view that ary upward 
revision of electricity rates docs not affect 
adversely the industrial and agricultural 
production. We think that there i.s scope 
to raise, preferably on a sliding scale, the 
late of electricity consumed lor domestic 


purposes so that its burden falls on the 
relatively well-to-do sections of the society 
who consume more electricity. 

Almost all the state governments have 
entered the field of road tran.sport. 
They have been losing a considerable 
amount of revenue as a result of leakages, 
especially in city bus service. It may be 
fruitful to give more powers to traffic 
inspectors who should frequently make 
ou the spot checkings. Strict action should 
be taken against them if eases of evasion 
arc delected. The working expenses of 
government bus service have increased 
rapidly during recent years and there is 
need to reduce them by improvement in 
efficiency. Howcvci the state governments 
should not nationalise goods transport, 
nor should they enter this field at present, 
when they are beset with many financial 
striiigciiciev 

Private Enterprise 

The states should utilise their scarce 
resources in projects which arc of national 
importance but where private enterprise 
is not forthcoming. The Motor Vehicles 
f’axaiioii Enquiiy Committee 0950) had 
rightly recommended that, ‘*thc stales 
should not attempt any large-scale deve¬ 
lopment on the road haulage business. 
Private enterprise is forthcoming for road 
haulage business and therefore, the slates 
can merely regulate its working to ensure 
economical rates of transport and 
development of road transpi>rt in the 
interest of the slates so that the farmer 


The Consumers' Council has come and 
gone. I Is second session was held here 
early this week The general opinion is 
ihai the Council is not fulfilling any useful 
purpose. The Civil Supplies Department 
puls out a stulcnienl of how its control 
measures are functioning but the members 
of the Council are not in a position to 
^how from experience how the controls 
arc proving disastrous to trade and ruin¬ 
ous to consumers. Perhaps the remedy 
tics in having regional consumers* councils 
consisting not of men and women drawn 
from the upper layer of society but from 
the middle, lower middle and poor classes. 


is able to market his produce at cheaper 
cost. 

The stale govcrnraenis have invested 
substantial amount in various industriaf 
projects, 11 is often found that most of 
them have been running at losses. The 
working of such projects should be exami¬ 
ned and steps should be taken to improve 
their efficiency by reducing their working 
expenses, fn my opinion the stategovern- 
m'^ts in future should be careful in under^ 
taking any industrial venture because 
where private enterprise is forthcoming 
and can operate without coming into 
conflict with the objcctivc.s of the state, 
the states should cncourifgc such enter¬ 
prises and undertake those projects which 
arc essential in the broader national interest 
but where the private enterprise is not 
forthcoming. 

State Lottarias 

Many stale governments have sponso¬ 
red lotteries and it has become a lucrative 
source of revenue to them. Some people^ 
oppose it on the ground that it cncouragcv 
gambling and speculation. Since the value 
of each ticket is only one rupee and an. 
individual by buying a ticket does not 
lose much and the state governments 
are able to collect a large amount conse¬ 
quently. this scheme should not be scrap¬ 
ped. Even if there is st^mc speculative 
element in it the states should not forego 
this source of revenue. Sometimes the 
individuals really get a pleasure out of it 
and in a single stroke a poor man becomes- 
rich. On the other hand, a poor by losing 
a rupee docs not become still poorer. 


It is such regional bodies which should 
send up their representatives to a central 
council. Then alone would the machinery 
prove useful guide to the Government of 
India. It w^as alleged at the last meeting of 
the council that the very shops licensed by 
the Government to sell goods at control 
prices also stocked black market goods. 
Sir Azi/.ul Haquc^plcadcd that licences 
were given by the Provincial Governments,, 
but the general public is not concerned with 
these administrative technicalities. They 
know whefe the shoe pinches and want the 
situation to be remedied. 


£^aitetn &cynomi6t 25 l^ea.t6 
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MAKING PLANS FOR A SMALL INDUSTRY P 


If you have plans for 
putting up a small scale 
industry, modernising your 
existing plant or expanding 
your manufacturing capa¬ 
city, come to us for help. 

Provided your proposi¬ 
tion is sound, we will assist 
you with the cost of your 
development. Our assistance 
' is flexible and can be tailored 
to suit your particular 
requirements. 

Come and discuss your 
business plans with us, when 
we will be happy to give you 
all the information you want 
about our financial assis¬ 
tance schemes. 
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The Chartered Bank Groqi 


THE CHARTERED BANK 

Incorporated In England wdih Amltad Uabtliiv 
by ROYAL CHARTER 1853. 

AMRITSAR, BOMBAY, CALCUTTA CALICUT. 
COCHIN. DELHI. KANRUR. MADRAS, 

, new DSLML VASCO OA OAMA. 


THE EASTERN BANK LTD. 

Incorporated In Tnolarwl whh limited nabtllty 1909 

BOMBAY, CALCUTTA MADRAS. 
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OQtptMt Sti ivw 



a popular stylist 


his styles are the dream; 

he lends the town a'hooting; 
his models are the cream; 

, GWALIOR SUITING 

a GWALIOB SUITINOMHEN ARB MEN WHO HAVE AN BYE OY ORIGINALITY 



AVAILABILE in DELHI AT : 

Mills’ Re all Depd. A-25, Connaught Place; Sylco. ll-E, Connaj^t Place; Bhaglra^ A 
^ns, Opp. Bank India, Chandni Chowk; Rajkamal Emponum, 113-E, Kamla Nagar and other 

leading stores. 

DISTRIBUTORS : Hariram Banarsidass, Katra Naya ; Gupta Bros., Katra Naya ; Nandlal 
Harnarain, Chandni Chowk; Pindidass Shani & Sons, Katra Astofi; S.R. Traders, Katra Moti; 
Kalasingh & Sons. Katra Subhash; Lucky Silk Store, Katra Anand 

5ai Sarak; Mahindra Cloth House. Chandni Chowk; Ganpatra. Jagd.shn^a.n Ka^a 
Sumer Chand Jain. Katra Shahanshahi; Rugganmal Puranchand, Katra Choban. Shiva Textile, 

Katra Naya, Chandni Chowk, Delhi. 

AGENTS : Gangabishan Bhasin, Krishan Gali, Katra Neel; S. K. Traders, Katra Neel, 
Chandni CTiowk. Delhi. 



purcliasd o! a loti^ tidcct 
!$ opiional and 4e|^d$ oa one's own 
ohoioflu 

lastly, the state governments should 
take effective steps to realise tax arrears 
and to check tax evasion. Tax evasion 
•distorts equity in taxation and puts a heavy 
premium on honest taxpayers as against 
tax-evaders. The state governments should 
have, therefore, an effective and honest 
tax administrative machinery. If they do 
not have competent and adequate per- 


sdnhsl for this purpose, perhaps the centre 
could come to their rescue. 
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Problems of Cotton Textile Industry 

K, GOVINDA AITHAL 


OUR textile industry has been reckoned 
as the premier industry of the country. 
Significant though the industry is to the 
country, of late it has fallen on bad days. 
That the cotton textile industry is in bad 
shape for quite some time and its condition 
is deteriorating from bad to worse cannot 
be denied by anyone. The annual reports 
of the various textile mills reveal the 
continuing pressure on profit margins with 
many more units pushed into red. Prof 
J. K, Irani aptly remarked that the “cotton 
textile industry is on its sick bed.** 

It is ironical that the government and the 
industry are engaged in the futile exercise 
of blaming one another for the present 
sorry state of affairs of the industry rather 
than making any serious effort to prescribe 
the remedy for its malady. In fact, both 
the industry and the government are to be 
blamed for this state of affairs. It is a pity 
that the cotton textile industry in our 
country possessing all the potential for 
leadership is lagging behind the textile 
industries of many other countries which 
are mostly dependent on imported cotton. 
The causes for this malady are not far t<y 
seek. A probe into the working of these 
mills would clearly reveal the loopholes 
and shortcomings of the industry. 

AvalUblilty of Raw-HmtorUU 

“Adequate availability of raw-materials 
is the sine qua non for the satisfactory per¬ 
formance of any industry. * ’ The persistent 
shortage of raw cotton has resulted in 
steep increases in its prices. The produc¬ 
tion of raw cotton had dropped from 
61 lakh bales in 1963-64 to about 53 lakh 
bales in the year' 1966-67. While the 
Supply of Tttw cotton was on the dedine 


year after year the spinning capacity of 
the industry was on the increase. The 
gap between the demand for and supply 
of domestic cotton has been widening. 
The situation has been aggravated with 
the scarcity of foreign exchange resources, 
consequent to which the import of raw 
cotton has been reduced. The non¬ 
arrival of imported cotton in time has still 
further accentuated the problem. Thus, 
the industry has no other alternative except 
living with the seller's market in cotton 
for the past three years. 

Vagaries of Monsoon 

The shortage of raw cotton is mainly due 
to the fact that more than 80 per cent of 
the land depends for irrigation facilities on 
the vagaries of the monsoon. While our 
country ranks first in respect of acreage 
wc rank only fourth in respect of cotton 
production. This clearly reveals that the 
productivity of cotton in our country is 
the lowest. Perhaps the use of im¬ 
proved seeds, more fertilizers, irrigation 
and modem techniques of cultivation 
could solve the problem of shortage 
of raw-material. But this is not sufficient. 
There should be a proper programme for 
production of cotton since it accounts for 
nearly half the cost of production of 
cloth. 

The industry, trade and cotton cultivators 
should join together to evolve a suitable 
organisation in different cotton-producing 
areas for the procurement and supply of 
inputs and supervision of the cultivation 
of the crop. The cotton development 
project undertaken by the Indian Cotton 
Mills Federation confirmed that substantial 
Increase in the yield per acre of cotton can 


be obtained if adequate attention Is given 
to doctoring the crop in prof^r manner. 
Despite deficient rainfall, long periods 
of droughts and dntimely shbvms in 
certain areas there was a sharp increase 
of 40 to 100 per cent in the output per acre 
in the 24 centres operated in 10 cotton¬ 
growing states. 

The wage structure in the industry is 
not related to productivity. It is more 
or less need-based; consequently, with 
every increase in the cost of living 
index the cost of production has 
soared. The continuous upward revision 
of wage structure has considerably reduced 
the quantum of profit and the industry 
has been pushed into a financial mess. 
The wage policy instead of being need- 
based, should be production-oriented; 
rather it should be in relation to national 
productivity on the one hand and the needs 
of the worker on the other. 

Excite Duty 

The increase in excise duty on yarn and 
cloth has resulted in an additional 
burden of nearly Rs 90 crores as compared 
to 1955-56. Besides, there has been a 
plethora of cesses imposed by the central, 
state and local governments on raw- 
materials, stores, chemicals, dyes etc., 
which are used in the proce$<i of production, 
imposing thereby on the industry a burden 
of Rs 45 crores a year . It is only recently 
that some relief by way of lower excise 
duties has been granted to the industry 
for developmental purposes The intro¬ 
duction of od valorem rates of duty on 
several varieties of cloth has, however, 
subsequently neutralised the relief gran¬ 
ted earlier. Any discriminate levy of 
duties would further add to the sickness 
of the industry. Moreover while the 
centre gets the benefits of all these duties 
the responsibility of looking after the sick 
mills is left to the state governments which 
are badly in need of funds. It will not be 
improper to suggest that the duties collected 
from the sick mills should be placed at 
the disposal of the state governments so 
that the mills are nursed back to health 
more speedily. 

It is rather strange that the Government 
of India lias abandoned the policy of ad¬ 
justing the controlled prices on the basis 
of the recommendation of the Tariff Com¬ 
mission without assigning any specific 
reasons. The industry is sandwiched 
between increasing cost of production and 
high excise duty on^he one hand and 
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unrealistic price control and irrational 
fiscal policy on the other. Even before the 
government permitted the revision of 
ex-mill prices of controlled cloth by 2 per¬ 
cent in May 1968, the cost of production 
had increased by 11 per cent! Under the 
circumstances prevailing in the industry, 
the continuance of price control on the 25 
per cent oi the production is absolutely 
unn'^cessary and unwarranted. It should, 
therefore, be done away with. 

Competitive Cmpecity 

Evidently, increase in cost of production 
relative to other countries means a decrease 
in the competitive capacity Oi the industry. 
Due to increasing competition from other 
countries export prospects have become 
weak. Besides the quality of our products 
is very poor and so we are unable to com¬ 
pete even with competivc prices. Added 
to this is the growth of min-made fibre 
industry which offer stiff competition to 
the cotton textiles in the internal market. 
The internal competition among the mills 
and the high selling price of cloth are other 
contributing factors in making the demand 
sluggish. The rationalisation, the replace- 
mmt of obsolete machinery and a lot of 
other connected measures such as adequate 
supply of raw cotton and the reduction 
of buidcn of taxation can only result 
in a reduction in the cost and an improve¬ 
ment in quality, fii spite of the fact that 
some of these factors aie beyond our con¬ 
trol considerable progress can be achieved 
if concerted effort.s arc made to supply 
superior varieties of cotton at reasonable 
prices, by improving the quality of goods, 
diversifying the range of production and 
sales promotion drives based on market 
research. 

The cost of production has gone up by 
nothing less than 31.10 per cent on account 
of law cotton and wages. The industry 
continues to be the victim of triple di«’- 
abiiities on the cost side, viz., high material 
cost, dearer by 48 per cent, high wage cost, 
risen by 61 per cent and high burden of 
taxation up by Rs 117 crores, thus cumula¬ 
tively eroding the profit mirgins of the 
industry. Thas the major part of capital 
expenditure and even working capital 
requirements are met with the help of 
borrowings resulting in a high equity-debt 
ratio. 

One mistake leads to the other. It is 
said that profitability alone can improve 
the financial position of the industry and 


mike it more credit-worthy. But here 
arises the complexity. Unless the mUls 
arc modernised they cannot mike profit 
and unless they do earn profit they cannot 
modernise. Till now there has neither been 
an increase in profits nor modernisation in 
most of the textile mills. Even in several 
developed countries the textile industry 
is undergoing structural adjustments in the 
past decades which have enabled them to 
retain and imorove their competitive 
capacity in the world mirket. But in 
our country for nearly two dxadcs the 
Governmmt of India has been negligent 
to the problems of the cotton textile 
industry. 

A m'ninvjm modernisation is a “must” 
for each unit. But in order to avoid 
wasteful investment, it is essential that 
the structural difficulties arc rectified 
through reorganisation and reconstruction 
before mid;rnisation is carried out. 

Financial Aislttance 

The Plannmg Comm'ssion his to give 
due consideration to these problems and 
mike necessary provisions in the plans 
for finincial assistance to the industry 
through the textile corporations or through 
a consortium of banks. Proper imple¬ 
mentation of the rccomm editions of 
Manubhai Shah committee is the prim5 
need of the hour. Thus in this respect, 
Mr Madan Mohan Mangaldas, a former 
chairman of ICMF, was right in calling for 
a fo.^'wird-Iooking policy. His main 
emphasis was on creating conditions in 
which the industry can earn reasonable 
profits to be financially strong and credit¬ 
worthy to attract funds much easily from 
lending institutions for its modernisation 
programmes. 

The present trend of production and 
export indicate that the future is not very 
bright. The cost disadvantage is a serious 
problem facing the industry. The remedy 
for this problem lies in plentiful supply 
of raw miicrials and modernisation of 
industry. Since the min-mide fibre fabrics 
by their favourable price factor and long- 
wearing qualities have gained popularity^ 
the future of the organised industry, there¬ 
fore, lies in its adaptability to multi-fibre 
and multi-process industry and every 
effort should be made by the mills in 
making a progress in this direction. More¬ 
over, the National Textile Corporation and 
state textile corporations which are over- 


burdenjed with too many functions- VV 
have to show good results. 

With the “green revolution,” it isHkdy 
that the demand for cloth will improve 
and there can be a boom in the textile mills 
too provided the benefits are not taken 
away by any further rise in cost structure. 
In this connection, the scheme chalked 
out by the Indian Cotton Mills* Federation 
is worth examining. Under the scheme, 
each mill wishing to co-operate should 
take up 500 to 1000 acres of land under 
its supervision. The ICMF will give all 
the technical advice needed by the mills, 
the cultivators will sell their crops to the 
mill at a pre-fixed reasonable price and the 
banks will advance loans for all the inputs 
which the mills guarantee till the crop is 
sold oul. It would involve no financial bur¬ 
den to the mills concerned. Consequently, 
the mills will be in a position to get raw 
cotton grown under their supervision at a 
fair price. This will enable the mills 
to depend more on themselves than on the 
government or cultivator. The schenic 
would be more beneficial to the weaker 
units who have to buy cotton at a higher 
price and thus lose more. 

Rehabilitation and Modarnliation 

As the industry develops from its margi¬ 
nal position the process of rehabilitation 
and modernisation is also possible. Apart 
from this research has a vital part to play 
in developing our industries from the 
present status. Besides cost reduction 
studies, the role of research in future lies 
in involving newer multi-fibre fabrics in 
such constructions, designs, colour com¬ 
bination as would suit the requirements 
of the consumirs and would be available 
to them at reasonable prices. 

Today the position is that even if com¬ 
mercial banks and other financial institu¬ 
tions came forward and extended assis¬ 
tance to the textile industry to the extent 
of 80 per cent of their requirements for 
modernisation, the mills do not have the 
funds for the remaining 20 per cent as 
they are tied up in cotton, stores and 
unsold stocks of cloth. Thus, to 
bring the industry into healthy condi* 
tions a number of units would have to 
be scrapped to avoid waste of resoufces, 
and some of them should be merged with 
strong and well-managed units and thus 
the total number of units should be consi¬ 
derably reduced and only after this the 
industry can modernise and thus face the 
challenge of foreign competition. 
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How Escorts helped him achieve 
200% growth in just 7years. 


w 

V 
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Oniy seven years ago, his factory 
was a smail machine shop. Today. 
Kapoor Engineering Works manufa¬ 
ctures a variety of cast and forged 
components of ESCORT tractors. 
The plant now employs over a 
hundred men—and it's growing. In 
7 short years, it has grown three 
times. 

Mr. Kapoor and Escorts have a spe¬ 
cial relationship. From the begin¬ 
ning they have worked together. 
He, to provide Escorts with quality 
components ; Escorts, to help him 
develop these parts to high inter¬ 


national standards. Escorts gave 
him technical, even financial assis¬ 
tance. This partnership remains 
strong and productive. And if 
Mr. Kapoor wishes to export his 
products today, Escorts will help 
him do it. 

Only a few critical parts of Escorts 
products are made by Escorts. The 
rest—nearly 70%—are supplied by 
small-scale industries, over 1,000 of 
them, spread all over the country, 
employing about 100,000 men. 

As with Mr. Kapoor, we at Escorts 
have established this kind of Inter¬ 


dependence with nearly 1000 others. 
We believe this Is the substance 
of real industrial development and 
this year, we celebrate the silver 
jubilee of this interdependence. 

As atwsys, Escorts ts interested 
In hearing from manufacturers, 
however small, who believe they 
can become a part of this inter* 
dependence. Write, stating your 
engineering specification, to 
General Manager, Escorts Limited, 
1614 Mathura Road, 
far/dabed, {Haryana) 


Interdependence—«for 25 years, 
the Escorts concept for growth 








WINDOW ON THg WORLD 


SASTiSItM 



HAROLD WILSON DROPS SOCIALISM 


JOSSLEYN HENNESSY 



I 

ftACKOROUND TO THB NEXT ELECTION 

LONDON : 

NOW that ths dust is settling after th^ annual conference of the 
Labour and Tory parties, British politics arc seen to be at an 
extraordinarily interesting cross-roads. 

Whether the electors turn right or left at the general election 
(due within the next twelve months) is a wide open question. 
A glance back at the UK political histoiy in the last 30 years may 
provide a clue to the answer. 

British policies have swung right or left in ten year periods 
since 1940. In the 1940s, war tim^ centralisation of power made 
state intervention and extension of public ownership of controls 
ssera natural. Such policies were initiated by the war-time coali¬ 
tion. The Tories thought that the prestige of Winston Churchill 
would win the postwar election, but the electors seem to have 
felt that if the extension of public ownership and control was the 
right policy, the party which had always called for it, rather than 
the party which was a recent convert, should carry it out. 

Ten years later, around 1950, a revulsion set in towards relative 
laissez-faire and 'Hhere began a retreat from state intervention. 
Nationalisation, for years held out to the workers as the key to 
Utopia, had disillusioned them. They found that they had substi¬ 
tuted bureaucrats, governed by civil service rules, of employers 
who, whatever their faults, were individuals, approachable, idio¬ 
syncratic, flexible. But throughout the 1950s, the Labour oppo¬ 
sition called for extensions of the policies of the 19403—endlessly 
revising the nationalisation “shopping list”—a hopeless battle 
against the prevailing trend. The result was 13 years of Tory rule. 

Indicative Planning 

Ten years later, in 1960, the fashion in economic thinking veer¬ 
ed towards French indicative planning, incomes policies, and more 
state intervention (though not ow.nership or control). The Tories 
seemed baffled by the intermittent balance of payments crises and 
either to have lost confidence in their own free enterprise principles 
or to have run out of ideas altogether. So, when they announced 
indicative planning and incomes policy guidelines, the electors 
in 1964 evidently thought this was a late conversion, for election 
purposes, to Labour principles, and that if these ideas were, 
indeed, sound, the party that had always professed them had better 
carry them out. Labour won. 

Now, as we approach 1970, change again seems in the air. The 
Labour govenmient's own record is largely responsible for it: 
after jeering at the Tories for bequeathing them a balance of pay¬ 
ments deficit of £fl00 million (which was, in fact, £380 million), 
and after proclaiming that the pound would be defended to the last 
ditch^ the pound was devalued, not in a planned devaluation such 
ag those of the Prooch franc in 1958 and 1969, but an ignominious 
helter-skelter devaluation compelled by events, leaving the UK 


with an additional £3,000 million of foreign debt—the biggest 
not only in UK history but in that of any country ! After the 
fiasco of the National Plan, introduced with a fanfare of trumpets 
and withdrawn as unattainable wiihln days of the publication: 
after the continuous failure of the Prices and Incomes Board 
to hold wages and prices—in the five years of Labour government 
up to August, 1969, consumer prices have risen 21.7 per cent 
compared with 14.7 percent in the comparable previous Tory 
five years—it is no wonder that a suffocating electorate seeks 
change. Harold Wilson painted a glittering picture of Labour’s 
achievements at the party conference, but he left out the two 
biggest complaints of ordinary people against his government: 
(I) the rise in the burden of the cost of living (as noted above) 
and (2) 3,000,000 more people are paying income-tax than in 1964 
(largely a sign of inflation). Income-tax is a form of tax which, 
unlike consumption taxes, taxpayers cannot avoid. 

Seclallics Adopt Tory Doctrines 

The Labour government’s key cabinet leaders arc well aware 
of the change in public feeling. That is why we had the extra¬ 
ordinary spectacle at the annual conference in Brighton of the 
Labour leaders holding out to their Socialist followers the Tory 
concepts oi freedom of choice and a property owning democracy! 
Harold Wilson, Roy Jenkins, Dennis Healey, George Brown, 
and Barbara Castle warned the conference that it is no longer 
cither poliiically feasible, or fair, or economically desirable, that 
taxpayers should be penalised in pursuit of cm outmoded approach 
to social justice, or for the sake of a dogmatic preference for taxing 
incomes rather than consumption ! 

The Labour leaders have reached this conclusion largely from 
the persistent evidence of the public opinion polls, but what 
clinched it was the evidence transmitted upwards through the 
party machine from ordinary citizens and active, paid-up 
Labour party members. Those Socialist purists who did not 
like this conclusion were politely told they must “Jump it.” 

Dennis Healey, for example, said explicitly that Socialism must 
be redirected towards the pockets of society where there was real 
hardship. He said that in his own Leeds constituency there are 
eight palatial new clubs, most of whose members travel to work 
by car, four out of five of whom complain that income-tax is too 
high and that too much is paid out in flat-rate family allowances to 
people who do not need them ! This is the purest Tory doctrine 
in favour of “discriminatory welfare”, which has hitherto aroused 
the bitterest invective and scorn from socialist platforms. 

Roy Jenkins, Chancellor of the Exchequer, has been the pace¬ 
maker in spreading the Tory gospel. Straight from reassuring 
the ofiicials of the International Monetary Fund in Washington 
D.C, he flew to Brighton to tell the party “comrades” that the 
growth of social services should in future depend on the growth 
in the national income and that Labour ought not to be “a party 
of taxation for taxation’s sake”! 

“One of the central purposes of democratic socialism is to 
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extend throughout the community the opportunity for freedom 
of choice Which was previously the prerogative of the few.” 
Delegates who heard Mr Jenkins proclaim this at Brighton must 
have rubbed their eyes and wondered whether they had gate¬ 
crashed the Tory parly conference b) mistake. 

But neither thr speeches of the Labour leaders, nor, still less, 
the Labour party’s National Executive Committee report Lahour^s 
Economic Strategy (which rehashes all the traditional doctrines 
about egalitarianism and (he shopping lists of the 1950s, thereby 
steering the Labour party into the wastelands of a sterile opposi¬ 
tion), mike it clear how the government's new approach is to be 
translated from promises into policies. To what extent does the 
govcrnmmt envisage that indirect taxes should lake over from 
direct taxes the financing of existing commitments? How far arc 
indirect taxes envisaged primarily as a means of financing a new 
attack on special needs? Or is finance for special needs to depend 
entirely on the growth of national income? The government has 
not yet thought out the answers to these questions. 

II 

LABOUR—<THE TAXPAYER'S FRIEND" 

I now reach a point to which 1 direct your special attention ; 
British electors arc once more faced with a situation tas in 1945, 
1951, and 1964) when the government of the day seems to have run 
out of its own ideas and to be putting forward the policies of its 
opponents. Will the electors once more decide that if the opposi¬ 
tion's policy is right, then the opposition had better be voted into 
office to carry it out ? Few remember that the famous “bonfire of 
controls", which followed the Tory victory in 1951, was not lit by 
the new government but by Harold Wilson, President of (he Board 
of Trade in the outgoing Labour government! If history repeats 
itself. Labour's new role as the taxpayer's friend cannot be 
guaranteed to keep Edward Heath out of Downing Street. 

I hasten to point out that this is not a forecast but only a state¬ 
ment of possibility, because one of the unknown qualities in the 
struggle for power that lies ahead is the reaction of the rank and file 
of the Tory party to the theft of their clothes by Labour. 

The Tories have a difficult row to hoe if they arc to win, because 
the mood of the nation seems to have changed from pessimism 
to optimisim. For example, when Enoch Powell told the Tory 
conference how ghastly the state of the country was, the response 
was subdued, whereas a year ago he would have evoked thunde¬ 
rous applause. 

Whether the new optimism is justified or not is another matter. 

The Labour government is, in fact, faced with the dilemma : 
relief from balance of payments difficulties and rising prices require 
one policy : economic growth and the avoidance of an increase 
in unemployment another. 

Forecasts differ regarding future economic development under 
continuation of the present restrictive policy. The government 
assumes that growth of GNP will rise 3 per cent (in constant 
prices) in the months ahead and that a balance of payments sur¬ 
plus on current account of £200 to 250 million will be achieved. 
Against this, the National Institute of Economic and Social Re¬ 
search expects only moderate economic growth and surpluses in 
the foreseeable future. The NIESR believes that the external and 


internal goals can only be reconciled at the price of 
protective measures, such as import deposits. The Dgutsches 
Imtitutfur Wlrtschaftsforschung, a neutral observer, says thnt, 
even assuming that the government's optimistic forecast is correct 
there is no Hope that the goals of satisfactory economic growth 
and a sufficient surplus for debt repayments can be attained. The 
Deutsches Institut thinks that accelerated expansion (desirable 
in the long term) would strain the balance of payments and wonders 
how long the present pound exchange rate can be maintained. 

But such caution contrasts with the public mood of the mo¬ 
ment in the UK. 

Tories Lag Behind 

The Tory leaders have not grasped this as yet. They continue 
to profess scepticism about the UK's prospects. But the national 
tide of s^lf-denigration seems on the ebb. The pifblic opinion polls 
suggest that everyone is hoping for the best. The Tory problem 
is how to I effect this changed attitude without seeming to vindicate 
the governm:3nt's record. 

This dilemmi explains the militancy of the Tory right wing at 
Brighton. Tii 1968, it m^de .sense for the moderates, who lead the 
party, to claim that they could get Labour on the run by concen¬ 
trating on the government’s economic failure. All the polls then 
suggested that this would guarantee victory. The argument looked 
so plausible that the right was prepared to leave the moderates 
to m ike the running. 

But many Tories now believe that the moderates have made a 
mess of the running, since, to a dismaying extent, Harold Wilson, 
by getting (he economy under apparent control, has whipped the 
carpet from beneath the Tory moderates’ feet. 

The right has always urged Heath to emphasise the fundamen¬ 
tal differences between the parties ; to concentrate on presenting a 
tough image on social issues, uncompromising nationalism in 
international affairs (selling arms to S. Africa, doing a deal with 
Rhodesia's Smith), radical reaction in the social services (voucher 
systems for wealth and education), and restoring and enforcing the 
market economy. 

The moderates have resisted on the ground that such policies 
would lose votes. But today the question is : What if the 
moderates' own strategy is just as likely to lose votes ? What if 
the optimism of the government and of the public mood is justi¬ 
fied ? Much more is going to be heard from the right if the 
opinion polls show Labour catching up. 

Ill 

THE TWO POSSIBILITIES 

So there you have the two possibilities : (I) The historical pre¬ 
cedent that the prevailing doctrine changes every ten years and that 
the electors vote into office the party which has always been inline 
with the change, rather than return the jRiTty which seems to be 
trying to steal the opposition’s policies in order to stay in office, 
against (2) the possibility that the Tory right-wing, interpreting 
the opinion polls as foreboding disaster if moderate ''central’* 
policies, difficult to distinguish from Labour’s new slogans, are 
retained, will force the party to the right. Such a course might, 
or might not, guarantee victory, but it would certainty help Edward 



«ii^'iii»^eli»ctorat dcfett — oiherwlw.; Bafdeh- Powell for 

tli« loddenliip. 

What of the future of socialism in the UK? Its biggest 
chance is if Labour loses the election! Because in that event the 
heads of the moderate Tories (Wilson, Jenkins, Healey, Brown, and 
Caslle) who run the Labour parly today would roll in the dust, 

A CLUB OF 

E‘ B- 
VIENNA : 

THE European Common Market approaches the end of its 
transitional period at the end of this year with as formidable a 
collection of fundamental problems unsolved as could well be 
imagined. The fine euphoria of a united Europe is a very hazy, 
distant prospect. At the moment Europe is quite sharply divided 
between east and west and the west is technically split between 
the Market and EFTA. The Market, the super achievement of 
post-war Europe, reaches the end of its adolescence on December 
31 with a whole range of problems urgent and unsolved. 

France has just put another firm ban in the way of enlargement 
of the Market, which means principally that Britain will have to 
wait till at least after its general election before renewed negotia¬ 
tions can begin. The Scandinavians and the Irish must similarly 
cool their heels outside the Market while EFTA moves along 
without distinction and haunted by its own death wish of inclusion 
in the Market. 

The renewed French bar to enlargement of the Market was 
announced before the Markets* foreign ministers met in Luxem¬ 
bourg recently to prepare for the summit meeting of heads of 
Common Market states in The Hague on November 17 and 18. 
This summit is being carefully described not as a Common Market 
meeting but as one of the countries that happen to belong to 
the Common Market. 

Uncommonly Shy 

The Market, is, in fact, uncommonly shy about The Hague 
meeting because it is the last big show before the definitive end of 
its transitional period and because the meeting will show whether 
the national governments are a,s reluctant as ever to carry the 
community beyond its present half-formed stage. It will be a 
meeting of the nations who will decide whether the Market should 
be enlarged or not and the most influential of them has already 
said this cannot happen until its stiff price for consent has been 
paid. 

The twt) French pwre-condilions to enlargement of the Market 
are community agreement on regulations to finance agriculture 
after the transitional period and establishment by the Common 
Market of an agreed programme for its future development. Since 
neither of these conditions show as yet any sign of realization the 
French attitude indicates a long, rough road ahead before any 
enlargement can be achieved. 

French Foreign Minister, M. Schumann, was more to the 
point thfth even he, perhaps, realized when he compared the Market 
|0 a medtoval walkd.city. The city had to be ready to open its 


and the socialist old guards who, like thcBourbcmii 
tsn nothing and learned nothing, would have the oppoeHioii 
field to themselves. But if this happened, a solid block of rights 
wing Labourites would move in on, and swamp, tlw Liberals, and 
form a new radical party along the lines of the German Sociefists 
(SPD) who, of course, are no more socialists than Harold Wil^ 
now is. 

CONVENIENCE 

BROOK 

gates and entry could be made only through the gates. The 
Market “city” was not yet ready for more incomers because of 
its weighty dossiers of unfinished business. 

The French, who argue that they arc trying to reinforce the 
European Community, will be most obstinate in demanding 
further Market financing of French agriculture. This will be a 
key issue which may delay development for some time because the 
other five members appear unlikely to be willing to give France 
the financial commitment it seeks over the next 10 years. 

Market's Perplexities 

Agricultural, rather than commercial or technological deve¬ 
lopment, lies at the root of the Market’s perplexities very largely 
because its members arc the principal agricultural producers 
of west Europe and contain the highest proportion of farmers and 
and farm workers. By comparison, the EFTA group is much 
less agriculturally centred since all but two arc maritime and 
industrial nations. 

The Market’s progress will depend not so much on summit 
and other meetings as on the sort of political atmophere that 
exists among the Six after the mid-November summit. Before 
the end of the year, according to the Treaty of Rome, the six 
Common Market countries should have reached agreement on 
common agricultural policy towards all non-Common Market 
countries. This is still far from completion. 

The Market Commission, custodian of the Treaty of Rome, 
has also called on the member governments to adopt before 
January I, its so-called “Barrc Plan” for closer monetary and 
economic co-operation. The Commission’s President, M. Jean 
Rey, put his finger on the Community’s chief weakness when he 
remarked recently that its agricultural policy is not supported by 
a co-ordinated economic and monetary policy. 

The Common Market is running itself into a very tight corner 
for working out a new definitive phase for itself. It will have only 
eight weeks between The Hague “summit” and the end of the year 
to settle three essential policies, vh: its agricultural policy, include 
ing the problem of mounting butter and wheat surpluses; . its 
independent income (from third parties* imports) and, with it, 
the granting of budgetary powers to the European Parliament; 
and the issue of enlarging the Community to include Britain, 
Ireland, Denmark and Norway. This last policy has already 
been stymied by the French. 

No one in the Common Market has yet made up his mind 
on its crucial monetary policy. If the Market is to extrkate itself 
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from present perplexities caused by the French devaluation and 
the West Germ4 n exchange uncertainties its members must rede¬ 
fine their basic monetary positions. The concept embodied in 
the Treaty of Rome cannot be made a reality unless there is a 
common monetary policy between the Market’s member states. 
Neither the Treaty of Rome nor the Market’s Common agri¬ 
cultural policy can stand the strains imposed by its members 
monetary nationalis^m. 

During the May German mark crisis the discount on forward 
francs grew so wide that traders financed grain exporting operations 
from France to West Germany still undercutting Common Market 
prices by up to 10 per cent. At the samo lim^ West German 
producers, under the rules, were free to sell their grain surplus to 
the West Germ in intervention agency at the Market intervention 


price« The Market rules provided no way to etimmate this evasip^ 
The common agricultural price has been defied and evad^ by botltt, 
the French and the West Oermans, the former formally opting 
out of the convention for twoyears with the possibility of an ex¬ 
tension of the' option. 

Enough has happened this year to make it clear that the 
Market’s members can and will either defy or find their way around 
its rules whenever these regulations cease to fuit their profit 
possibilities. The West Germans and the French evade the 
common agricultural price, the Belgians and Italians refuse to 
impose a value added tax. The Market is becoming increasingly 
a club of convenience operated w'ith a mixture ot cynicism and 
exclusiveness with a keen eye to individual profit and very little 
idea of where it is going or even trying to go. 


ROLE OF GOLD—U.S. ANTI-INFLATIONARY MEASURES ' 


GERARD A. DONOHUE 


WASHINGTON : 

WHILE vast amounts of rnan:y change hands every day as specu¬ 
lators, businessmen and private citi 2 ens transfer funds from 
weaker currencies to stronger ones, nobody speculates against the 
dollar today as many did less than two years ago. Many believed 
then that the United States, faced with a tremendous deficit in its 
balance of payments, would not be able to keep its pledge to 
redeem dollars from non-Americans at $35 per ounce of gold — 
the key to the international monetary system. 

Foreigners who held dollars turned them in for gold so rapidly 
that it looked as if the United States would either run out of gold 
or raise the price of gold, giving the speculators a quick profit, 
but playing havoc with all the other currencies of the world that 
base their value on the $35 per ounce figure. 

Officials of seven leading trading nations met in Washington 
and came up with a bold imaginative plan. They would separate 
monetary gold from gold used for speculation, hoarding and 
industrial or ornamental use. They would continue to buy and 
sell gold among themselves at $35 p>er ounce, but they would not 
buy or sell gold in the market. Many other governments now 
follow the same procedures. 

Unqualified Success 

The price of market gold now is slightly more than $40 per 
ounce and the supply of new gold is barely adequate to keep up 
with the demand for gold for industrial and ornamental purposes. 
The two-tier system, as it became known, has been an unqualified 
success. Now, a United States government announcement re- 
garding its trade and balance of payments deficits is barely noticed. 

It was a necessity that a substitute for gold be found if world 
trade were to continue expanding rapidly. For not enough gold 
is mined each year to finance the expansion, let alone for other 
uses. In fact, the amount of gold held by central banks and 
international organizations remained at just about the same level 
during the decade 1958-68. 

The increases in reserves have come about by nations’ willing¬ 
ness to hold currencies of their trading partners and increases of 


deposits in the International Monetary Fund. And beginning 
next year the IMF will increase the amount of reserves by the 
establishment of Special Drawing Rights (SDRs), or “paper gold,” 
that will take their place alongside gold, dollars, pounds, marks 
and other currencies to be used for international payments. t 

Gold continues to play an important role in international 
finance. But just as citizens of the United States use money that 
is no longer backed by gold nations gradually are basing their 
international payments and monetary systems on tfieir faith and 
trust in each other. 

« « « 

The argument is no longer “arc government measures to check 
inflation working?*’ It is now, “are they too effective?” Is the 
government, through its restrictive fiscal and monetary policies 
aimed at slowing inflation and chocking the wage-price spiral 
upward, creating a recession? 

Economic indicators that had been pointing sharply upward for 
the past four years have flattened out or even turned downward. 
Latest government figures show that unemployment has increased 
from 3.5 per cent to 4 per cent. (It should be pointed out that 
not many workers actually lost their jobs; employers have become 
more selective in new hirings). Industrial production is about 
the same as it was early last summer; profits are down and busi¬ 
nessmen find it difficult and expensive to borrow money. 

Some Congressmen, businessmen and economists are now 
worried that the economic brakes have been on too long and that 
the government should ease up. 

But memories of 1966 are still fresh. Up until 1965, inflation, 
to Americaas, was something that happened in other countries. 
But in 1955 the massive buildup in Vietnam began. It wasn’t 
the war itself that brought on inflation but the method of financing 
the war. The government ran huge deficits and increased the 
money supply rapidly — two steps certain to bring on inflation. 
In 1966, the Federal Reserve Board (popularly known as ’'the 
Fed”) became alarmed and reduced the rate of growth Of the 
money supply. However, as soon as a slowdown in the economy 



appeared, it lot^reasc^ it again. The Fed admits toda^ that this 
was a inistake. 

Up until the summer of 1968 no significant steps were taken to 
check inflation^r The price index increased at about 4 per cent 
per year. Then the government — the administration and the 
Congress took action on the fiscal policy side. Taxes were 
increased, government spending was cut and in this past year 
government actually ran a surplus instead of a deficit. But the 
Fed« independent of both the Congress and the White House, 
fearful that the fiscal measures were too strong, kept increasing the 
rate of money supply at about 7 per cent per year — very much 
higher than the rate of growth of the economy. 

As it became apparent that fiscal policy alone could not check 
inflation, the Fed last December began restricting the money supply, 
first down to 5 per cent on an annua] rate; then one per cent and 
recently no increase at all. 

This combination of fiscal and monetary policies is gradually 
checking inflation, and the government is determined not to 
repeat the mistake of 1966 and case up too soon. 

But many businessmen and investors are in effect betting it will. 
They reason that if corporation profits continue to drop and if 
^unemployment continues to rise, political pressures will force the 
government to call off the fight against inflation and wc could 
be right back where wc were from 1965 to 1968. 

Governmant^i Determination 

The government, fully aware of this line of reasoning, is deter¬ 
mined to follow its present strategy until inflation is clearly reduced 
and everyone is convinced that it won’t be resumed. Nobody 
in the government underestimates the difficulties, and skills re¬ 
quired, to slow dowTi the economy gradually without risking a 
rccessioti. 

It is difficult politically to hold down government spending 
when there arc so many pressing needs for funds throughout the 
nation. And it requires great skill in timing fiscal and monetary 
policy decisions, for many of the results of decisions made today 
will not be evident for many months. 

But in the interest of all citizens, rich and poor, and those in 
other countries that hold dollars, inflation must be checked by 
sound economic policies. 

As the Wall Street Joimwl said recently, ‘‘w hile ii takes lime to 
correct the effects of past govemmenlal financial errors, failure to 
make the effort would make matters even worse. Worst of all 
would be for the government to follow the peculiar advice of those 
Congressmen who insist on playing politics with economics.” 

Meanwhile at a meeting of the business council, held recently 
in Virginia, leading businessmen and government officials agree 
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that moves being made ^y the goveinment to check infiaticn aie 
working and though more difficult times are to come for business, 
labour and the consumer, there is little danger of a serious 
recession. 

The business council is cemposed of leading businessmen 
from various industries in different parts of the countiy. They 
meet regularly with government officials to discuss and advise 
on matters of national concern. The major topic at these meetings 
is inflation. 

Among the government officials was the Secretary of the 
Treasury, David M. Kennedy, who told the businessmen that 
controlling inflation has the highest priority in this administration. 
He also talked of encouraging developments in the international 
monetary system. 

Tha Business Council 

The business council said that because costs of material and 
labour have been rising and buyers arc reluctant to pay higher 
prices, profits will be reduced this year. The council reported 
levelling off of demand, high production costs and high interest 
rates will also cause businessmen to be reluctant to increase capital 
spending very much next year. They foresee little or no growth 
in the real gross national product for the first half of 1970, although 
they do look to a resumption of growth in the second half of 
next year. 

The businessmen and government officiafs also agreed that 
government alone cannot end inflation. Secretary Kennedy said 
the government has taken great strides towards '‘setting its own 
house in order.” But he urged both business and labour to use 
restraint in making any decisions that would add to inflation. 

The businessmen expressed concern that levelling off of pro¬ 
duction will bring about a rise in the rate of unemployment. One 
member of the council said, however, “society risks more from 
inflation than it does from some rise in unemployment.” There was 
also a consensus that businessmen should bargain harder with 
imion leaders over wage increases in an effort to keep costs down. 

Mr Kennedy told the business council : “The international 
financial outlook is much brighter today than it has been for 
many years.” He cited the adoption of Special Drawing Rights 
(SDRs) at the last meeting of the International Monetary Fund 
which will help increase world trade by adding to foreign exchange 
reserves. 

The Secretary pointed to the noticeably stronger position of 
the United Kingdom ; The devaluation of the franc without 
serious disturbance ; and the actions taken by the West German 
government to reach a more realistic exchange value for its 
currency. He also said that liS efforts to control inflation were 
having a beneficial effect on the world monetary system. 




STANDARD OF LIVING IN POLAND 


A CORRESPONDENT 


ANY comparison of the standard of living between various 
countries presents a great many difficulties, especially where the 
mode of satisfaction of consumer needs of the people differs also 
on the ground of system of government. Under conditions of 
the capitalist system, almost all wants arc covered by a working 
peraop from his personal income. From his earnings he pays 
not only for food, clothing or car but also for school and university 


education, for hospital and for medicine obtained in the chemist’s 
shop. In socialist countries, on the other hand, only part of the 
value of goods and services is covered from personal earnings. 
For that reason, it is nigh impossible to grasp in precise terms 
all these objective differences in a statisticalprocess. Yet, if it 
were to be confined to a straightforward reckoning as to how much 
and what can be bought and by whom, for a monthly pay in a 
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given country, only part of the truth would be revealed. 

The trends followed in the economic development of Poland 
are subordinated to one supreme aim, namely to ensure the highest 
possible, with a tendency to grow, standard of living of the popu¬ 
lation. Moreover, involved here is not merely the question of 
reaching as high a degree of satisfaction of wants as possible for 
the present day but also one cf creating such conditions under 
which the growth of consumption is a continuous process, and 
a high level of consumption in a particular year will not involve 
the contingency of having to pay back at some future date the 
•‘debt” incurred for the goods already consumed. There¬ 
fore, every "'statistical picture*’ of the present should be treated 
both as a point of departure for future goals and as a signpost 
to visualize the stages covered on the road of development. 

According to estimates made in Poland, about 15,000 million 
zlotys was paid by the state in 1967, as against 13,200 million 
zlotys in 1965, to make up the actual value of medicines supplied 
to the population, as also catering services such as factory and 
school canteens and employees* holiday scheme. In per capita 
terms this amounts to 469 zlotys. Non-commercial services 
rendered free to the population in the area of general and voca¬ 
tional education and higher learning, as well as health care and 
social welfare, added up to about 36,400 million zlotys in that year 
(29,000 million zlotys in 1965), or 1,137 zlotys per capita. In all, 
state subsidies in favour of the population in 1967 amounted to 
1,606 zlotys per capita, only in the fields named above. They 
equal, therefore, to 74 per cent of average monthly wages—2,180 
zlotys in 1967 —in the national economy. 

Spending on Thoatrot 

The spending on theatres in Poland in proportion to earnings, 
is entirely different from that of capitalist countries. In the west, 
the prices of these services are as a rule so calculated as to make 
the returns from tickets a paying proposition. In Poland, on the 
other hand, a cinema or theatre is not a business domain but 
belongs to the realm of culture largely financed by the state. The 
expenditure on rent in Poland came to about 0.4 per cent of family 
spending in 1961, as against 4.4 per cent in France, 9.3 p>er cent 
in Italy, 9.9 per cent in the Federal Republic of Germany and 
15 per cent in the United States. 

According to FAO estimates, at the turn of the 1960s, barely 
13 psr cent of world population had sufficient food, above 2,700 
calories daily, with a proper diet maintained as expressed by 
correct proportions between fat and protein consumption. At 
that time, a Pole consumed on the average 3,350 calories, 101 
grams of fats and 93 grams of proteins daily. The table 
alongside gives a comparison of average daily consumption in 
European countries taking Poland equal to one. 

Poland had surpassed as early as 1960s most of the countries 
named here both in calorific value and protein content of the 
daily ration. Somewhat less favourable was the picture with 
regard to fat consumption; however, a steady upward trend can 
be noted here. Generally, in regard to feeding standards, today 
Poland is in no way behind any country featuring a high con¬ 
sumption level. 

The standard of Jiving, however, is not solely influenced by 
food consumption but, along with development also by the grow¬ 
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ing accumulation in the hands of the population of such dumlfo 
consumer items as refrigerators, washing machines, tdevisi^ 
sets, radios, electric household facilities, bicycles, motor^les. 
cars, etc. In this field, a genuine turn has been achieved in Poland 
in recent .years. The availability of these cimmcKlities to the 
community at largo is one of the direct and tangible advantages 
accruing from industrialization. For example, the number of 
television sets per 100 households increased from nil in 1950 to 32 
in 1967, and that of refrigerators from 0.1 to 16, motorcycles and 
scooters from two to 17, sewing machines from six to 23, during 
the same period. Every second household in Poland has a 
washing machine and radio. 

Growth of Incomes 

This undoubtedly rapid—though still below the level of the 
richest countries—process of industrial goods consumption is 
founded upon a steady growth of income of the populatioa 
Employment in the socialized economy in 1967 was 8,902,000, 
the wages fund being 241,555 million zlotys. Thus, over the 

1950- 67 period, nearly a 2.3Told growth of employment was 
attended by u 6.9-fold growth of the wages fund. Consequently, 
average monthly earnings increased by 3.6 times. If we add 
the incomes of individual farmers earned in 1967 (98,000 million 
zlotys) and old-age and disability pensions (20,700 million zloj^s), 
it will be seen that Poland’s population in that year operated 
with an individual consumer fund of 361,000 million zlotys, /.e'., 
roughly the equivalent of the total capital outlays in the period 

1951- 56. 

To get a realistic picture of the consumer capacity of the 
community, it is necessary to take into account the rise in retail 
prices of goods and services that took place in Poland in the 
meantime, which, incidentally, is a general world feature. For 
example, during the period 1955-67, the prices of goods and 
consumer services went up in Yugoslavia by 227 per cent, in Spain 
by 134 per cent, in France by 68 per cent, in Denmark by 67 per cent, 
in Holland by 50 per cent, in Italy by 47 per cent, in Great Britain 
by 42 per cent and in West Germany by 31 per cent. In Poland 
the increase was 20 per cent. This fact, too, is evidence of a 
relatively high degree of stability in the growth of production and 
consumption in Poland. 

AVERAGE DAILY CONSUMPTION IN EUROPE 


(Polands 1) 


Country 

Average daily consumption in 

teims of: 

calories 

fats 

proteins 

Denmark 

1.0 

1.7 

0.9 

France 

0.9 

1.2 

1.1 

Germany, West 

0.9 

1.3 

0,9 

UK 

i.p 

1.4 

1.0 

Greece 

0.8 

0.9 

0.9 

Hungary 

0.9 

1.0 

1.0 

Italy 

0.8 

0.8 

0.9 

Spain 

0.8 

0.9 

0.8 

Sweden 

0.9 

1.5 

0.8 




IK,« world where coups and conspiracies arc 
apparently coming to be regarded as the 
highest form of political activity, it is pot 
surprising that the change in the Prime Minister- 
ship of Sweden has not attracted many news¬ 
paper headlines. All the same, the smooth 
and almost routine take-over of the reins of 
governmental leadership and authority by 
Olof Palme from the hands of retiring Tage 
Erlander is by any dehnition of civilised human 
behaviour a significant event in the cultural 
evolution of political communities. The 
statesman who had relinquished office on the 
^ple ground that he had been long enough 
in power and the one who has succeeded him 
both belong to the ruling party of Social De¬ 
mocrats and this change at the top carries 
every assurance of Sweden continuing to evolve 
its social, economic and political institutions 
in the enlightened and compassionate tradition 
of the Swedish people and the Swedish state 
in modern times. Sweden seems to have 
gone farther than any other country in recon¬ 
ciling the necessary demands of the political 
authority in the state with the essential rights 
of individuals seeking to live as free men and 
women. Sweden’s new Prime Minister, who 
has earned special mention for his liberal out¬ 
look even in a coliintry where liberalism is the 
very breath of national existence, has been 
hopefully hailed, both at home and abroad, 
as a leader of government who may be relied 
Mpon to add new dimensions of value to the 
content and quality of life in Sweden. If 
Olof Palme fulfils these expectations, part of 
the credit must surely go to his inheritance, 
for Tdge Erlander has taken leave of the poli¬ 
tical scene only at the end of a good day’s 
work very well done indeed. 

* « 

In the Federal Republic of Germany, again, 
wc seem to have a country the political prospects 
of which have been enriched by the civilised 
working of the democratic process. The for¬ 
mation of a new coalition government under 
Willy Brandt and his election as Chancellor 
have the advantage of combining the virtues 
of both continuity and change. Apart from 
Willy Brandt's Social Democrats having been 
a partner in the outgoing coalition, Brandt 
himself had held fhc important position of 
Foreign Minister in the previous government. 

It is true that, as the leader of the junior partner 
of that coalition, Brandt might not have been 
as effective as he wanted to be in framing the 
policies of that administration, but it is doubtful 
that as the head now of the new government 
he would want or be able to make many radical 
departures from the basic policies of the Chris- 
fiap Democrats from whom he has just parted 
company. 

If only because of having to cope with the 
•traina and stresses of the processes of rebuild¬ 


ing the country from ihc ashes of World War IT, 
these policies have acquired a practical validity 
and authority which must sureiy discourage 
any rash departures. This apart, the coalition 
of Social Democrats and Free Democrats in 
power has only a marginal nujnerical superi¬ 
ority over the Christian Democrats now in the 
opposition. While this need not necessarily 
suggest that the Willy Brandt administration 
may be lacking in the essential elements of 
stability and self-assurance, it is reasonable 
to assume that, on all major points of national 
interest, a bi-partisan approach will be found 
to be not only desirable but necessary. With¬ 
in the limits this might imply, however, the new 
Chancellor and his administration may find 
reasonable scope for breaking througJi certain 
rigidities in thinking on issues of foreign or 
economic policy which had lately tended to 
ossify the mind and heart of the Christian 
Democratic party. It is therefore permissible 
to expect that the Federal Republic of Germany 
will be forward and liberal in addressing itself 
to the larger issues of its place in Europe and 
the world, while maintaining fully the dynamics 
of its economic growth. 

* * 

A good wind, then, has been blowing through 
parts of the international political scene. It 
is a pity that political life in our country does 
not share in this blessing. What wc find here 
is an ill-wind which is currently shattering 
in all directions the basic canons of morality 
or fair dealing in public life, A new'spaper 
report has attributed to an anonymous spokes¬ 
man of the Indira Gandhi camp the view that 
the Prime Minister would be perfectly happy to 
carry the power struggle to a special conven¬ 
tion of delegates since she is confident of gain* 
ing more support at the lower levels of party 
organisation. 

That Indira Gandhi and those who advise 
her are prepared to go as low as possible has 
already been demonstrated more than once 
with the result that .some of us have ceased 
wondering how low she and those who are with 
her could or would go. Even so, the way 
she has been dealing with junior members of 
the Council of Ministers is nauseating. Here 
is an esercisc of naked pow'cr in all its arro¬ 
gance and arbitrariness. To insist as Mrs 
Gandhi docs, on every member of the Council 
of Ministers down to the IcveJ of deputy minis¬ 
ters, towing her line in respect of every move 
she makes to capture (he Congress organisa¬ 
tion, is to invite the law of the jungle into 
the heart of the national political scene. No 
wonder, thoughtful men and women in our 
country are becoming increasingly uneasy 
about the future of democratic institutions in 
our country. 

This disquiet has been only heightened by 
certain other arbitrary exercises of power by 


the government in recent days. I am referring 
here to the raids carried out officially on the 
offices or residential establishments of a certain 
leading business house. The sweeping nature 
of these raids and the high-handedness which 
characterised them have made a mockery of 
civil liberties and shown that, under a very 
thin veneer of legality, the state could interfere 
in the most outrageous manner with the basic 
freedoms and the rights of citizenship of the 
individual. It is perhaps only in the theory 
that legal redress is obtainable against encroach¬ 
ments of this kind by the state on the li^^rly 
of the individual. 

It is a disquieting sign of our times that an 
aberration of this kind on the part of the 
executive has yet to be publicly condemned 
by leaders of public opinion in our country. 
Given this context, some of us may be provoked 
into thinking that the only difference between 
this kind of police action and the activities 
of some of the police states of infamous memory 
in recent world history is essentially one of 
degree, ft is true that the legalised persecution 
that is taking place in this country, a.s exempli¬ 
fied by the raids to which 1 have referred, has 
been diicctcd against only a few individuals 
so far; but it may not continue to remain thus 
limited in its extent. 

« * 

Y. B. Chavan. who has for some time 
been an intriguing character on the political 
scene, is now fast becoming a major 
mystery. There is jMjrhaps no subject which 
has prompted more speculation among 
observers of current politics than the motives 
of the Home Minister. The interpretation 
that flatters him most is, of course, the one 
that his socialist convictions arc so strong 
that they have induced him to reconcile him¬ 
self, however reluctantly, to the methods 
which Indira Gandhi is adopting for captur¬ 
ing the Congress organisation for the greater 
glory, -allegedly, of democratic socialism. A 
rather more cynical view that one comes 
across is that the Home Minister is really 
playing a very patient waiting game, that he is 
taking a relatively long-term view of the 
possibilities of Indira Gandhi ovcr-reaching 
herself through her indiscretions or excesses 
and thereby creating a situation in which the 
mantle of the progressive leader cannot but 
flutter and fall over the she uldcrs of Chavan 
himself. 

There is also another explanation for the 
behaviot’f of the Home Minister in the power- 
struggle. This simply is that, although Chavan 
voted against the Prime Minister in the Con¬ 
gress Parliamentary Board on die issue of the 
presidential candidate, he just got cold feet 
once the going became hot. On this reading, 
what we have is merely a case of nerves, 

V. B. 
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Trade 

HARK REVALUED 

THE West German government revalued 
on October 24 the mark upward to 3.66 
marks to the US dollar. The previous 
rate was four marks to the US dollar. 
Thism^ans an increase of 9.2896 per cent 
in the par value of this currency. One 
D-mark is now equivalent to 27.3224 US 
cents as against 25.0 US cents previously. 

INDUSTRIES FOR EXPORTS 

The Ministry of Foreign Trade is of the 
view that expansion of nearly 40 industrial 
units in the private industrial sector will be 
necessary to achieve the targeted increase in 
exports during the fourth Plan. At a meet¬ 
ing of Parliament’s Consultative Commit¬ 
tee recently, ih^ Minister for Foreign 
Trade, Mr B. R. Bhagat, pointed out that 
shortages had already developed or were 
developing in a dozen items threatening 
our export performance. He listed the main 
reason for the shortages as increasing 
domestic demand. The 40 units, which have 
been identified by the ministry for expan¬ 
sion, are manufacture of diesel engines and 
accessories including fuel injection equip¬ 
ment, sewing machines, dry batteries, elec¬ 
tronic equipment, transmission line towers, 
bicycles, industrial fasteners and telephone 
equipment. 

I.FX. BONDS 

The Industrial Finance Corporation of 
India has decided, in consultation with the 
central government and the Reserve Bank 
of India, to augment its resources by the 
issue of bonds for Rs 5 crores. The bonds 
arc fully guaranteed by the central govern¬ 
ment as to repayment of principal and pay¬ 
ment of interest, and arc approved securi¬ 
ties under the Indian Trusts Act, the Insur¬ 
ance Act and the Banking Regulation Act. 
The y will have a maturity of 12 years and 
will carry interest at 5.75 per cent per 
annum. The issue price will be Rs 100. 
Th‘; list will open on November 3 and will 
close on November 6 or earlier as soon as 
the issue is fully subscribed. The applica¬ 
tions will be received at the offices of the 
Reserve Bank of India at Bangalore, Bom* 


BASTBRK BCONUMlSrl^ 


Winds 

bay, Calcutta. Kanpur. Madras and New 
Dslhi. Arrangements will be made for the 
listing of the bonds with the Bombay, 
Calcutta and Madras stock exchanges. 

AUTOMOBILE aRBURETTORS 

The ban on the establishment of addi¬ 
tional capacity for the manufacture of auto¬ 
mobile carburettors, including carburettors 
for petro-engines used in agricultural pump¬ 
ing sets and sprayers, has been lifted with 
effect from April 1,1969. It has been point¬ 
ed out that the govemn^ent proposes to 
encourage the ancillary manufacturers to 
take up the manufacture of this item. 
Accordingly, interested ancillary manufac¬ 
turers have been invited to submit applica¬ 
tions by December 31, 1969. 

LOCATION OF INDUSTRIES 

Various industries in the country have 
!-hown locational changes in the course of 
their development over the past 15 years. 
Nearness to raw material sources or mar¬ 
kets and various concessions granted by 
state governments such as cheap pow'cr have 
influenced these changes. But the moFt 
important factor has been the govern¬ 
ments* licensing policy. Some indiLstries 
have tended to concentrate in certain areas, 
while some others showed a tendency to 
disperse. These conflicting tendencies have 
had their corresponding effect on the cost 
of production. The Economic and Scientific 
Research Foundation has, in its latest study, 
analysed the changes in the locational pat¬ 
tern of five major industries, namely cotton 
textiles, sugar, paper, cement and chemical 
fertilisers. These industries underwent con¬ 
siderable changes in their locational pattern 
between 1950 and 1965, There was a mixed 
trend of concentration and dispersal in the 
spinning sector of cotton textiles, sugar, 
cement, paper and superphosphate indus¬ 
tries. 

GROWTH OF U.T.I. 

Units ofthe face value of Rs 16.41 crores 
were sold from July 1 to September 30, 
1969, as compared to Rs 11.04 crores 
in the corresponding period of the last 


:: 

year. Of this, an amount of about lU 
lakhs was invested by non-residents 
250 applications. Doling the quarter* ^its 
of the face value of Rs 60.71 lakhs 
repurchased. Announcing the detaild of the 
business done during the' first quarter, a 
spokesman for the trust said that over 
47,000 new investors joined the trust com¬ 
pared to 33,000 in the first quarter of last 
year. 

FORWARD TRADING 

The Prime Minister, Mrs Indira Gandhi, 
recently promised consideration of the 
stock exchanges* demand for resumption 
of forward trading in shafics. A deputation 
on behalf of the Bombay, Calcutta, Madras, 
Ahmedabad and Delhi stock exchanges 
called on Mrs Gandhi recently. It pointed 
out that the ban was having a deleterious 
effect on savings and investments and was 
affecting capital formation. The delegation 
underlined the need for an early resumption 
of normal mirket dealings and emphasised 
that investment activity would get a filli|5 
only under normal market conditions. It 
presented a memorandum to the Prime 
Minister. It offered co-operation to the 
government in mobilising funds for the 
rapid economic development of the coun¬ 
try. 

UTILISATION OF CAPACITY 

The Bureau of Public Enterprises is 
evolving new guidelines for increasing the 
utilisation of idle capacity in public sector 
undertakings. According to the Bureau, 
the problem of idle capacity irv public 
sector undertakings is not of a long-term 
nature but is “long enough to cause con¬ 
cern**. It has advised the undertakings to 
determine the extent of idle capacity, the 
reasons therefor and the remedial measures 
required. The undertakings have also been 
asked to assess the staff requirements by 
specialised agencies to determine the 
strength of surplus staff. The Bureau feels 
that certain administrative deficiencies, un¬ 
satisfactory labour relations and a lack of 
proper marketing techniques in some of the 
units have created idle capacity and a 
lower productivity. 

P.N*B. BRANCH 

The fiftieth branch of Punjab National 
Bank in the capital was inaugurated ret^t- 
ly by the Lt. Governor, Mr A. N. Jha. 
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Mr Jha stated that the 14 nationalised banks 
should be allowed to retain their indivi¬ 
duality and they should not be amalgamat¬ 
ed into a monolithic unit. EITiciency, he 
said, could be assessed only if the banks 
were allowed to have their individuat iden¬ 
tity. MrS.C. Trikha,custodian efthe bank, 
said that during the current year already 70 
now branches had been opened and at least 
25 more offices would be opened in the near 
future. 

CANARA BANK BRANCHES 

Mr K. P. Prabhu, custodian of Canara 
Bank, recently explained how the bank had 
grown and become the country's sixth big¬ 
gest bank and yet retained its character as 
a small raan’.s bank. Speaking on t!\c eve 
of the opening of three new branches in 
diiTerent localities of New Delhi, Mr Pra¬ 
bhu stated that the bank had always laid 
emphasis on the small depositorf. and 
borrowers. He narrated the bank's experi- 
enjes of collecting sizable deposits from 
flower sellers and small transport operators 
in the south as well as lending them moDe> 
to introduce improved techniques. 

COTTON UNDER P.L. 480 

•I* 

The US Department of Agriculture 
recently announced the supply of S 12.6 
million(Rs9.45 crares) worth of American 
upland cotton to this country under the 
PL 480 programme. This authorization pro¬ 
vided for the delivery of 100,000 hales of 
upland cotton from OctolTcr 29 this year to 
Fcbriuiry 28 next. 

INDO-FRENCH TRADE AGREEMENT 

France has agreed to enter into trilateral 
trade arrangements with this country in 
order to increase economic collaboration 
between the two countries. Under the tri¬ 
lateral system of trade that was recently 
evolved ar a Paris meeting of representatives 
of the Indian and French Governments. 
India will export goods to African coun¬ 
tries which will in turn export their com¬ 
modities to France to enable that country 
to export its machinery and equipment to 
India. The trilateral system is being devis¬ 
ed to eliminate the present deftcit in Indo- 
French trade. The goods that India can 
export to France face crippling quota 
restrictions and are also subject to competi¬ 
tion from other European countries whicli 
emoy zero tariffs within the Common Mar¬ 
ket. There is also competition from African 
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associate.s which enjoy preferential treat¬ 
ment in EEC markets. 

HANDICRAFTS ON DISPLAY 

A three-day exhibition of handicraft.s, 
household electrical appliances, agricultural 
implements, books on Indian arts, culture 
and history, and photographs on 
industrial developments was inaugurated in 
Kandhar recently. 

An exhibition of paintings, ceramics and 
handicrafts by Indian artists is currently 
being held at Sona, the shop of Indian 
handicrafts and handlooms located in the 
fashionable quarter of Paris. The exhibi¬ 
tion is organised by France-lndian Union 
Association, which devotes its activities to 
the better knowledge of India in France 

EXPORT OF SILK FABRICS 

During January-August this year this 
country exported Rs 7.25 crorcs worth of 
silk fabrics against the total exports of 
Rs 5 crorcs in 1968. according to provi¬ 
sional figures available here. Silk fabrics 
arc popular in France and West Germany, 
which imported 90 per cent of India's 
exports. Sweden, (he United States and 
Japan followed. 

JOINT VENTURES IN MALAYSIA 

The Malaysian Minister of Commerce 
and Industry, Mr Mohd. Khii Johari, stal¬ 
ed recently that hi* government would 
adopt a flexible apprt)ach towards foreign 
iiiveslments in th: country The new eco¬ 
nomic policy of the government aini^^d at 
ni iintaining and increasing the high rate of 
growth in all sectors of the economy, parii 
cularly the industrial sector. Towards this 
objective, he slid, he was prepared to 
review the govemm?nrs current policy on 
joint veutures in the country. He added that 
the government was prepared to allow a 
gre.iter fl jxibiliiy in th.' ratio of s’l ire capita I 
distribution if the companies concerned 
arc more export-oriented and do not 
wholly require the suppHirl of the domestic 
market. 

U.N. DEVELOPMENT PROGRAMME 

The permanent representative of India 
to the UN, Mr S. Sen, pledged in the UN 
Genenil Assembly rec«intly this country's 
contribution amounting to 3.5 million 
dollars in non-convertible rupees towards 
the UN Development Programme for 1970. 
Mr Sen indicated that the contribution has 
increased this year by about 17 per cent 
and this has been done in response to the 
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appeal made by the UN Secretary-General, 
U. Thant. 

LOWER ATLANTIC FARES 

Air-France has proposed at lATA 
C'onfercnce, which opened its deliberations 
recently at Lausanne, the application for 
low fares for travel on the North Atlantic. 
These fares called “Affinity Group Fares” 
will vary according to period of travel and 
numeric strength of the groups. For exam¬ 
ple, if Air-France proposals arc accepted, 
the fare for a group of 25 pa.ssengers travel¬ 
ling next winter from France to the USA 
will be US I 190 per person, whereas for 
50 passengers or over it w’ill be only US $ 
170 per person. As compared with these 
rates, the lowest tariff for similar groups 
existing at present is US S 205. 

Mr Peter Baker, General Manager^ 
Marketing, BOAC, declared recently that 
BOAC’a 747 aircraft w'ould bring impor¬ 
tant revisions of their fares structure. He 
staled that at Cannes, a year ago, BOAC 
urged acceptance of some imaginative pro¬ 
posals for filling the increased number 
of scats which the giant 747s will make 
available. One was the Contract Bulk 
Inclusive Tour-Fare, which accepted, 
though the rates were higher than 
those BOAC^ wanted. Another, the ('on- 
tract Bulk Affinity Group-Fare, was reject¬ 
ed by som^ airlines. 

NAMES IN THE NEWS 

Mr S. R. Oamani, MP, has been elected 
chtiinnan of the Millowners' Association 
for 1969-70. Mr Daman i has licen a member 
of ih? committee of the association since 
1964. 

The liisiiunc of ('hartered Accountants 
of India, New Delhi, has adjudged the 
Annual Report of Philips India Limited 
for 1967 as the best in the competition for 
1967-68. 

The govcrnni:ni has reconstituted the 
boa id of directors of the Indian Oil C'orpo- 
ration (IOC). Three n':w directors appoint¬ 
ed to the board arc: Mr M. S. Pathak, 
chairman and managing director of Engi¬ 
neers (India) Ltd, Dr. S. K. Mukerjee, 
fiinctionTl dirc-jtor. Fertiliser (lorporalion 
of India and Mr N. C. Sen Gupta, 1(?S. 
chairnvin, Calcutta Port Trust. Mr N. N. 
Kashyap, chairman of the IOC, Mr Sarda- 
nand Singh, minuging director (refineries 
and pipelines division), Mr Kamaijit Singh, 
minaging director(nurkcting division) and 
Mr P. K. Rau, finance director, continue to 
be directors of the reconstituted board. 
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Company Affairs 


GREAT EASTERN SHIPPING 

THE directors of the Grciit Eastern Ship¬ 
ping Co. Ltd have indicated that during the 
year ended June 30, 1969, the company 
sold its 10-ycar old unit m.v. ‘Jag Jiwan' for 
Rs 123.33lakhs against the written down 
value of Rs 96.62 lakhs, thereby making a 
profit of Rs 26.7! lakhs. An oil-bulk-orc 
carrier (OBO carrier) of 100,600 d.w.l. has 
been contracted by the company to be buih 
in Sweden for delivery in March-Junc 1972 
period. The cost of this carrier is estimated 
at 112 million (Rs 9 crorcs). The entire 
finance has been externally arranged by 
getting 20 per cent loan from the TCICI 
and 80 per cent from the shipyard. The 
union government has agreed to provide a 
rupee loan to the extent of 75 per cent of 
the value of the ship over a period of eight 
years and also to guarantee the deferred 
payment. The directors propose to submit 
to the government a modernisation and 
expitnsion scheme for purcha.se and sale 
of ships for delivery during the current and 
the next financial year. 

MYSORE KIRLOSKAR 

The Mysore Kirloskar Ltd has rcix>rtcd 
that during the year ended June 30, 1969, 
sales increased from Rs 332.68 lakhs to 
Rs 457 lakhs. The company's working has 
resulted in a gross prolit of Rs 107 lakhs. 
The directors have proposed to raise the 
equity dividend from 6 per cent to 10 t>cr 
cent. Out of the gross profit, the directors 
have provided Rs 34.41 lakhs for deprecia¬ 
tion, Rs 2.43 lakhs for development rebate 
i-cscrve, Rs 5.26 lakhs for managing agents* 
remuneration and Rs 33.75 lakhs to gene¬ 
ral reserve. Last year a sum of Rs 2 lakhs 
had been transferred to debt redemption 
reserve. Equity dividends will absorb Rs 10 
lakhs and preference dividends Rs 3.40 
lakhs. The company's foundry at Harihar 
is working at full capacity. To meet the 
increasing demand for castings, the di¬ 
rectors propose to set up one more unit of 
foundry in Hubli-Dhaiwar area. Out of 
the three types of new m achines taken up 
for manufacture, one was placed on the 
market last year. The first grinding machine 
was sold in January, 1969, and the auto¬ 
matic production lathes will be ready for 


market by December 1969. The directors 
propose to take up the manufacture of high¬ 
speed threading machines in technical colla¬ 
boration with Messrs. Cridan of Paris. 
Tlic ICfCl has extended foreign currency 
loan of US $865,000 for the import of 
machinery for (he company’s development 
programme. 

AUTOMOBILE PRODUCTS 

The directors of Automobile Products 
of India Ltd have decided to issue frcsl: 
capital in the form of rights shares of Rs 
10 each to be issued to the existing share¬ 
holders at par in the ratio of one new share 
for every four shares held. The proceeds of 
the proposed rights issue will be utilised for 
financing the expansion programme. 

HUKUMCHAND JUTE 

Kukumehand Jute Mills Ltd has recorded, 
during the year ended March 31, l%9, 
a net loss of Rs 2.65 lakhs compared to 
the loss of Rs 29.65 lakhs in the previous 
year, after providing Rs 26.65 lakhs for 
depreciation. After making some adjust- 
m:jnts, a debit balance of Rs 26.80 lakhs 
h IS been carried forward. No dividend has 
b^en declared. Sales have risen to Rs 9.43 
crores from Rs 9,05 crorcs. The directors 
state that trading conditions remained 
extremely difiicull due to an acute shortage 
of raw jute. Prices of raw jute remained 
disproporlionateiy high compared to tho.se 
of finished goods. I hcy, however, point 
out that in the last two months the prices 
of raw jute have fallen owing to a bu n- 
per crop. They expect l>etter trading con¬ 
ditions. The demand for sacking and 
hessian has also picked up and they hope 
this to continue during 1970. The com¬ 
pany's caustic soda plant is wwking 
steadily and the rated productii>n is being 
maintained. The utilisation of liquid 
chlorine has also been well maintained. 
Schemes for the expitnsion and diversifica¬ 
tion of this section are being considered. 

INDUSTRIAL CABLES 

The subscription list of the Rs 17.50 
lakhs public issue of Inditstrial Cable' 
(India) Ltd opened on October 21 to close 
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on October 31 or earlier but not before 
October 25. Of the present issue of Rs 20 
lakhs comprising 14,000 equity shares of 
100 each and 6,000 (9.5 per cent) redeem¬ 
able cumulative preference shares of Rs 
100 each, equity shares worth Rs 2.50 
lakhs have been allotted to DLF Housing 
and Construction Private Ltd by way of 
conversion of its unsecured deposit with 
the company and the balance of Rs 17.50 
lakhs is olTcrcd to the public. The autho¬ 
rised capital is Rs 1.20 crores and the sub¬ 
scribed and paid-up capital Rs 43.06 
lakhs. The issue is fully underwritten. The 
proceeds of the issue will be utilised for the 
expansion of the company's activities. The 
company has received an industrial licence 
to manufacture super-tension cables. The 
plant will be set up at Rajpura. 

CHEMICALS AND FIBRES 

Chemicals and Fibres of India Ltd has 
achieved a marked improvement in its ex¬ 
ports during the year ended September 30, 
1969. Its exports of "Tcrenc” fabrics 
amounted to Rs 81.12 lakhs during 
1968-69. With this, the company's total- 
exports since its cn(i-y into export field in 
1965 amounted to nearly Rs 2 crorcs. The 
company’s exports now consist of both 
fabrics and garments mJdc from blends of 
“Terciic" with cotton, visco.se, silk, jute and 
camel hair. The major portion of the 1968- 
69 exports went to countries in north 
Africa, south-east Asia and west Asia but 
the company has done considerable spade¬ 
work in western Europe and (he Americas. 
The company plans to concentrate on the 
export of finished gaimcnts to maximise 
the \aluc of cxpori.s. 

EXCEL INDUSTRIES 

During the year ended September 30. 
1969, the sales of Excel Industries Ltd 
touched a figure of Rs 218 25 lakhs as 
against Rs 173.33 lakhs in 1967-68. 
Amongst their products, the high-grade 
lhcrm.ll process phosphoric acid and oxalic- 
acid continue to -be in gtmd demand. 
Production of these two chemicals reached 
a record level of 1,662 tonnc'. The com¬ 
pany is a producer of ^evcraI technical 
psUicidal mitcrials for which there has 
been a growing demand. Sales of their 
fumigants celphos (aluniinium phosphide 
tablets) and m;thyl bromide exceeded la.si 
year's sale by mire than. 150 per cent. 
The new project for production of clc- 
m:nial phosphorus has made consider¬ 
able headway. The plant which will be 
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i<Kated at Bhavnagar will be designed and 
erected by Kxccr.s ovn team of engineers 
and technicians. 

INVESTMENT CORPORATION 

The board of directors of the Investment 
Corporationof India Udhns recommended 
a dividend of Rs 9.50 per ordinary share 
(subject to deduction of tax at source) for 
the year ended June 30, 1969. It will ab¬ 
sorb Rs 17.79 lakhs. The net profit for the 
year before taxation is Rs 26.80 lakhs. 
Provision for taxation is Rs 3.35 lakhs. 
A sum of Rs 23.50 lakhs has been trans¬ 
ferred to general resoi-vc. The gross income 
for the year has been Rs 51.26 lakhs as 
against Rs 53.55 lakhs in the previous year. 

TRAVANCORE CHEMICAL 

The Travancore Chemical and Manu¬ 
facturing Co. Ltd has maintained the final 
distribution for the year June 30, 1969, 
at 12.5 per cent making a total of 25 per 
cent for the year. The company has earned 
a gross profit of Rs 26,33 lakhs against 
Rs 32.31 lakhs last year. The sales 
were around Rs 178.33 lakhs during the 
year. After providing Rs 5.50 lakhs for 
depreciation, Rs 11.70 lakhs for laxatioin 
and Rs 0.84 lakh for development rebate 
reserve, there is a net profit of Rs 8 29 
lakhs. The interim dividend claimed Rs 
3.75 lakhs. A sum of Rs 4.65 lakhs has 
been transferred to gcncial reserve from 
which the proposed final dividend is to be 
paid. The company's progress during the 
current year is said to be satisfactory, parti¬ 
cularly in diversification of its products. 

AHNEDABAD JUPITER 

The Ahmedabad Jupiter Spg. Wvg and 
Mfg Co. Ltd has produced disappointing 
working results for the 15 month-iwiod 
ended March 31, 1969. The sales and other 
receipts amounts to Rs 11.38 crorcs for 
1968-69 compared to Rs 8.05 crorcs in 
the previous year 1967 (12 months). The 
company has incurred a gross loss of 
Rs 72.60 lakhs for 1^68-69 compared to 
Rs 14.79 lakhs in the previous year This 
loss has been arrived at after making 
provision for depreciation of Rs 31.52 
lakhs for 1967, and after writing back the 
c.xcess provision made in the past ycai 
for depreciation of Rs 49.80 lakhs up to 
December 31, 1967. The net loss amounts 
to Rs 72.64 lakhs compared to Rs 14.81 
lakhs in the previous year After adding 
a sum of Rs 35.04 lakhs of the past year's 


balance of loss, the company has carried 
forward a total los.s of Rs 1.08 crorcs 
to the next year. 

AHMEDABAD LAXMI 

The Ahmedabad Laxmi Cotton Mills Ltd 
has recorded a gross profit of Rs. 12.57 
lakhs for 1968-69 compared to Rs 10.41 
lakhs in the previous year following a 
rise in sales to Rs 2.37 crores from Rs. 
2.05 crorcs in 1967-68. The directors have 
not recommended any dividend on ordinary 
and preference shares in view of past 
losses. The net profit amounts to Rs 10.67 
lakhs compared to Rs 1.96 lakhs in the 
previous year. 

TRtBENI TISSUES 

Tribeni Tissues Ltd proposes to issue for 
public subscription 1,025,000 equity 
shares of Rs U) each at a premium of 
four rupees each. The comjxiny ha.s an 
authorised capital of eight crorc rupees in 
equity .shares of Rs 10 each and an issued, 
subscribed and paid-up capital of Rs 
324.21 lakhs. The present issue is for Rs 
113.9 lakhs in equity shiircs of Rs 10 each, 
of which 114,000 shares worth Rs 11.39 
lakhs have been reserved for subscription 
by directors, employees and friends at a 
premium of Rs 4 per share. Incorporated 
in November 1946, the company specialises 
in the manufacture of a variety of light¬ 
weight tissues mainly for the cigarette in¬ 
dustry, base-tissues for carbon copy paper 
and other speciality light-weight tissues. 
Its paper mill is situated at Chandrahati 
near Tribent, about 40 miles from Calcutta. 
The company has undertaken an expansion 
programme to raise the manufacturing 
cajxicity to 8,500 tonnes a year involving 
a capital outlay of about Rs 3 crorcs. 

GODFREY PHILLIPS 

D. Macropolo and Co. Ltd, the present 
sole distributor of Godfrey Phillips India 
Ltd, will be merged with the latter company. 
The directors of Godfrey Phillips feel that 
tiic amalgamation of the two companies 
will result in increased profitability of the 
company. As per the merger scheme, 
Godfrey Phillips will issue to the members 
of Macropolo and Co. Ltd 83,480 equity 
shares of Rs 10 each at par credited as fully 
paid-up for 16,698 fully paid equity shares 
of Rs 100 each held by them in the ratio 
of five equity shares of Rs 10 each of God¬ 
frey Phillips for one equity share of Rs 100 
each of Macropolo and Co, The vesting, 
when sanctioned by the Bombay High 


Court, will take effect from July i, 1969. 
The new shares to bo issued to the share¬ 
holders of Macropolo and Co., will rank 
pari passu with the existing equity that these 
shares will he entitled to a pro rata divi¬ 
dend declared by Godfrey Phillips for 1969 
for the ixiriod July 1 to December 31, 1969. 

CAPITAL AND BONUS ISSUES 

I'hc government has allowed seven com¬ 
panies to issue bonus shares of more than 
Rs 28.96 lakhs. The amount of bonus 
shares ranges between Rs 59.895 and Rs 
15 lakhs. 

Amco Batteries fdd, Bangalore, has 
been accorded consent* to capitalise R$ 
15 lakhs out of its fiee reserves and issue 
fully paid equity shares of Rs 100 each as 
bonus shares in the ratio of three bonus 
shares for every seven equity shares held. 

Balk that Tea and Fibre Industries Ltd, 
Calcutta, has been accorded consent to 
capitalise Rs 3 lakhs out of its general 
reserve and issue fully paid equity shares of 
Rs lOeachas bonus shares in the ratio 6f 
three for four equity shares held. 

The Mir/apur Electric Supply Company 
Ltd, Calcutta, has been accorded consent 
to capitalise Hs 59,895 out of its general 
shares and issue fully paid equity shares of 
Rs9each as bonus shares in the ratio of 
one for every ten equity shares held. 

Sfancs Tyres and Rubber Products Ltd, 
Coflmbatore, has been accorded consent to 
capitalise Rs 3,75,000 out of its free re¬ 
serves and issue fully paid equity shares 
of Rs 10 each as bonus shares in the ratio 
of one for two equity shares held. 

CJalcutta Industrial Chemicals and Mine¬ 
rals Company Pvt. Ltd, Calcutta, has been 
accorded consent to capitalise Rs. 50,000 
out of its general reserves and issue fully 
paid equity shares of Rs 25 each as bonus 
shares in the ratio of one for four equity 
shares held. 

The Modhujorc Coal Company Private 
Ltd, Calcutta, ha.s been accorded consent 
to capitalise Rs 4,00,000 out of its general 
reserves and issue fully paid equity shares 
of Rs 100 each as bonus shares in the ratio 
of two for five equity shares held. 

The Wesmaili Engineering Company 
Private Ltd, Calcutta, has been accorded 
consent to capitalise Rs 2,12,500 out of its 
general reserves and issue fully paid equity 
shares of Rs 100 each as bonus shares in the 
ratio of one for two equity shares held. 
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BASTERN BOaHOMUSS 


INDUSTRIAL FINANCE CORPORATION 
OF INDIA 

Si% BONDS 1981 

PAYMENT OF INTEREST & REPAYMENT OF 

PRINCIPAL GUARANTEED BY THE GOVERMENT 
OF INDIA 

AMOUNT OF ISSUE : Rs. 5 , 00 , 00,000 

Issue Price : Rs. 100.00 per cent 

REDEEMABLE AT PAR ON THE 3RD NOVEMBER, 

1981 

The Bonds are approved securities under the Indian 
Trusts Act, the Insurance Act and the Banking Regulation 
Act, and are also eligible for grant of advances to Scheduled 
Banks by the Reserve Bank of India. They are on the 
approved list of securities of the State Bank of India. They 
are also eligible for investment of the accumulations of the 
Provident funds, exempted as well as non-exempted. 

Subscriptions will be received in cash or by cheque at 
the branches pf the Reserve Bank of India at Bangalore, 
Bombay, Calcutta, Kanpur, Madras and New Delhi from 
Monday, the 3rd November, 1969 but the list will be closed 
without notice as soon as the total subscriptions amount to 
Rs. 5.00 crores, and in any case, not later than the close of 
business on Thursday, the 6th November, 1969. The Cor¬ 
poration reserves the right to retain subscriptions received 
iipto 10% in excess of the sum of Rs. 5.00 crores. 

The Bonds will have a currency of 12 years, and will be 
repaid at par on the 3rd November, 1981. They will bear 
interest at the rale of 5J% p.a. from the 3rd Nov., 1969. 
Interest will be payable half yearly on the 3rd May and 3rd 
November, and will be subject to tax under the Income 
Tax Act, 1961. 

Copies of the prospectus and application forms can be | 
had from the offices of the Reserve Bank of India as also 
from the Head Office of the Corporation at Burmah-Shell 
House (Annexe II), Connaught Circus, New Delhi and its 
branches at Mehta Mahal, 5th Floor, 15-Mathew Road, 
Post Box No. 3928, Bombay-4, 23-Rajendranath Mukherjee 
Road, Post Box No. 2483, Calcutta- 1 and Raji Building, 
3rd Floor, 147 Mount Road, Post Box No. 1080, Madras-6j 

Arrangements will be made for listing of these Bonds at] 
the Bombay, Calcutta and Madras Stock Exchanges. 

Brokerage will be paid at the rate of 6 paise per Rs. 
100 to recognised banks and brokers on allotments made in 
respect of applications for the Bonds bearing their stamp. 

NEW DELHI (N. D. NANGIA) 

Dated 8th October, 1969 CHAIRMAN 

davp 69/305 
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Shri C. M. TeliTala 


Addressing the 41st Annual General Meeting of the Indian 
Insurance Companies’ Association held in Bombay on Tuesday, the 
28th October. 1969, the Chairman, Shri C.M. Tclivala urged that 
the general insurance industry should expeditiously realise the 
need for groupwoiking towards adoption of rationalised measures 
symbolising true motivating spirit behind the social control mea¬ 
sures recently adhered to, and that the Government also should 
create an inspiring climate for the companies operating in the 
industry to meet the challenges posed by these epoch-making 
measures. 

While expressing deep appreciation for the untiring efforts of 
the Special Committee for the Industry headed by Shri P.U. Patel, 
with a view to succintly acquainting the public, the members 
of Parliament, and the Government, with the problems faced 
and pecularilies affecting the general insurance business, Shri 
Telivala reminded the Members that social control measures were 
the ones which the industry had bargained for and warned that it 
was substantially upto the industry to sec that it grabbed opportu¬ 
nities to turn the bad bargain into the best. 

Shri Telivala further expressed that any laxity on the part of 
the industry would act with a boomrang and advised that the 
companies should avail of the forum of this Association to analyse 
the matters affecting them by mustering united strength so as to 
streamline and stabilise their working on the lines of accepted 
standards and consistent with the spirit of social control measures. 
He called on the leaders of the industry to initiate effective measures 
for self-imposed discipline that would discourage any further 
control. In this context, he also reminded the authorities to 
appreciate that social control measures were meant for promoting 
and developing general insurance business on sound lines and not 
designed to create obstacles in its legitimate functioning. He 
expressed his confidence that given a good will on both sides, noth¬ 
ing but good could emerge from social control measures now 
enforced. 

Referring to the economic situation prevailing in the country, 
Shri Telivala said that growth potentials were unfortunately 
eclipsed by socio-political upheavals in the country and that the 


introduction of the Fourth Five Year Plan, implementation of 
Annual Plan for 1969-70, in spile of modest optimism emerging 
from better agricultural production and gradual economic re¬ 
vival, were highly dependent for their success on effective mobilisa¬ 
tion of the available resources. In the context of decision to na¬ 
tionalise 14 major Indian banks, and some other strategic economic 
measures that would be adhered to in the future, Shri Telival^ 
emphasised the need for supporting the Government, in imple¬ 
mentation of economic policy programmes designed to reduce 
social tensions, economic inequalities based on discipline oriented 
towards effeient workability and commercial profitability. 

Shri Tclivala, referring to the restrictive measures adopted by 
the various State Financial Corporations, State Governments and 
other quasi-govcrnnient bodies in respect of general insurance 
business, emphasised an urgent shift in the policies of the Govern¬ 
ment and the public sector institutions towards maintenance 
of reasonable competitiveness in the general insurance business 
and avoidance of any curbs on freedom to chooscrany competitive 
source. 

Shri Tclivala, laid an accent on voluntary jestraint by the em- 
loyees in general insurance industry on an ever-growing ten¬ 
dency to liquidate all sorts of leave permissible under the rules only 
because such were the provisions and not because of genuine need 
to do so, iii the cause of enhancing the productivity and efficiency 
in the assigned tasks especially when we were celebrating the 
100th birth day of Mahatma Gandhi who believed in dignity of 
labour and devotion to work. 

Grow more 

Work more 

Save more 
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THE MYSORE PAPER MILLS. LIMITED 

BANGALORE - 2 

Speech delivered by Sri H.G.V. Reddy, I.A.S., Cbairiii 9 n and Managing Director, 
The Mysore Paper Mills Limited, at the Thirtyfoorth Annual Genera] Meeting of the 
Company held at Bangalore on Monday the 27tb October 1969. 


Ladies and Gentlemen, 

I deem it a privilege to welcome you cordially to the 34ih Annual- 
O^eneral Meeting of your Company. The Report of the Directors, 
the Audited Bilance Sheet of your Company for the year ended 
31-3-1969 have with you for som-tim: and with your per¬ 
mission, 1 shall take them as read. 

I assum'd charge of the Oifijc of the Chairmin and Managing 
Director in May this year in succession to Sri M. D. Shivanan- 
jappa, I.A.S. Sri M. D. Shivaiianjappa was in charge of the 
affairs of your Company for a record period of a decade and 
more. His dynamic and efficient management of the affairs ol 
the Company and personal involvement in the problems have 
been miinly responsible for the smooth and successful implemen¬ 
tation of the Schcnii of Expansion raising the produclion capacity 
of your Mills to 18,000 tonnes and achieving a production of 
over 21.000 toifties which has placed your Company on a firm 
and sound basis and truely laid foundations for further dcvclop- 
m.'nt and profitability. 

Your Directors have placed on record their high appreciation 
of the valuable services rendered by Sri M. D. Shivananjappa 
during the period he held offi:c as Chairman and Managing 
Director. On this occasion, I w'ould like to pay a special tribute 
to Sri M. D. Shivananjappa on your and my behalf for the solid 
and splendid services he has rendered to your Company 

Speaking for myself 1 have had the privilege of.being'closcly 
associated with Industry, Trade and Commerce for over 16 years 
both in India and abroad and I am confident that with the co¬ 
operation of the Executive Staff of the Company and the advice 
of the Directors. I would be able to contribute to the furihci 
progress of this Company. 

The Balance Sheet for the year under review gives a bciici 
and brighter picture. It is of special significance that the para¬ 
doxical situation of production and profits running in opposite 
directions has been corrected during the year. That situation was 
mainly due to the fatal combination of mounting costs and stagnant 
soiling prices of paper. 

The Profits in Paper Industry have bt'cn falling since 1960 
and had reached a low ebb in 1968. I would like to recall that 
the Paper Industry made repealed representations to Government 


for a suitable revision of prices having regard to the cost of pro¬ 
duction and dwindling profits with a view to encourage investment 
m Paper Industry for further development, as there had been a 
a severe set back in the industry of late. How'ever, the Oovern- 
mmi of frvi’ii choij to d;-co.i’rol paces Tne critical situation 
his been corrected to s.>:n: exlcii» by su:h de-:omrol of paper 
prices. I am happy to say that the rising trends of production 
have been maintained and even improved in that as against a 
produ.'lion of 20,427 ionn:s last year, production this year has 
been 21,284 tonnes. The turn-over during the year has been 
Rs 390.98 lakhs as against Rs 323.76 lakhs in the previous year. 
As indicated in yotu D.re:tor’s Rcpoi l, lire prices of raw materials, 
cheni'cals. stores and freight charges have registered a further 
rise 

Increased proLluclioii, economics secured by high operational 
effi.-iency and slight increase in selling prices have miiinly contri¬ 
buted to relieve to a considerable extent the stress and strain laid 
on your finances by the combination of mounting costs and 
stagnant selling piices 

The accounts foi the year disclose a gross piolit of Rs 74.46 
I.ikhs as against Rs 50.20 lakhs last ycai before providing for 
Interest and Depreciation. After charging Rs 29.75 lakhs for 
Interest and providing Rs 37.54 lakhs for Depreciation for the 
year ending 31-3-1967, the balance remaining o\er would be 
Rs 7.17 lakhs Out of this, Rs 3 73 lakhs has Ixjcn transferred 
to Tax Caedil Ccrtificaie Reserve and Rs 3.44 lakhs to Develop¬ 
ment Rebate Reserve. 

I am happy to point out that while it had not l>ccn possible 
during the prcvoiis ycai lo piovide anyihing for depreciation, 
this year we have l>ecii able to provide Rs 37.54 lakhs towards 
Deprejiahon .ibsorbing one year's aneais of depreciation. I 
consider this to be a happy augury and the year has turned lo be 
a year of protit though smill. I wish lo recall what was stated 
last ycai in regard to the working of the C’ompan> * 

*1 am glad that the Government of India at long last have 
taken the decision to de-control paper from 3rd May 1968 and 
the industry is free to adjust prices of pt'ipcr keeping in view the 
intcrcjits of m iiiufaclurers, consumers, and national economy, 
and w ith adjustni'nis of prices, ncccssitaicd by increase in produc- 
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tion costs, the earnings of your Company would increase to a 
considerable extent and the picture that would emerge during 
(he coming year would be better and brighter." 

I have no doubt that the shareholders would feel that what 
was anticipated has been achieved and the working results for 
the year under review would be considered to be quite satisfactory. 
In this connection, I feel it is necessary to refer to the position 
of our loans. The total borrowings on account of Development 
amounted to Rs 302 lakhs inclusive of foreign currencies. In 
regard to the loan from the Commonwealth Development Finance 
Company Limited, Lo idon, the loan stands at Rs 94.5 lakhs 
(enhancement by Rs 24.5 lakhs on account of DcvalucUion). 
This loan is repayable in 7 equal annual instalments of Rs 13.5 
lakhs ixjr annum, commencing from 3J-3-1970. In regard to the 
Industrial Credit and Invcstnteiit Cor|x>ralion of India loan, 
the amount borrowed was Rs 70 lakhs. The amount paid upto 
the date of Devaluation was Rs 13 lakhs. The balance was 
enhanced to Rs 91 lakhs on account of DcvaliiiUion. A sum of 
Rs 46 lakhs has subsequently been repaid and the balance out¬ 
standing is Rs 45 lakhs. A second loan to the extent of Rs 17.7.5 
lakhs w’as also raised from the Industrial Credit and Investment 
Corporation of India, to finance import of first set of spares anti 
agaiast this, five instalments amounting to Rs 5.J5 lakhs have 
already been paid to the Industrial Credit and Investment Cot- 
poration of India. The balance remaining over is Rs 12.60 lakhs. 
With the result, the loans today stand at Rs 57.6 lakhs. Had it 
not been for Dcvahuition and consequent enhancement, the loan 
with the Industrial Credit and Investment Corporation of India 
would have stood at Rs 18 lakhs. As against the first loan of 
Rs 60 lakhs froni the Industrial Finance Corporation of India, 
we have already paid Rs 12 lakhs. The balance remaining over 
is Rs 48 lakhs. To meet the enhanced liability on account of 
Dcvaluiition and other effects, a second rupee loan of Rs 60 lakhs 
was taken from the Industrial Finance Corporation of India and 
Rs 30 lakhs from the Canara Banking Corporation Ltd, the latter 
on a second charge on the Company's assets. As on date Rs 7 5 
lakhs have been paid to the Industrial Finance Corporation of 
India and the balance icmaining i.s Rs 52.5 lakhs. The loan from 
the Canara Banking Corporation Ltd., has been paid in full. 
With the rc.sult, there is no longer the second charge on the 
assets of the Company. As against the total borrowings of 
Rs 302 lakh which was enhanced to Rs 367 lakhs on account of 
Devaluation the loans today stand at Rs 253 laklvs. The improve¬ 
ment in our earnings and the easy cash position have made it 
possible to make these payment amounting, in all, to Rs 114 lakhs. 
The Cash Credit Account with the State Bank of Mysore was 
being formerly operated upto the maximum limit of Rs 80 lakhs 
and during the year under review it has been reduced to round 
about Rs 45 lakhs thus reducing interest charges. Further, the 
State Bank of Mysore have reduced the rate of interest from 


91 % to 9% which also further reduces interest charges for whic|i 
wo arc grateful to the State Bank of Mysore. 

As I said before, provision has been made for a Year’s dep¬ 
reciation out df the profits of the ciurrcnt year under review. With 
the reduction in loans and consequent reduction in debt service 
charges and together with provision for Deprecaition for a year, 
I hope that substantial portion of the remaining arrears of 
depreciation, will be wiped out soon, during the current year thus 
paving the way for consideration of early declaration of 
dividends. 

I am glad that the production and realisation for the first six 
months of the current year have been quite satisfactory and augur 
well for a bright future. I do not anticipate any difficulty in main¬ 
taining and further improving production and keeping costs 
under control. With the disappearance of rcce.ssion and with 
resumption of economic activities, market conditions have been 
quite favourable and there has been a good demand for paper 
resulting in quick sales thus avoiding locking up of funds. I have 
no doubt that in not too distant a future, your Company will 
join the list of Companies that arc declaring dividends. t 

It is gratifying for me to inform you that the relations between 
the Labour and Management have been quite cordial. The Me¬ 
morandum of Settlement entered into between the Management 
and Labour Association fixing the period of three years expired 
on 8th August 1969. I need hardly state that any requests and 
representations from our Labour Association have always received 
the sympathetic consideration at the hands of your Board of 
Directors consistent with the resources of the Company. Tlic 
employees as per the Payment of Bonus Act arc entitled to 4% 
of their earnings for the year as Bonus which is provided in 
accounts and since paid accordingly. 

I wish to express on behalf of the Directors and my own, our 
warm appreciation of the willing and e/Iicient co-operation of all 
our employees. 

I would like to express on behalf of the Directors and Share¬ 
holders our grateful thanks to the Central and State Governments 
for their abiding interest in the progress of your Company. 

I am grateful to my colleagues on the Board for their whole¬ 
hearted support and valuable guidance. 

Ladies and Gentlemen, witli these observations, I now move 
that ihi Directors’ Report and Audited Balance Sheet and Profit 
and Loss Account for the year ended 31st March 1969—be 
A PPROVED AND ADOPTED. 

AT. R.—This does not parport to be a report of the proceedloge 
of the Shareholders' meeting, a copy of which shall be 
sent to the 'Shareholders reparately. 
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RECORDS AND statistics 


WHOLESALE PRICES 


THE wholesale prices as measured by the official index (with 
the year ended March J953—100) declined by 0.2 per cent to 
226.0 during August 1969 when compared to 226.5 fbr July 1969. 
(The index was, however, higher by 4.7 per cent when compared 
with AuguU 1958). The fall in the alNcomm^dity index was 
shared by ‘liquor and tobacco' (—1.1 per cent to 224.5) and 
‘industrial raw materials’ (—1.7 per cent to 262.9). The index 
for ‘food articles’, ‘fuel, power, light and lubricants' and ‘manu¬ 
factures’ however, remained almost stationary at thcii 
previous month’s levels. 

Food Articles 

The sub-group index for ‘cereals' advanced by 1.4 per cent 
to 214.0 due to an increase in the prices of all the cereals except 


bajni which depicted a fall. Higlier prices of gram and masur 
raised the index for ‘pulses' sub-group by 0.5 per cent to 214.4. 
A fall in the prices of miong and urad, was however, recorded 
The index for ‘foodgrains’ moved up by 1.2 per cent to 214.1 
due to higher prices of both ‘cereals' and ‘pulses'. The index for 
‘fruitsand vegetables’ receded by 1.1 per cent to 247.6 owing to 
u fall in the prices of potatoes, bananas and cashewnuts. The 
prices of onions and oranges, however, advanced. Due to a fall 
in the price of milk the index for ‘milk and ghee’ declined by 2.1 
per cent to 249.5. A fractional rise in the price of ghcc was, 
however, registered. The prices of groundut oil and gingelly 
oil fell while those of m islard oil and coconut oil rose, w ith the 
result that the index for ‘edible oils’ remained stationary at its 
curlier month's level of 32h.2 An increase in the prices of fish. 


INDEX NUMBERS OF WH0LF:SALE PRICES BY GROUPS AND SUB-GROl PS OF COMMODITIES 


Group and sub-group 


Food articles 

Foodgrains 

Cereals 

Pulses 

Fruits and vegetables 
Milk and ghee 
Edible oils 
Fish, eggs and meat 
Sugar and gitr 
Others 

Liquor and tobacco 

Tobacco 

Fuel, power, light and lubricants 
Industrial raw materials 

Fibres 

Oilseeds 

Minerals 

Others 

Manufactures 
Intermediate products 
Finished prodvets 

Textiles 

Cotton manufactures 
Jute manufactures 
Woollen manufactures .. 

Silk and rayon manufactures 
Metal products 
Chemicals 
Oil cakes 

Machinery and transport equipment 
Others 

All commodities 


Source ; Economic Adviser to the Government of India 


(Base : 1952-53- 100) 


Increase (-f) or 
decrease (—) in 


August 

Julv 

August 

August 

1969 as 

1969 

1969 

1968 

compared with 




•July 1969 

•Aug. 1968 

244.5 

244.4 

244.4 

Nil 

Nil 

214.1 

211.5 

208.7 

+ 1.2 

+ 2.6 

214.0 

211.1 

209.1 

+ 1.4 

+2.3 

214.4 

213.4 

206.9 

+0.5 

4-3.6 

247.6 

250.4 

366.6 

1 . 1 

- 7.1 

249.5 

254.8 

244.3 

2.1 

+ 2.1 

326.2 

326.2 

246.0 

Mil 

+ 32.6 

257.0 

236.2 

238.0 

9.2 

+ 8.4 

217.8 

218.6 

401.6 

0.4 

45.8 

321.4 

328.6 

251.2 

2.2 

4-27.9 

224.5 

227 9 

193.8 

-1.1 

1 15.8 

219.9 

223.4 

187.3 

1.6 

4- 17.4 

204.5 

204.6 

192.5 

Nil 

+6.2 

, 262.9 

267.5 

219.9 

1.7 

+ 19.6 

226.9 

241.3 

213.6 

6.0 

+6.2 

335.2 

332.2 

249.1 

-f 0 9 

•1 34.6 

149.9 

144.2 

139.2 

4.0 

+ 7.1 

202,8 

204.2 

182.3 

—0.7 

+ 11.2 

176 5 

175.6 

167.8 

4-0 5 

+5 2 

222 9 

221.8 

200.7 

-^0,5 

+ 11.1 

168.9 

168.0 

162.3 

4^0 5 

+4.1 

164.3 

163.8 

1.S9.0 

4-0.3 

+3.3 

161.3 

160.8 

157.9 

4-0.3 

+ 2.2 

175.5 

174.7 

162.0 

4-0.5 

+ 8.0 

206.7 

203.6 

193.8 

4-1.5 

+ 6.7 

146.5 

147.5 

151.3 

4-0.7 

-3.2 

226,6 

223.3 

223.9 

4-1.5 

+ 1.2 

166 8 

165.7 

151.9 

0.7 

+9.8 

283.5 

280.1 

257.8 

f 1.2 

+ 10.0 

159.1 

159.1 

156.0 

Nil 

+ 2.0 

143.5 

141.5 

136.9 

4-1.4 

+ 4.8 

226.0 

226.5 

215 8 

—0.2 

+47. 

____ __ 

_ __ 

_ 


- _ - -- 
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eggs u nd meat pushed up the index for 'Ash, eggs and meat* by 
9.2 per cent to 257.2. The sub-group index for *sugaf and gur* 
receded bj 0.4 per cent to 217.8 due to a fractional fall in the 
pricc.s of sugar and gur. Among the ‘other food articles’ the prices 
of tea, turmeric, cardamoms, beteJnuts and salt fell while coffee 
rose fractionally and the index for this group declined by 2.2 
iw cent to .121.4. 

Liquor and Tobacco 

The index for liquor and tobacco* receded by I. I per cent to 
224.5 due to a fall in the price of ‘tobacco raw*. 

The index for ‘fuel, power, light and lubricants* group worked 
out to 204.5 as against 204.6 for the earlier month. The prices 
of castor oil declined during the month under review. 

industrial Raw Materiafs 

The index for ‘fibres* sub-group fell by 6.0 per cent to 226.9 
due to a decline in the price of jute raw. The prices of cotton 
raw\ hemp raw, wool raw and silk raw, however, advanced. 
Higher prices of groundnuts, caslorsced, rapesced, cottonseed, 
and copra pashed up the index for ‘oil seeds' by 0.9 per cent to 
335.2. A fall in the price of linseed and gingellysccd was, how¬ 
ever, recorded. The indc.x for ‘minerals* sub-group moved up 
by 4.0 per cent to 149.9. Among the other industrial raw mat¬ 
erials’ the prices of skins raw, tanning material, rubber and logs 
and timber receded while hides raw and lac advanced, and the 


indiex for this* group moved down by 0,7 per cent to 202,8 
the month. 

Metmediiite Products 

The index for ‘jntemiediate products’ advanced by 0,5 percent 
to 222.9 owing to an increase in the prices of zinc and copper. 
The prices of linseed oil, cotton yam, rayon yam, coir yam and 
aluminium, however depicted a fall. 

Finished Products 

The sub-group index for ‘textiles* advanced by 0.3 per cent to 
164.3 due to an increase in the prices of cotton manufactures 
(+0.3 per cent to 161.3), jute manufacturers (0.5 per cent to 
175.5 and woollen manufactures (1.5 per cent to 206.7). Among 
cotton manufactures the price of handloom cloth rose while 
cotton cloth (mills) stood unchanged. The index for silk and 
rayon manufactures, however, receded by 0.7 per cent to 146.5. 
The index for ‘metal product* rose by 1.5 per cent to 226.6 due 
to higher prices of finished steel. An increase in the prices of 
paints, drugs and medicines pushed up the index for ’chemicals’ 
sub-group by 0.7 percent to 166.8. The prices of dyeing materials 
and fertilisers registered a slight fall. The index for ‘oil cakes’ 
advanced by 1.2 per cent to 283.5 as against 280.1 for the pre¬ 
ceding month. The sub-group index for ‘machinery and trans¬ 
port equipment* stood stationary at its previous month’s leveK^f 
159.1. Among the other ‘finished products* the prices of paper 
and newsprint, bricks and tiles and glass rose and the index for 
‘finished products* rose by 0.5 per cent to 168.9 when compared 
with the preceding month. 


INDEX NUMBERS OF INDUSTRIAL PRODUCTION 
(Base :t960=r 100) 


1968 l%9* 




March 

April 

May 

General Index 





Seasonally adjusted 

161.1 

168.0 

171.2 

l(>6.8 

Crude 

161.1 

175.4 

166.1 

163.3 

Mining and quarrying 

144.2 

143.9 

150.4 

151.2 

Manufacturing 

156.3 

J7I.8 

163.2 

J59.7 

Food manufacturing 

108.4 

141.9 

140.9 

134.8 

Sugar (refined) 

84.5 

. 300.0 

221.9 

122.6 

Vanasapati 

140.4 

144.0 

139.8 

148.1 

Tea 

104.9 

29.0 

67.3 

114.2 

Coffee curing 

114.4 

302.5 

246.0 

199.0 

Cigarette manufacturing 

163.3 

150.4 

152.4 

150.1 

Manufacture of textiles 

112.5 

105.2 

108.0 

108.2 

Cotton textiles 

111.7 

108.9 

109.9 

N.A. 

Cotton spinning 

124.1 

122.7 

122.7 

N.A. 

Weaving of cotton textiles 

96.2 

91.7 

93.7 

N.A. 

Woollen textiles 

144.2 

135.3 

142.7 

N.A. 

Jute textiles 

96.4 

69.1 

73.2 

73.3 

Paper and paper products 

185.0 

211.6 

193.2 

193.2 

Manufacture of paper 

186.8 

210.6 

192.7 

193.3 

Manufacture of paper board 

187.2 

230,3 

206.5 

N.A. 

Rubber products, 

202.1 

220.7 

211.4 

194.4 

Tyres and tubes 

227.6 

260.1 

248.9 

226.1 

Chemicals and chemical products 

197.4 

220.1 

203.5 

204.0 

Basic industrial chemicals 





(including fertilizers) 

265.8 

304.8 

263.7 

260.6 

Heavy organic chemicals 

241.8 

270.9 

257.0 

246.9 

Heavy inorganic chemicals 

270.2 

294.6 

275.5 

288.7 


1968 1969* 




March 

April 

May 

Synthetic resin and plastics 

169.9 

148.1 

180.4 

169.2 

Synthetic fibres 

230.4 

226.7 

210.4 

217.2 

Dyestuffs and dyes 

181.1 

216.5 

175.9 

197.1 

Fertilizers 

448.9 

581.0 

461.0 

388.9 

Paints, varnishes and lacquers 

117.1 

114.2 

117.4 

110.7 

Drugs and pharmaceuticals 

154.4 

N.A. 

N.A. 

N.A. 

Fine chemicals 

169.5 

112.1 

246.2 

127.1 

Petroleum refinery products 

260.1 

309.4 

270.8 

284.4 

Non-metallic mineral products 

154.8 

172.0 

165.3 

170.6 

Cement 

152.3 

178.9 

172.4 

179.9 

Basic metal industries 

193.7 

224.6 

203.5 

203.5 

iron and steel basic industries 

185.4 

218.3 

195.1 

194.4 

Non-ferrous basic metal indus¬ 




tries 

238.5 

258.3 

248.6 

253.9 

Aluminium manufacturing 

400.5 

412.0 

412.5 

422.5 

Metal products 

181.2 

204.5 

201.5 

196.0 

Machinery (except electrical) 

327.6 

398.4 

315.8 

260.6 

Industrial machinery 

149.6 

153.0 

112.5 

112.7 

Machine tools 

261.0 

405.9 

209.5 

200.4 

Electrical machinery 

277.5 

328.2 

309.1 

327.4 

Transport equipment 

142.9 ’ 

145.6 

138.1 

126.4 

Motor vehicles 

149.5 

171.8 

140.7 

150.4 

Motor cycles and bicycles 

220.1 

243.6 

239.1 

247.9 

Motor cycles and scooters 

395.8 

518.3 

452.5 

505.7 

Bicycles and tricycles 

182.7 

185.2 

193.7 

193.7 

Electricity 

266.6 

290.1 

241.6 

N.A. 


♦Provisional 


Source : C.S.O. 
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MONEY SUPPLY WITH THE PUBLIC 

(Rs. crores) 


Last Friday 




Money Supply 

Total 
Currency 
with Public 

Total 

Deposit money with the public Total 

Net Demand Other Deposits Variation 
Deposits of with Reserve in Money 
Bank Bank Supply 

196(W1 




2.868.61 

2.098.05 

770.56 

757.10 

13.46 

+ 199.16 

1961^2 


• m 


3,045.82 

2,201.16 

844.66 

827.43 

17.23 

-f 177.21 

1962^3 




3,309.97 

2,379.47 

930.51 

907.98 

22.53 

4-2WJ5 

1963-64 




3,752.12 

2,605.56 

1,146.56 

1,114.66 

31.90 

-f442.15 

1964-65 




4,080.28 

2,769.05 

1,311.23 

1,289.52 

21.70 

+328.16 

1965-66 




4,529.39 

3,034.28 

1,495.10 

1,478.38 

16.72 

+449.11 

1966-67 




4,949.96 

3,186.80 

1.753.16 

1,711.75 

41.41 

+420.57 

1967-68 




5,350.07 

3,576.08 

1,974.99 

1,917.66 

56.32 

+400.11 

1968-69 




5,776 51 

3,680.17 

2,096.34 

2.015 46 

80.88 

+426.44 

July 1968 




.5,388.95 

3,373.70 

, 2,015.25 

1,958.44 

56.81 

—8r.76 

February 1969 




5,601.12 

3,581.34 

2.020.79 

1,951.40 

69.38 

+ 102.04 

March 1969 




5,779.25 

3,681.97 

2,097.28 

2,016.41 

80.88 

+ 177.13 

ApriM969 




5,923.68 

3,768.82 

2,154.86 

2,059.80 

95.07 

+ 144.43 

May 




5,920 56 

3,785.01 

2,135.54 

2,074.61 

60.94 

—3.12 

June 1969 




6,038.52 

3,787.22 

2,251.30 

2,202.80 

48.50 

+ 117.96 

July 1969 




5,952.16 

3,725.25 

2,226.91 

2,183.81 

43,09 

—86.36 


RESERVE BANK OF INDIA 

(Rs crores) 



Oct. 10 
1969 

A week 
ago 

A month 
ago 

A year 
ago 

Issue Department 

Notes held in bank¬ 
ing department 

21.bl 

34.65 

20.04 

17.37 

Notes in circulation 

3,521.64 

3,446.85 

3,518.07 

3,249.90 

Total notes issued 

3,549.32 

3,481.50 

3,538.1 1 

3.267,26 

Gold coin and bullion 

182.53 

182.53 

182.53 

115.89 

Foreign Securities 

260.89 

240.89 

240.89 

226.42 

Rupee coin 

73.12 

75.31 

71.93 

81.90 

Government of India 
rupee securities 

3,032.78 

2,982.77 

3,042.77 

2,843.05 

Banking department 
Deposits of central 
government 

55.60 

58.48 

50.19 

59.41 

Deposits of stage 
governments 

8.07 

14.61 

12.13 

5.21 

Deposits of banks 

178.71 

176.59 

175.68 

157.07 

Other deposits 

225.11 

227.67 

236.01 

322.84 

Other liabilities 

484.68 

494.33 

491.54 

380.69 

Total liabilities or 
assets 

952.18 

971.67 

965.55 

925.22 

Notes and coins 

27.79 

34.76 

20.14 

17.43 

Balances held abroad 

151.23 

165.01 

153.26 

107.89 

Loans and advances 
(£r) State governments 

100.67 

85.26 

68.15 

117.76 

{b) Scheduled com¬ 
mercial banks 

40.25 

21.88 

23.71 

64.42 

(c) State co-opera¬ 
tive banks 

278.66 

275.31 

264.66 

222.29 

(d) Other loans and 
advances 

9.18 

8.62 

8.20 

9.49 

Bills purchased and 
discounted 

211.26 

.246.31 

275.63 

215.92 

Investment 

99.09 

101.23 

J19;23 

134.39 

Other assets 

34.05 

33.29 

32.47 

35.63 


SCHEDULED COMMERCIAL BANKS 


(Rs crorcs) 



Oct. 10 
1969 

A week 
ago 

A month 
ago 

A year 
ago 

Demands deposits* 

2,067.41 

2.080.75 

2.076.01 

1,805.93 

Time deposits* 

2.672.04 

^654.57 

2,635.23 

2,277.04 

Aggregate deposits* 

4,739.45 

4.735.32 

4,711.24 

4,082.97 

Cash 

128.58 

130.14 

121.10 

111.44 

Balances with Re- 

serve Bank 

164.29 

171.58 

166.22 

148.09 

Cash and balances 

with Reserve Bank 

292.87 

301.71 

287.32 

259.53 

Borrowings from 

Reserve Bank 

42.58 

18.04 

23.95 

64.42 

Investment in go- 

vemment securities 

1,251.46 

1,267.93 

1,241.28 

1,080.61 

Advances 

2,881.66 

2,888.58 

2,855.92 

2,557.38 

Bills purchased and 

discounted 

598.92 

586.24 

578.47 

510.22 

Inland Bills 

424.08 

416.30 

411.18 

360.21 

Foreign bills 

174.84 

169.94 

167.29 

150.01 

Total bank credit 

3,480.58 

3,474.82 

3,434.39 

3,067.61 

Percentage of 

(6) to (3) 

6.18 

6.37 

6.10 

6.36 

(8) to (3) 

26.41 

26.78 

26.35 

26.47 

(11) to (3) 

73.44 

73.38 

72.90 

75.15 


* Excluding intcr*bank borrowings. 

Source : Reserve Bank of India. 
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SPECIALITIES : 


SUITINGS 

ROLLER & 

SHIRTINGS 

SCREEN PRINTS 

LENOS 

TAPESTRIES 

POPLINS 

OHOTIES 

TOWELS 

SAREES 

ETC. 

ETC. 
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INDIA’S FCMUtlGN EXCHANGE RESERVES 


857 


In Rupees lakhs In millions of US dollars 


Transactions with Transactions with 

I.M.F. r.M.F. 


Variations* Variations* 

over the over the 


End of 

Gold^ 

Foreign 

exchange* 

Total 

Reserves 

(1+2) 

previous 

year/ 

month 

Drawings 

Repur- 

cha.ses 

Gold^ Foreign Total 
exchange* Reserves 
(7+8) 

previous 

year/ 

month 

Draw'- 

ings 

Repur¬ 

chases 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1! 

12 

1960*61 

117,76 

185,85 

303,61 

-59,25 


10,71 

247 

391 

638 

-124 

.. 

22.5 

1961-62 

117,76 

179,55 

297,31 

-6,30 

119,05 

60,70 

247 

378 

625 

-13 

250.0 

127.5 

1962-63 

117,76 

177,34 

295,10 

--2,21 

11,90 


247 

373 

620 

-5 

25.0 

. • 

1963-64 

117,76 

188,05 

305.81 

-f 10.71 


23.80 

247 

395 

642 

+22 

. . 

.0 

1964-65 

133,76 

115,92 

249,68 

-56,13 

47.62 

47,61 

281 

244 

525 

-117 

100.0 

JOO.O 

1965-66 

115,89 

182,09 

297,98 

-f 48,30 

65,46 

35.71 

243 

383 

626 

+ 101 

137.5 

75.0 

1966-67 

182,53 

295,91 

478,44 

+ 180,46 

89,29 

43,09 

243 

395 

638 

+ 12 

187.5 

57.5 

1967-68 

182,53 

356.02 

538.55 

+ 60,11 

67.58 

43,23 

243 

475 

718 

+ 80 

90.0 

57.5 

1968-69 

182,53 

394,17 

576,70 

+ 38,15 


58,50 

243 

526 

769 

+51 


78.0 

July 1968,, 

182,53 

356,75 

539,28 

-57 



243 

476 

719 

-1 



August V, 

182.53 

352,88 

535,41 

-3,87 



243 

471 

714 

-5 



September,, 

182,53 

383,14 

565.67 

+ 30,26 



243 

511 

754 

+ 40 



October ,, 

182.53 

399,29 

581,82 

+ 16,15 



243 

533 

776 

+ 22 



November,, 

182,53 

367,40 

549,93 

-31,89 



243 

490 

733 

-43 



December,, 

182,53 

328,99 

511,52 

-38,41 


30,03 

243 

439 

682 

-51 


40.0 

January 1969* 

182,53 

325,72 

508.25 

-3.27 


22,87 

243 

435 

678 

-4 


.30.5 

February „ 

182,53 

349,06 

531,59 

+23,34 



243 

466 

709 

+ 32 


• . 

March 

182.53 

394,17 

576,70 

+45,11 


5,60 

243 

526 

769 

+ 60 


7.5 

April „ 

182,53 

446,88 

629,41 

+ 52.71 


37,46 

243 

596 

839 

+ 70 


50.0 

May 

182,53 

457.90 

640,43 

+ n.02 



243 

611 

854 

+ 15 



June ,, 

182.53 

445,90 

628,43 

—12,00 



243 

595 

838 

-16 



July 

182,53 

462,68 

645,21 

+ 16,78 

•• 


243 

617 

860 

4- 22 




(1) Gold has been valued at Rs 53.58 per 10 grams up to May 1966 and at Rs 84.39 per 10 grams thereafter. 
. (2) Includes foreign assets of the Reserve Bank and government balances held abroad. 

(3) Movement in reserves; increase (+) /decrease (—). 

* Provisional. 


Source; Reserve Bank of India 
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CONSUMER PRICE INDEX NUMBERS FOR WORKING CLASS 

1968 1969 

Centre I960- 1%1- 1962- 1963- 1964- 1965- 1966- 1967- 1968- June Jan. Feb. Mar. Apr. May June 



61* 

62 

63 

64 

65 

66 

67 

68 

69 















(1949=3 

100) 









All-Indial 

124 

127 

131 

137 

157 

169 

191 

213 

212 

214 

207 

205 

207 

208 

210 

216 








(1960«. 

100) 









All-India 









174£ 


170 

169 

170 

171 

173 

178 

Ahmedabad 

102 

103 

105 

110 

124 

130 

148 

168 

165 

161 

162 

163 

164 

164 

166 

169 

Alwaye 

102 

105 

106 

112 

130 

145 

158 

183 

198 

203 

193 

188 

189 

193 

200 

210 

Asansol 

97 

100 

105 

115 

126 

140 

145 

168 

176 

180 

171 

171 

172 

173 

174 

177 

Bangalore 

101 

106 

109 

114 

124 

144 

159 

172 

180 

178 

179 

180 

180 

180 

182 

184 

Bhavangar 

101 

103 

104 

107 

123 

132 

152 

173 

176 

169 

180 

176 

171 

172 

174 

175 

Bombay 

100 

104 

106 

108 

119 

130 

147 

162 

167 

167 

167 

166 

170 

171 

173 

178 

Calcutta 

97 

102 

108 

114 

124 

131 

148 

163 

170 

169 

166 

164 

164 

168 

166 

171 

Delhi, 

101 

104 

108 

114 

128 

136 

152 

172 

178 

174 

175 

175 

178 

178 

179 

182 

Gwalior 

103 

108 

109 

115 

131 

139 

160 

191 

179 

176 

171 

169 

175 

173 

174 

183 

Digboi 

103 

104 

108 

113 

126 

138 

160 

198 

185 

191 

169 

171 

172 

177 

177 

179 

Howrah 

98 

101 

107 

113 

126 

137 

154 

178 

181 

188 

175 

173 

173 

174 

173 

177 

Hyderabad 

102 

104 

108 

115 

128 

140 

158 

167 

173 

166 

172 

172 

176 

180 

183 

18^ 

Jamshedpur 

98 

102 

105 

109 

122 

136 

158 

183 

171 

175 

164 

161 

164 

165 

165 

168 . 

Monghyr 

103 

104 

105 

111 

132 

151 

187 

215 

185 

192 

173 

172 

173 

171 

175 

184 

Mundakayani 

101 

104 

107 

111 

127 

138 

152 

173 

186 

189 

181 

174 

175 

182 

185 c 

194 

Nagpur 

96 

97 

98 

106 

131 

138 

148 

164 

165 

166 

167 

165 

165 

169 

169 * 

174 

Saharanpur 

101 

103 

106 

112 

134 

141 

163 

188 

176 

174 

175 

176 

174 

178 

177 

181 

Sholapur 

99 

99 

109 

106 

123 

128 

150 

165 

167 

164 

168 

166 

170 

171 

170 

173 


* Relates U> the period January to March 1961 except for all-India (1949«=100). 

1 Relates to interim scries for working class discontinued from August 1968. The figures from August 1968 arc, however, estima¬ 
ted on the basis that 100 of the series with base 1960—100 equals to 121,54 of the interim series. 

£ Average of eight months from August 1968. 

Source : Labour Bureau. 

CONSUMER PRICE INDEX NUMBERS FOR URBAN NON-MANUAL EMPLOYEES 

(Base : 1960=. 100) 


Centre 

1961-62 

1962-63 

1963-64 

1964-65 

1965-66 

1966-67 

1967-68 

1968-69 

1968 

June 

Mar. 

Apr. 

May 

1969 

June 

All-India 

104 

108 

113 

124 

132 

146 

159 

161 

160 

161 

162 

163 

166 

Bombay 

103 

107 

114 

125 

132 

142 

153 

156 

157 

155 

158 

160 

164 

Delhi-New Delhi 

105 

111 

116 

125 

131 

142 

154 

162 

161 

165 

164 

165 

166 

Calcutta 

102 

107 

112 

118 

126 

139 

152 

156 

156 

154 

155 

157 

160 

Madras 

106 

111 

116 

125 

133 

147 

154 

154 

154 

154 

156 

157 

159 

Hydcrabad- 

Secundcrabad 

104 

107 

111 

122 

133 

147 

155 

159 

156 

162 

16.1 

164 

169 

Bangalore 

106 

111 

115 

124 

133 

145 

156 

160 

158 

160 

161 

163 

164 

Lucknow 

102 

105 

no 

125 

132 

146 

159 

156 

155 

137 

158 

157 

160 

Ahmedabad 

103 

105 

112 

125 

131 

146 

160 

162 

157 

163 

164 

164 

168 

Jaipur 

105 

108 

115 

126 

133 

150 

162 

168 

165 

168 

168 

169 

172 

Patna 

102 

106 

111 

124 

139 

160 

179 

174 

174 

176 

176 

174 

178 

Srinagar 

111 

120 

128 

134 

143 

160 

160 

167 

166 

170 

170 

171 

173 

Trivandrum 

105 

no 

115 

122 

131 

146 

165 

168 

167 

166 

166 

167 

171 

Cuttack- 

Bhubaneswar 

107 

113 

122 

135 

142 

154 

164 

167 

167 

164 

164 

166 

167 

Bhopal 

109 

in 

115 

128 

133 

144 

166 

166 

162 

166 

164 

164 

f68 

Chandigarh 

105 

108 

114 

124 

129 

143 

155 

164 

158 

169 

169 

166 

167 

Shillong 

103 

107 

114 

121 

123 

134 

155 

163 

163 

163 

167 

165 

164 


Source : Central Statistical Organisation. 
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YES! 

You can obtain 
Product Improvement 
with Cost Reduction 
in your industry 
with 





EXTRUSIONS 

Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HINDALCO Aluminium 
Extrusions. There are endless applications 
m every industry using fabricated metal 
shapes as components of assembly. A sin¬ 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, H-sections, hollow shapes 
or semi-hollow shapes or special shapes. 

Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? It will pay you handsomely to 
do so! Please write to: 

HMDIISTAN AUNMNIUM 
GORPOMTION LTD. 

Works: Renukoot, U.P. 

Offices: BOMBAY 
JELHI-CALCUTTA-MADRAS 
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The Macneill ft BaivY Cheap 

protects the protectors s 



Medicines protect your health. But what protects medicines 
against imparities like dirt and dust P Pilfer-proof seals from the 

Macneill & Barry Group. 


tm- T 

Nearly 15 million pilfer- 
proof and roll-cap seals are 
manufactured eacb month 
by the Group for the phar¬ 
maceutical, cosmetic, pre¬ 
served food and oilindustries 
This is yet another exam¬ 
ple of the Group’s diversifi¬ 
cation to meet the country’s 
noods 

A The name of the manuf’ac- 
^uring unit is Containers Sc 


,MACC.)R^ 


Closures Ltd, and the range 
Includes: steel drums, kegs 
and tin containers. 

Another Successful unit 
of the Group is the Ganges 
Printing Co, Ltd. One of 
India’s largest, most modern 
printing presses, the q.uali'ty 
of its work has won many 

A Yxr a.T*i1 a w 

It is also the only press in 
S. S. Asia capable of produc¬ 


ing shade-cards for the paint' 
and cosmetic industries by a . 
special process. *, 

The Group also earns the 
country foreign exchange . 
through its jute and tea 
exports, and manufactures a. 
wide range of light engineer-; 
ing equipment needed for 
industrial development. 


Qrowlli diMVflih entoii^ilse 
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Til# MacmiU Ik MmxwY Cbfavp 

exports a cup of Indiaii lea 

for the Irish: 



32 tea estates form a part of the Macneill & Barry Group. 
And a considerable quantity of their tea is exported to Ireland, 
Holland, West Germany, Canada, the U.K., Japan and 
the U.S.A. earning foreign exchange for Inma. 


An annual production of 
over 20 million kgs makes 
the Group one of India's 
largest growers of tea. 

And the high quality of 
the tea ensures a ready 
market abroad. 

The Group also exports 
jute goods and manufactures 
a range of light engineering 


equipment needed for indus¬ 
trial development. 

Other activities include;a 
well-known rope works and 
printing press.metalclosures, 
arums and tins ; sensitised 
paper, deep well turbine 
umps and modern aids to 
elp the Indian farmer. 

An integral part of the 


I 


Macneill Sc Barry Group Is 
the Kilburn Division. 

This Division has a sales 
network coviering the entire 
Indian sub-continent. 

200 products—ranging 
from Drawing office pencils 
to heavy plant and machi* 
nery—are marketed through 
this network. 


Growth through ontorpriso 




fUCC.IRi 


























































NOVEMBER 7, 1969 


The Politleal Jiugto 863 

Exporting to Yagoilai'la .. 864 

*SodiiI Oblectiveo of Banking 

and Credit 865 

Coitodlana and Politics 

—The Editor. 869 

Emplofynient-fnvcstnient Ratio and 

Plans— L.O. Bapat 870 

The Economics of Foreign Collabo¬ 
ration— S.K. Suchdev .. 872 

Shortage of Nickel 

—A Correspondent 876 

WINDOW ON THE WORLD .. 878 


Foreign Policy Versus Fxonomic 
E>eveIopmcnt 

A *‘So<?ialisf * Look to the West 
Cemian Miracle 

THE MOVING FINGER WRITES 885 
TRADE WINDS. 886 

Scooters in Public Sector; Private 
Sector Has a Chance; Ban on Re¬ 
sale; New Auto Parts Units; Binny 
Companies Amalgamated; Birin Goa 
Fertilizers; Complaints Cell in 
KCI.; FC.I. Wins Award; Indian 
Banks in Uganda; Japanese Steel 
Units Merger; Debt Relief Assis¬ 
tance; Bonn Aid fof*TV; Visa Regula¬ 
tions Relaxed; Delegations From 
Iraq, Nepal; Bilateral Deal With 
Tunisia; Bid for Big Orders; In¬ 
centives to Sugar Industry; Tarifl* 
Values for Dry Fruits; Names in 
the News. 

COMPANY AFFAIRS .. 888 

Tube Investments; Jiyajcerao Cotton; 
Voltas; Indian Aluminium; Madras 
Aluminium; Tara Chemicals; J.K. 
Chemicals; Qantas; Union Carbide; 
Philips India; Jain Tube; Capital and 
Bonus Issues. 

BOOKS BRIEFLY . 890 

Joint Participation; Economic 
Roundup; Process of Growth: 

From Many Angles; Trade and 
Aid. 

RECORDS AND STATISTICS 898 

Corporate Finances : 1965-66— 

1966-67. 

ANNUAL SUBSCRIPTION 
INLAND : Rs 85.00 
FOREION : £74M) or'll7-00 
Airmail A Advertoement Rates 
on Enquiry 

RBOISUBRED OFFICE 

UCO Bank BuHdini, P. Box H 
Parliament Street* New Oellil*l 


THE POLiTIOtL JUNGLE 


AFTER HAVING been ‘woman-handled’ for weeks, the nunhandling to which 
he was subjected in front of the office of the All-India Congress Committee in 
New Delhi on November 1, might well have come as a relief to the Congress 
President. Our sympathy therefore may perhaps be diverted to the Congress 
party itself. The Prime Minister dutifully expressed her regret regarding this 
miserable episode. This however was merely an act of soulless formality on her 
part. On Mrs Indira Gandhi and those who arc advising her on strategy or tactics 
must fall the blame for the atmosphere of violence in which the Congress party 
has been condemned to conduct its affairs. The fact that this spirit of violence 
could also be seen as part of the larger intolerance prevailing in the country cannot, 
in any way, diminish the responsibility of those who are so obviously exploiting 
it for their partisan political ends. 

Even at this stage amends are possible. There can be no doubt, of course, 
that the Prime Minister and the Home Minister, both Jointly and individually, 
should be held liable for rendering them. The physical obstruction caused to Mr 
Nijalingappa and certain other members of the Congress Working Committee, 
when they were pursuing the perfectly legitimate activity of attending a meeting 
of this body, was an integral part of the demonstration which certain local Cong¬ 
ressmen (including women), who are among the more clamorous supporters of Mrs 
Gandhi, had planned and organised. The Congress President has already taken 
the minima] step of removing two of the sponsors of the demonstration who had 
master-minded the circus on Jantar Manlar Road, If Mrs Gandhi and her 
advisers really have any interest in preserving at least a semblance of decency 
and legality in their confrontation with their opponents or critics in the party, 
they just cannot afford to behave as if nothing else is called for beyond Mrs 
Gandhi’s very formal expression of regret. 

It is open to Mr Chavan to take any view that he may find desirable or con¬ 
venient of his political responsibilities as a leading Congressman—this could be 
the business solely of him and his party—.but the public has a legitimate interest 
ill the Home Minister being found to function properly in his statutory responsi¬ 
bilities for maintaining law and order in the Capital which is in a union territory. 
It is a pity that the Pi ime Minister did not have the personal magnanimity or the 
poUtical wisdom to dissuade at the proper time Mrs Subhadra Joshi. Mr Shashi 
Bhushan and the rest of this disreputable company from their planned staging 
of the unseemly demonstration outside the office of the AlCC. This demonstration 
would not have taken place at all had Mrs Gandhi and her political Planning Com¬ 
mission frowned on it before hand. Their not having done so makes it all the 
more obligatory for the central government and particularly its Home Minister to 
initiate relevant legal action against those who planned and conducted before 
the office of the AICC a demonstration the potential for lawlessness of which 
could easily have been foreseen! This apart, there is also the matter of pro¬ 
secuting those who were seen to indulge in physical obstruction or harassment 
of Mr Nijalingappa or his colleagues and who could be identified by the members 
of the police force or others who were witness to the scene. Unless action on 
these lines is taken by the Prime Minister and the Home Minister, the rot.in 
our public life would surely assume gangrenous proportions. 

The scene before the office of the AICC however was only the symptom of a 
disease. The disease is the creeping authoritarianism which is corrupting 
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go\crnmciii, politics and public life in 
our country. This is the framework of 
reference in wbich the peremptory man¬ 
ner of the Prime Minister in relieving 
the then Deputy Prime Minister 
of his portfolio of finance and 
certain Mib;equcnt instances of 
her style of dealing with her 
opponenfs or critics in the Con¬ 
gress party should be viewed and 
cvaluiitcd retrospectively. When Mrs 
Indira Gandhi unceremoniously took 
away the fmance p>orlfolio from 
Mr Morarji Desai she was not merely 
exercising the legitimate right of a 
prime minister to distribute portfolios 
or even otherwise order the composi¬ 
tion or business of the council of 
ministers. What she did then was to 
challenge the very ethos of her party 
and also ntuch the greater part of the 
political personality of our couniry, 
evoUed painfully through the years by 
genuinely great men and women in 
public life through their conscious and 
continuous practice of positive virtues, 
such as stability of emotions, maturity 
of judgment, understanding, tolerance 
and goodwill and the equally valuable 
complementary, ‘negative' virtues of 
self-restraint and self-denial. 

From then on there has been a 
progressive aggravation of this refuta¬ 
tion of all that is precious in the evolu¬ 
tion of democratic principles and con¬ 
ventions in our country through the 
years of the freedom struggle and the 
earlier years of this freedom itself. 
U is inconceivable, of course, that 
people calling themselves Congressmen 
would have dared to be a party in any 
manner to a situation resulting in the 
indiction of physical indignities on the 
person of the Congress President had 
not Mis Indira Gandhi and hci advisers 
piepaied the ground over a period 
through their deliberate attempts at 
undermining the prestige of Mr Nija- 
lingappa and the office he holds by 
consistently showing him disrespect and 
discourtesy, while denying him the 
courtesies to which he is entitled both 
as Congress President and by virtue of 
his own personal record and position 
in the party. 

It would be a mistake, of course, 
for public opinion to elect to dismiss 
ail this as the funeral of a particular 
political party. Mr Frank Moracs, 
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writing \nThe Indim Express, has called 
for ‘‘a plague o’ both your houses”. 
In a situation such as this responsible 
men cannot readily divest themselves 
ofthedutyof identifying and denounc¬ 
ing the greater sin. It is not necessary 
that we should be able to affirm that 
everything Mrs Gandhi’s opponents 
or critics in the Congress party have 
been saying or doing in the course of 
the present confrontation is right or 
iuflified or entirely in the national 
interest or even in the* interest of their 
organisation. What really matters is 
that, from the time when Mrs Gandhi 
resorted to a somewhat odd way of 
introducing her ‘note’ on the economic 
programme into the deliberations of 
the Congress Working Committee at 
Bangalore, she has been following 
consistently a wholly Machiavellian 
strategy for establishing her personal 
ascendancy in the central government 
and the Congress party. So much so. 

Exporting t< 


some^ ^ puir 

even be provoked to cxelatm that m 
most agreeable feature of the celebra'* 
tion last week of the birth anniversary 
of Sardar Patel was that Mrs Indira 
Gandhi did not seem to have pgrtici** 
pated in any function connected .with 
it. The conduct of Sardar Patel aa 
the second man after Jawaharlal Nehru 
in the Congress party or as deptity 
prime minister in the Nehru cabinet 
was an outstanding example of the 
sacrificial subordination by a great 
patric r of his personal claims and senti¬ 
ments to the larger interests of his 
party and his people. There may not 
be many in our midSt today who could 
have, with clean conscience or a clean 
pair of hands, offered ceremonial 
homage to the Sardar on this anni¬ 
versary of his birth—and whoever 
these men or women may be, it is doubt¬ 
ful that Mrs Gandhi can claim to be 
regarded as one of them. 

4 

Yugoslavia 


THE Tndo-Yugoslav trade agreement 
signed early this year envisages an in¬ 
crease in our exports to Yugoslavia from 
nearly Rs 12crores in 1968 to Rs 52 
crorcs in the current year. It was indeed 
an ambitious target and not many in 
this country believed that this more 
than four-fold rise in exports would be 
achieved. However, the figures of 
actual exports in the first nine months 
of the current year arc encouraging; 
as against exports valued at Rs 10.7 
crorcs in January-September last year, 
the exports of our country to Yugoslavia 
during ihe corresponding period this 
year were valued at Rs 18.6 crores. 
Imports from Yugoslavia in the first 
nine months of the current year were 
valued at Rs 4,8 crores, indicating a 
favourable balance of trade to the tunc 
of Rs 13.8 crorcs. It needs to be noted 
here that in 1966 we had a deficit of 
four crores of rupees in ouc trade with 
Yugoslavia followed by a small surplus 
of Rs 0.9 crore in 1967 which rose to 
Rs 2.9 crores in 1968. The substantial 
improvement in our balance of trade 
with Yugoslavia will wipe out a part 
of the surplus which Yugoslavia had 
built up with us over the preceding 
years and if the present trend continues, 
it will be possible for us to clear the 


accumulated imbalance; of more than 
Rs 30 crorcs in a couple of years. 

A five-member delegation headed by 
Mr K.K. Jajodia, Chairman of the 
Indo-Yugoslav business group of Cal¬ 
cutta which visited Yugoslavia recently, 
has recently returned with high hopes 
of a spurt in this country’s exports to 
Yugoslavia. According to Mr Jajodia, 
whatever success had been achieved in 
increasing our exports to Yugoslavia 
in the current year was due to the 
keen interest taken by the Ministry 
of Foreign Trade and its adoption of 
realistic measures for promoting ex¬ 
ports. The new approach of 
the Ministry of concentrating its 
efforts on a particular market, had 
yielded commendable results. The 
delegation has returned with the im¬ 
pression that demand has been created 
in Yugoslavia for our non-traditional 
goods such as trucks, jeeps, tyres, 
tubes, alunvinium ingots, knitting ma¬ 
chines and totQde converters and now 
it is possible for us to mfket n large 
variety of our non**tmdittonid gocKts in 
Yugoslavia despite stiff eompelition 
from western countries. The other non- 
traditional goods which, with some 
effort, can be sold in the Yugoslav 
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market are industrial engines, com¬ 
pressors, wagons, wire ropes, auto¬ 
mobile ancilliaries anti rubber pro¬ 
ducts. 

Ft will, however, be unwise to assume 
that the Yugoslav market for these 
goods would be won over without hard 
salesmanship. The exporters will 
have to study this market thoroughly 
and then find ways and nftans of win¬ 
ning over the prospective buyers. Be¬ 
cause of decentralisation of trade and 
industry in Yugoslavia, there is con¬ 
siderable competition among the vari¬ 
ous Yugoslav enterprises themselves. 
Yugoslavia has made radical changes 
in its economy during the last five 
years such as abandonment of central 
planning of investment and complete 
control of enterprises over the use of 
their profits. Even foreign capital has 
been invited to share Yugoslav profits. 
In other words, ‘profit’ is no longer a 
disreputed word in Yugoslavia as it is 
in some of its neighbouring socialist 
countries. Our exporters will have 
to acquire substantial knowledge about 
the operation of^he Yugoslav market 
before they can hope to win over a 
big slice of its foreign trade. 

The Zagreb International Autumn 
Fair held in September was described 
by Mr Jajodia as “businesslike”. He, 
however, complained that all the goods 
sent for display could not be put on 
show in an impressive manner even 
though our country had the largest ex¬ 
hibition space among the developing 
countries. In future, our country will 
have to book more space in this fair 
so that all the goods sent for display 
can be arranged in an attractive way 
without giving a feeling of congestion. ' 
The importance of this fair to us lies 
in the fact that within the span of two 
weeks, our businessmen got an oppor¬ 
tunity to meet buyers not only from all 
over Yugoslavia but from other coun¬ 
tries as well, 2^greb fair being the big¬ 
gest commercial event in Yugoslavia. The 
possibility of increasing our exports 
to Yugoslavia has been enhanced by 
the fact that the Yugoslavian economy 
has recently been expanding at a siz¬ 
able paoe. The living standards of people 
are rising and became of the spurt in 
earnings from tourism, dinar— Yugos¬ 
lavian currency —^ is on the way to bc-^ 
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com^ a hard currency. 

The flow of commercial intelligence 
from Yugoslavia is meagre and this 
has been known to be a hindrance in 
enhancing our exports to that country. 
Sometime ago the Indo-Yugoslav trade 
group had asked the Ministry of Fo¬ 
reign Trade to make commercial data 
available to exporters but not much 
has been done so far. Our exporters 

Social Objectives of 

SINCE we arc supposed to have accep¬ 
ted the socialistic pattern of society, 
it must perhaps be presumed we should 
discover social objectives for every 
economic activity. In the case of bank¬ 
ing, the urge to do so of course follow¬ 
ed the imposition of social control on 
banking and the urge has since become 
intensified with the nationalisation of 
the 14 commercial banks. What, the 
uninitiated may ask. arc the social ob¬ 
jectives of banking ? According to 
the study group of the National Credit 
Council that has just reported on orga¬ 
nizational framework for the imple¬ 
mentation of social objectives, “the 
main social objective of banking and 
credit would appear to he that of more 
evenly spreading and ensuring that 
neglected sectors and the small borrow¬ 
ers who have to depend on non- 
institutional credit also get ade¬ 
quate credit at reasonable tcims from 
banks.” (Ifalics ours). So, even before 
the study group went into the question, 
the fact that there still remain in^this 
country many unban ked and under¬ 
banked areas, that such institutional 
creditas there is, is not evenly distributed, 
and that there are neglected sectors and 
small borrowers depending on non- 
institutional credit agencies was com¬ 
mon enough knowledge. 

What the study group has done, 
therefore, is, to quote its own words, 
just to identify major credit gaps and 
make suggestions for action to meet 
the proljlem. Now, it cannot be said 
that these credit gaps had not been 
identified earlier, if only to be fair to 
the man}^ committees that have already 
reported on the subject, wherefore the 
work of the study group boils down to 
merely offering suggestions for action 
to fill these gaps, wherever possible. 
And even that task must have been 



have no information about ifie prict^ 
at which Yugoslavia imports goods 
from other countries, the sources of 
such goods and the import duties levied 
on them. This task has now been taken 
up by the Indo-Yugoslav business 
group. It has achieved limited success 
so far though it hopes to do much 
better when it gets converted into a 
chamber of commerce. 

Banking and Credit 

greatly simplified for the group by the 
availability of several studies, includ¬ 
ing some which have yet to sec the HgW 
ofday, c.g. thalon deposit mobilisation. 

Where then docs the merit of the 
group’s work lie? To be fair to the 
study group, this consists in its having 
brought together under one cover the 
results of various exercises in this res¬ 
pect from time to time, in having closely 
examined the illative points of strength 
and weaknesses of the commercial 
banks and the co-operative credit insti¬ 
tutions and, above all, in the pragmatic 
action—adoption of an area approach - 
it has recommended, although we can¬ 
not bring ourselves to share the supreme 
confidence of Prof Gadgil, the chair¬ 
man of the study group, in the co¬ 
operatives, despite his categorical refe¬ 
rence to the need for studying the 
problem of an appropriate division of 
labour among existing categories of 
credit institutions. 

For instance on page 69 of its report, 
the study group — or is it Prof. Gad¬ 
gil? ~ seems to indicate that this divi¬ 
sion of labour is to he only for the time 
being, as witness this sentence : “Most 
arrangements of the type discussed 
above would be for a limited period, to 
be replaced by co-operative develop¬ 
ments when these take place." In such 
an event, what is to happen to all the 
joint or co-ordinated framework 
proposed to be created now? And also 
what is to happen to the commcicial 
banks? Is it Prof GadgiPs idea (it must 
be presumed so, since no other member 
of the study group has indicated any¬ 
thing to the contrary) that eventually 
all credit institutions should be co- 
operaliviscd — “the direction in which 
the banking system would move”? 
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Perhaps Prof Gadgil might care u> 
clarify his stand on this point. 

liven in regard to the references to 
the relative strength and weakness of 
co-operative credit institutions and 
commercial banks, the report of the 
study group contains nothing new. 
But we thought that, after this clear 
delineation of the position, the study 
group would opt for a happy blending 
of the best features of both so as to 
overcome all the weaknesses discerned 
and yet with either continuing to che¬ 
rish its own independent identity. Un¬ 
fortunately this docs not appear to be 
the unniistiikable trend of its thinking, 
at any rate from the report or the re¬ 
commendations. 

To turn now to the rcu»miumdations. 
1‘hc firs! is, of course, that for the adop¬ 
tion of an area approach to evolve 
plans and programmes for the de¬ 
velopment of the banking and credit 
structure. Under this approach, depen¬ 
ding upon the area of operations and 
the loca*ion. comnv:rcial banks arc to 
be assigned particular districts in an 
area where they should act as pace¬ 
setters providing integrated bunking 
facilities. In other words, the concept 
of multi-purpose banking is to be accep¬ 
ted without further ado. In this way, 
it is proposed to cover all the districts 
in the country, which is just as well. 
A noteworthy feature is that there is 
to be no exclusive area for any bank, 
but, while trying to maintain the elc- 
lucnts of cx mpeiition, the group has 
also taken care to undcilinc the need to 
ensure that competition is not carried 
to a point where it may lead to dupli¬ 
cation and \va‘‘tc. 

rhe success of the whole appiouch 
hinges on the institutional and func¬ 
tional co-ordination that is made or will 
becon^c available in each district, and 
it is signiiitaiU to note here that the 
respt>nsibilily not only for identifying 
and studying local problems and evolv¬ 
ing an integrated credit plan for supply 
of inputs and of processing, storage and 
lU'irkcling facilities and other services 
w’hich may be locally needed, but also 
for providing for - or is it ensuring? 

co-operation in particular of the 
other agencies, e,g. the Reserve Bank, 
the Stale Bank of India, other commer¬ 
cial hanks, the eo-operalive banks and 


EASTERN ECONOMIST 

national linaiicing and other develop¬ 
ment agencies, is cast mainly on the 
commercial bunks. 

fhe study g 'oup has, of course, stated 
later in the report that this should be 
the cimbined responsibility of both the 
the commercial banks and the co¬ 
operative banks of the area. ""Where 
all ihcs: elements and their operations 
have to he brought together" reads the 
report, “the leading part in formulating 
and implementing the plan will have to 
he taken by the commercial banks — 
schedidcd and non-schcduled and non- 
nitioinlised - operating within the 
district, as well as by the co-operative 
central bunks and the co-operative land 
development banks," This should pre¬ 
sent no problem, particularly in view 
of the nalioi\alis;Uion of the 11 banks, 
as the report observes. In this connec¬ 
tion, a reference is nviJc by the studv 
group to the lughlv successful example 
of Nanaiisii, a village in Punjab. Here 
a backward barren village with no 
local resources for its dcvch>pinent 
we arc told, the Stale Bank of Patiala 
launched a pilot project in farm finance 
on a package biisis and made available 
full farm finance, based upon produc¬ 
tion plans, to the entire farming coni- 
miiniiy, including the landless harijans 
who hud no collateral to olTcr, As a 
result of the co-ordinated elforts of the 
bank and other agencies, including the 
state govomm:ni and the Rotary C‘lub 


According to a press report, the British 
Technical Mission on the manufacture of 
artificial fertilizers in India under Mr. G.S. 
Cowing of the Imperial Chemical Industries, 
which has been going all round the country, 
has subniilicd its report to the Govern¬ 
ment of India. The public have been seri¬ 
ously misgiven and agitated over the some¬ 
what mysterious circumstances in which 
the Mission set to work, and from time to 
time disturbing reports about the relation¬ 
ship of the British cartel ro the entire pro¬ 
ject have come out. Naturally, the Govern¬ 
ment owes u duty to publish the entire 
repi>rt at the earliest moment. It is reported 
that the Mission has concluded that sul- 
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of ptitiula, the programme is stated 
to have achieved very good results. 

The district plan approach has three 
aspects, v/z. establishment of branches 
or new units (of the named nationalised 
banks and by the district central co¬ 
operative bank and the land develop¬ 
ment hank) as per a planned minimum 
programme at particular places, formu¬ 
lation of relationships within a given 
structure or a.s between structures, and 
the formulation of proper policies and 
procedures. In the co-operative sector^ 
in particular, it is proposed to encourage 
the establishment of new primary urban 
co-operative banks and to think in 
terms of establishing a new type of 
rural primary bank or a)nvcrting exist¬ 
ing multi-purpose credit societies into 
banks, especially in areas of intensive 
agricultural development. For obvious 
reasons, the study group is keen ^ on 
ensuring a dynamic intcrrclationshfip 
between dilTcrent credit agenciei? so as 
to integrate the development plans of 
the nationalised commercial hanks and 
the co-operative banks. In this context, 
the group has pertinently raised the 
question of the present special position 
of the State Bank of India and itself 
said that the answer to this question de¬ 
pends on how the future organisa¬ 
tional and m iiuigcmcnt structure of 
the total group of nationalised banks, 
including the Slate Bank and its sub¬ 
sidiaries, is delernxiiied. A reference is 


phutc of ammonia can be manufactured 
in India at competitive prices and the posi¬ 
tion as regards raw materials and other 
technical factors is also satisfactory. The 
present target for production is set at 
350,000 tons per year, as against the esti¬ 
mated total requirements of tO million toss 
which can be achieved only as part of the 
long-term post-war programme. On an 
investigation into cost conditions it finds 
that the most economic unit would be a 
single plant to be started at Harduaguitj in 
U.P. producing the entire amount; the capi¬ 
tal cost would be Rs, 10 crores and the 
output could be marketed at Rs. 126 
per ton. 
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also made to a possible area of co¬ 
operation between the bigger banks and 
the small local units — participation 
of the former in the latter ^ - said to be 
quite common in the I’S V. While or 
the question of relationship as bet¬ 
ween the eo-operalive and the com¬ 
mercial structure, it is important to note 
here, the report goes to the extent of 
almost laying down a general principle, 
as it were, ft thus says ; “The general 
principle in defining the details of these 
relations would be that the relations 
within the co-operative structure would 
be maintained on the normal lines 
wherever the appropriate units in the 
structure have enough strength; where 
this is not the case, the functions to be 
performed by the non-existent or weak 
co-operative institutions would be per¬ 
formed by corresponding cornmercial 
units in the public or the private sector.’* 

We are glad that the study group 
has made a pointed reference lo the 
failure of the co-operative movement 
to mobilise deposits adequately. For, 
otherwise, the impression one would 
have got from the report would have 
been that the group was primarily 
interested in making available to the 
co-operative credit sector the resources 
of the commercial banking sector., 
This failure, it is staled, is due partly 
to Jack of motivation and partly to 
lack of conlidence. The truth, howe\cr, 
is Jack of motivation in the main. For, 
where is the necessity for them to think 
of raising funds on their o^^n when 
they are assured of help under sc\eral 
selective refinancing schemes of Ihc 
Reserve Bank at the ridiculously low 
rate of interest of 2-2A per cent? How¬ 
ever, it is well that the report has urged 
remedial action on the part of co¬ 
operatives, which is all the more iicccs-, 
sary if the system is to become self- 
reliant as co-operators cry from their 
house tops it should. As for lack 
of confidence, the other reason given for 
the inability of co-operatives to mobilise 
resources, the study group has appro¬ 
priately pleaded for action on the part 
of state governments to expedite 
enabling legislation to extend deposit 
insurance cover to co-operative banks. 

Much has been said in the report 
about credit to small-scale business and 
artisans and, in respect of the latter, 
it is said that ‘^credit can be made 
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available to a group of artisans--not 
to one artisan, be it noted—only when 
they arc freed from dependence on 
middlemen for supply of materials or 
marketing the product.” But unless 
the artisans clear their dues to the 
middlemen, how will they be freed? 
ft is not clear how the study group 
proposes to tackle this problem. Even 
in regard to small-scale industries, the 
extent of financial assistance offered by 
the State Bank of India and it.s subsi¬ 
diaries, let alone the 14 nationalised 
banks, is not adequate to liquidiitc 
existing loans of these industries and 
also to utilise it for production purposes. 
Indeed, these banks refuse to believe 
ihat the schemes of assistance advertised 
and the public assurances of the chair¬ 
man of the State Bank of India confer 
on them ample disca^tion to do so. 
It is in this context that the reference in 
the report to the formulation of proper 
policies and procedures becomes parti¬ 
cularly relevant. There will be need, 
even after all the proposed steps are 
taken lo make the credit available in 
abundance, “to refashion the present 
policies and procedures of banking and 
credit institutions." As the report goes 
on to s;iy further, “there must be a 
shift on the part of all credit institu¬ 
tions in the emphasis from tau^ibU' 
security to operational viahiHlyy A 
number of useful suggestions as to 
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how this should be done follows. 

The immediate action required to 
i'chiese the purpose in view, according 
to ♦he study group, is the creation of 
an apparatus to evolve an action pro¬ 
gramme for Ihc next one or two years 
in respect of a district or a zone 
cons’sMng of one or more districts. 
Accordingly it has recommended 
the formation of district or 
zonal committees without delay. 
Simultaneously, the group has also 
suggested the creation of an all-India 
machinery - Standing Advisory Com- 
m'Ucc on Credit Assistance (SACCA)— 
for co-ordinating the programmes of 
these district or zonal committees, for 
evaluating their performance and for 
’’mproving the district plans. This 
committee is expected in the first place 
to draw up a master plan to give guide¬ 
lines for the formulation of district 
and zonal plans and for integrating the 
development of credit and banking 
with other activities such as production, 
marketing and supply, and, hence, the 
groups’ insistence on its being set up 
simultaneously with the district or 
zonal committees. Would it not have 
been better to .set up the all-India 
committee first and when it is ready 
with its plans, lo follow it up with the 
creation of district or zonal committees 
which must look up for its needs and 
guidelines? 
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CUSTODIANS AND POLITICS 

THE EDITOR 


WITH politics so much in the foreground 
ofthe nation’s affairs, its economic needs 
and problems have been forced to take a 
back scat. This is in spite of the fact that the 
government’s most important act in the re- 
cent past was the nationalisation of the 14 
of the largest banks with the professed 
objective of ministering to the more pressing 
requirements of important sectors of the 
economy. 

There has been much movement or even 
manoeuvres, no doubt, in the banking w orld 
after nationalisation. Part of it all is clearly 
due to the circumstances in which the top 
executives of the nationalised banks find 
themselves. U is surely no secret that al¬ 
most every one of them feels at the per¬ 
sonal level that he is on trial and that he is 
holding his job as custodian on what 
amounts virtually to probation. In sugges¬ 
ting this 1 am not overlooking the reports 
which have been circulated to the effect 
that the chief executives of nationalised 
banks have received assurances of a kind 
that it is not the government's general 
intention to interfere with their tenures and 
that, on the contrary, they may expect to 
be able to continue ut their posts in the 
normal way provided they execute enthu¬ 
siastically and efficiently the programmes 
which the government may indicate from 
time to time as necessary or desirable for 
the country realising the economic fruits 
which banks* nationalisation is intended 
to bring forth in due course. 

Basle Dacitlen Awaited 

Speaking for myself, however, I do not 
profess to know how authentic these re- 
ports are. Secondly, even if any informal 
undertaking has been given to the bank 
chiefs regarding their security of service or 
continuity in office, it is surely difficult 
to attach any particular value to this under¬ 
taking until the government itself has had 
time to make up its mind on the particulars 
of the structural or other reorganisation of 
the banking system which may have to 
follow nationalisation. Evidence avail¬ 
able as of today indicates that government 
has yet to reach any basic decision in this 
area. One difficulty here probfkbly is 


This article first appeared in The Hindustan 
Times of October 27, 19tS9. 

that the legality of bank nationalisalion 
having been challenged before the Supreme 
Court, the verdict of that authority will have 
to be delivered before any material deci¬ 
sions could be taken or implemented where 
the structural organisation of the nationa¬ 
lised banks is concerned. This, however, 
may not be the whole explanation and there 
are certainly grounds for suspecting that, 
having decided to nationalise first and think 
later, the government is still in the process 
of thinking out what all this could be made 
to mean. 

Speculative State of Affairs 

Given this rather speculative state of 
affairs about the future of the chief execu¬ 
tives of nationalised banks,if not the banks 
themselves, it is perhaps natural that many 
of these bankers should be behaving in a 
somewhat excited manner. In the last 
tew weeks, the custodians of the various 
nationalised banks have been vying with 
one another in propounding and publi¬ 
cising, through press conferences or other 
means, their proposals and plans for a 
brave new banking world guaranteed to 
warm the cockles of the Prime Minister’s 
heart. One thought that this rather amusing 
situation prompts in me is that, with so 
much healthy rivalry coursing through this 
community of bank chiefs, it is perhaps not 
necessary to take a dim view of the func¬ 
tioning of the competitive spirit in nationa¬ 
lised banking. Another thought — and this 
time, a cynical one — that occurs to me is 
that how these bank chiefs had been able 
all these years to contain within their staid 
and sober professional selves this truly 
extraordinary awareness of the potentiali¬ 
ties of nationalised banking which had 
been so magically stimulated in them on the 
historic July 19 or the days following. 

Such thoughts, however, are only di¬ 
versions. What matters is that there is a 
certain degree of activity in nationalised 
banking, although at the time of writing the 
bulk of this activity s'-^ms to be purely 
verbal. It mry be ;fcd certainly that 
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whatever other merits natibpalisM bankimg 
may come to have in practice, the 
jolt administered to the banking system 
on July 19, even if it is largely political ip 
nature, will have significant consequence 
for the technology as well as the economics 
of banking. One of the welcome trends 
in the current thinking of the custodians 
is a tendency to discuss, in new and adven¬ 
turous terms, the possible ways of revolu¬ 
tionising banking techniques so that the 
uneducated or the inadequately educated 
sections of the population, which arc to Ito 
found prominently in the rural economy, 
are enabled to take advantage of the services 
and facilities w'hich the banking system is 
in a position to offer. There is, for instance, 
the proposal that branch managers should 
arrange to have snapshots taken of illiterate 
depositors for purposes of veriticalion of 
identity. While I am certainly not inclined 
to believe that a flood-tide of deposits 
from men and women who cannot sign their 
names is just waiting to rush into the por¬ 
tals of nationalised banking, I am willing 
to grant that there is no harm in u little 
grease being applied to the hinges of the.se 
gates. In other words, it is an obviously 
sensible course for bunks to design or re¬ 
design their facilities and practices to suit 
the realities of the socio-economic or other 
circumstances of various sections of the 
community. 

Cheap Publicity 

At the same time, I am rather less san¬ 
guine about the soundness of some of the 
more fashionable views about bank ad¬ 
vances which have managed to enlist the 
crusading zeal of bank custodians almost 
overnight. It is surely desirable that, at 
least after the political dust raised by bank 
nationalisation has settled down, there 
should be an end to amateurish talk about 
disbursing bank credit as a form of wel¬ 
fare-state philanthropy. Declarations about 
stone-masons or rickshaw-pullers being 
given loans by nationalised banking was, 
no doubt, fun to read about in the news¬ 
papers up to a point of time, but it is surely 
not too early now to impart some degree 
of responsibility to discussions of credit 
policies. From this point of view it is 
indeed unfortunate that custodians of some 
of the leading banks, who ought to know 
better, have decided to go in for cheap 
publicity for scheine.s for making loans to 
flower-sellers, vegetable vendors and the 
like. 

It is the truth, no doubt, that the banks 
have been nationalised in the context of 
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cmolivc politicul controversies. Even so, 
there is no justification for the chiefs of 
the nationalised banks being in an unseemly 
hurry to divest themselves of the responsi¬ 
bility for professional thinking. Sensitive 
as some of these custodians may be to 
considerations affecting their personal pros- 
isccts in natioi<alised banking, they should 
nevertheless prove men enough to be 
guided by their responsibilities to their 
institutions and to the community as a 
whole. While it is no part of these res¬ 
ponsibilities of theirs that they should, in 
any way, try to frustrate or fail to carry out 
the legitimate economic purposes which 
banking, whether nationalised or not, 
ought to serve, they are clearly under an 
obligation to the people and even to the 
government to give without fear or favour 
objective professional advice to the framers 
of the government’s policies for nationalised 
hanking. It is not a very pleasant thing for 
me to say this, but 1 must confess to a feeling 
that 1 am far from convinced that not all 
the custodians arc currently coming up to 
the standards of professional integrity 
which may rightly be expected of them, 
after due allowance has been made for the 
difficult and delicate circumstances in 
which they arc required to fimction for the 
time being. 

Even from the point of view of the archi¬ 
tects of bank nationalisation, this is a state 
of affairs which is not without its disad¬ 
vantages. It would be an extremely short¬ 
sighted attitude on the part of the govern¬ 
ment if it were to rejoice in the lavish burn¬ 
ing of incense by the custodians on the altar 
of nationalised banking. What the govern¬ 
ment may expect and must receive is not 
servile obedience, but constructive co¬ 
operation from professional bankers who 
continue to take pride in their professional¬ 
ism. This is very important If banks' nationa¬ 
lisation were not to prove a prelude to the 
wasting of the substance of our economy. 
This does not become by any means less 
important either when the matter is con¬ 
sidered from the more positive aspect of 
making purposeful use of bank resources in 
the priority sectors of the economy. 

In my view, thinking in tlic government 
and in the Reserve Bank seems already to 
have taken certain wrong directions. For 
instance, a.s a rc.sult of the discussions held 
in the Reserve Bank recently, decisions 
have been taken which seem to attach dis¬ 
proportionate importance to the mere cla- 
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borution of machinery, such as the creation, 
for instance, of a special institution in na¬ 
tionalised banking for looking after export 
finance. To me it seems more important 
that attention should be given, in the first 
instance, to identifying and assessing the 
credit needs of the priority areas even with¬ 
in the priority sectors of the economy and 
meeting them as adequately a.s possible 
with the assistance of the resources avail¬ 
able with the nationalised banks. 

Some days ago I happened to be dis¬ 
cussing this and other allied issues with 
a chief minister who happens to be a practi¬ 
cal farmer himself of no mean achievement. 
As this knowledgeable and responsible 
leader in the administration of the country 
sees it, an attempt is yet to be made at 
assessing realistically the credit require¬ 
ments of a national programme, say, of 
the digging of wells in areas which are at 


JT IS a well-known Keynesian thesis that 
the level of employment is directly related 
to the total investment in the economy. 
Investment via its multiplier and accelera¬ 
tion effects determines the aggregate 
demand which in turn fixes the level of 
employment. 

The volume of new employment created 
in response to a given investment depends 
upon the employment-investment ratio. 
It is the purpose of this article to calculate 
this ratio in our last three Plans for fore¬ 
casting the I ikely ratio in the fourth five-year 
Plan. This will enable us to estimate the 
impact of the fourth Plan investment on 
the employment situation in our country. 
A comparison with the Planning Commis¬ 
sion's assumption regarding new jobs will 
also be interesting. 

The employment-investment ratio is 
difficult to calculate. The data regarding 
the Plan outlays from 1951 to 1966 arc 
invariably based on current prices on 
an annual basis. But as we are consider¬ 
ing the investment over the entire five-year 
period of each Plan, these figures of 
annual investment cannot be simply added 
as the price level fluctuated in each year. 
It is, therefore, necessary that annual plan 
investment figures at constant prices should 
be made available. However, this informa¬ 
tion is not available in the official publica¬ 
tions. 

Hence, we must first calculate annual 
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present unirrigated or only poorly irrigated. 
And yet, this is one of the programmes of 
genuine national importance and priority 
which may be expected to receive resources 
from all possible sources, including na¬ 
tionalised banking. Investment in a pro¬ 
gramme of digging wells could well be one 
of the sounder ways of releasing bank 
credit for agricultural expansion or pro¬ 
duction. Even if it is a form of capital 
investment, its short-tenn productivity 
would render it a sound bankable operation 
in the context of the objectives of nationa¬ 
lised banking. There may be several other 
areas of the economy where such construc¬ 
tive approaches to the recognised needs of 
the priority sectors of the economy may 
help — not least, by relieving bank na¬ 
tionalisation itself of the burden of politi¬ 
cal sensationalism which it now finds itself 
condemned to carry. 


investments at constant prices before adding 
them up. This is done here with the 
help of index numbers of wholesale 
prices. The index numbers u^ed here arc 
averages of 12 months. The annual Plan 
outlays so calculated arc shown in Table I. 

Table I 

Annual Plan outlay at Constant Prices 

Yciir Annual Index Plan 
Plan number outlay 

outlay of at 

at wholesale 1952-53 

respective prices prices 

year’s (1952-53 (Rs crores) 
prices t=i00) 

(Rs crores) 


1951-52 

259.0 

114.1 

227.0 

1952-53 

267.0 

100.0 

267.0 

1953-54 

343.0 

104.6 

328.0 

1954-55 

476.0 

97.4 

489.0 

1955-56 

614.0 

92.5 

664.0 

1956-57 

535.0 

105.3 

508.0 

1957-58 

890.0 

108.4 

821.0 

1958-59 

1,017.0 

112.9 

901.0 

1959-60 

1,012.0 

117.1 

864.0 

1960-61 

1,118.0 

124.9 

894.0 

1961-62 

1,128.0 

125.1 

902.0 

1962-63 

1,386.0 

127.9 

1,084.0 

1963-64 

1,709.0 

135.3 

1,263.0 

1964-65 

2,031.0 

152.7 

1,330.0 

1965-66 

2,374.0 

165.1 

1,438.0 


As regards the private sector investment, 
annual figures are not available. We have 


Employment-Investment Ratio and Plans 

L,G BAPAT 



I^v6mber7» 1969 


EASTERN ECX>NOMlST 


871 


only the total investment in that sector in 
each Pl^n. Hence the investment in the 
private sector cannot be adjusted to price 
changes by adopting the above procedure. 
This difficulty is overcome by using the 
averages of index numbers of wholesale 
prices for each Plan. By comparing these 
averages with the index number of whole¬ 
sale prices of 1952-53, the investment in 
the private sector is calculated to obviate 
the effects of price changes. 

A Rough Picture 

This method of adjusting the private sec¬ 
tor investments to price changes is not 
really satisfactory. It requires that the 
price changes should be smooth and conilmi- 
ous\ So also, they should alTcct all the sec¬ 
tors of the economy wherever investments 
were made in a uniform manner. As is 
known, the price changes during 1951-66 
were neither smooth nor uniform in our 
economy. Hence, the above method gives 
us only a rough picture of the investments 
in our Plans at constant prices. 

Now let us compute the employment- 
investment ratio in each Plan. In the first 
five-year Plan, the total investment in the 
public sector at current pi ices was Rs 
1,960 crorcs. When it is adjusted to price 
changes, it comes to Rs 1,975 crores at 
1952-53 constant prices. The private sector 
invested Rs 1,400 crores during the first 
Plan period. The average of the index 
numbers of wholesale prices from 1951-52 
to 1955-56 boils down to 101.7. The i nvest- 
ment of Rs 1,400 crorcs in the private sec¬ 
tor amounts to Rs 1,377 crores at 1952-53 
prices. Hence, the total investment in the 
first five-year Plan amounted to Rs 3,352 
crorcs at 1952-53 prices. 

This investment created new employment 
opportunities to the extent of seven million. 
This gives us an employment-investment 
ratio of 1 : 4,789 for the first Plan. It 
means that for creating one new opening for 
employment, an amount of Rs 4,789 was 
required to be invested in the economy dur¬ 
ing the first Plan period. 

When thus calculated, the public sector 
investment during the second five-year 
Plan period comes to Rs 3,988 crorcs at 
1952-53 prices, as against the investment 
of Rs 4,600 crorcs mentioned in the Plan 
documents. The average of the index num¬ 
bers of wholesale prices from 1956-57 
to 1960-61 was 124.9. During the second 
fivo-ycar Plan, the investment in the private 
sector amounted to Rs 2,150 crores. When 


it is adjusted to the price changes, it boils 
down to Rs 1,859 crores at 1952-53 prices. 

Thus, the total investment in the private 
and public sectors totals up to R« 5,847 
crores at 1952-53 prices. This invc.stment 
created new employment to the extent of 
10 million. This gives an employment in¬ 
vestment ratio of I: 5,847, which is higher 
than that in the first five-year Plan. 

This was expected. During the first 
Plan, the emphasis was largely on agricul¬ 
ture. where comparatively smaller invest¬ 
ment was sufficient to create a new job. 
Agriculture in general is labour-intensive. 
This was particularly so in our country 
during the first Plan period. On the other 
hand, there was a shift in emphasis during 
the second Plan. Such basic and strategic 
industries as iron and steel, cement etc., 
received a priority. There industries are 
capital-intensive with a smaller employ¬ 
ment potential. This shift in emphasis from 
agriculture in the first Plan to basic indus¬ 
tries in the second Plan is reflci'ted in the 
higher employment-investment raiio. 

The Ratio In Third Plan 

Now let us calculate the ratio for the 
third five-year Plan. The investment in the 
public sector during the third Plan worked 
out to Rs 8,628 crores. When converted 
into 1952-53 prices, it comes to Rs 6,017 
crores. The average of the index numbei*s 
of wholesale prices for 1961-62 to 1965-66 
was 141.2, The private sector invest¬ 
ment of Rs 4,100 crorer amounted 
to Rs 2,904 crorcs when calculated at 
1952-53 prices. 

Thus, the investment in the public and 
private sectors during the third Plan adds 
up to Rs 8,921 crores. The Plan generated 
employment to the extent of 14.5 million. 
It gives us an employment-invcstmem ratio 
of 1 :6,152. Again this ratio is higlier than 
that in the second five-year Plan. 

This too was anticipated, though for a 
different reason. During the third Plan, 
the same development strategy as in the 
second Plan was continued. The em¬ 
phasis was again on creating a solid foun¬ 
dation for rapid future industrialisation of 
the country. Hence, as in the second Plan, 
priority was given to the basic and rtratcgic 
industries in the third Plan. 

Thus, the investment policy of the third 
Plan was the same as that of the second 
Plan. Still, as development process ga¬ 
thered momentum, it was expected to de¬ 
velop bottlenecks in the economy. To 


overcome them, the use of substitutes an4 
inefficient factors was necessary. It meant a 
larger investment for the same results. 

The employment-investment ratio was 
in this way continuously rising during the 
successive five-year plans. The summary 
of the discussion is given in Table 11. 

Table II 


Employment-Investment Ratio In Three Plans 



Unit First Second Third 


Plan 

Plan’ Plan 

Investment 



Public sector 

(Rs 1,975 
crores) 

3,988 6,0(7 

Private sector 

1.377 

1,859 2,904 

Total 

„ 3,352 

5,847 8,921 

Employment 

(Million) 7.0 

10.0 14.5 

Employment- 



Investment 

ratio 

1: 4789 I; 

5847 I; 6152 


Whalcan besaidabout the likely employ¬ 
ment-investment ratio in the fourth five- 
year Plan? According to the draft 
fourth five-year Plan, the total invest¬ 
ment in both the public and private 
sectors is expected to be Rs 24,398 
crorcs. With this investment the planners 
hope to create employment to 18 million 
persons. Thus, they seem to have assumed 
an employment-investment ratio of 
1: 13,554, which appears prima fade to be 
reasonable. 

It should be noted that this ratio cannot 
be compared with the above ratios calcula¬ 
ted for each of the three Plans. The above 
ratios arc calculated at the constant 
prices of 1952-53. The fourth Plan ratio as 
assumed by the planners, v/r., I : 13,554 
is calculated at current prices. The current 
prices are higher than the 1952-53 prices 
by more than 100 per cent. 

Hence, for purposes of comparison, the 
foiu*th Plan investment must be first reduced 
to 1952-53 constant prices. This will re¬ 
quire some assumptions. To begin with, 
wc may assume that the prices will remain 
absolutely stable at the present level. 

The index number of wholesale prices 
was 210.6 in March 1969. If the prices 
did remain at this level, the fourth Plan 
investment will stand reduced to Rs 11,538 
crorcs at 1952-53 prices. This gives us an 
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employmont-inv'esiment ratio of 1 ; 6,410 
which is higher than the third Plan ratio 
by the sani:3 margin by which the third 
Plan ratio is higher than the second Plan 
ratio. This appears to be reasonable. 

However, the assumption of absolutely 
stable prices is not tenable. With the grow¬ 
ing population, there is bound to be demand- 
pul I inflation. With new bottlenecks 
likely to develop owing to the development 
process, some cost-pusli inflation is also 
certain. Hence, some rise in prices during 
the fourth Plan period must be assumed. 

Between March 1966 and March 1969, 
the index number of wholesale prices rose 
by 45 points or 15 points per annum on an 
average. But recently, some downward 
trend in prices is visible. We may therefore 
expect an annual increase of five points 
during the next five years. 

Some assumption regarding the annual 
Plan outlays during the period of the 
fourth Plan is also necessary. During the 
first three Plans, it was found that the 
annual investments gathered momentum 
towards the end of the Plans. 

In fact, only about half of the total 
investment in each of the three Plans was 
made in the first three years. The remaining 


IT is only natural that a developing 
country, such as ours, should import 
foreign technical know-how for achieving 
rapid indastrialisation. Only from this 
point of view the Government of India 
provided reasonable facilities to attract 
foreign firms to participate in the develop¬ 
ment plans of our industries. Conse¬ 
quently, a number of foreigr. firms have 
been coming forward to collaborate with 
our entrepreneurs to set up new indu tries 
to manufacture various types of industrial 
and consumer goods in the country. 
Though a majority of our foreign colla¬ 
borations arc with ruch countries as the 
USA, the UK and West Germany such 
collaborations extend also to other coun¬ 
tries such as France, the USSR, Sweden, 
Italy, Switzerland, East Germany and 
Poland. The collaborations with these 
countries not only provide for technical 
know-how but also extend in some cases 
to financial collaboration with our entre¬ 
preneurs. In some cases the collaboration 
i$ not only with one firm of a country 


half was made in the fast two years. 
We may assume that the same trend 
would continue in the fourth Plan also. 
Then the total investment of Rs 24,398 
crorcs in the fourth Plan would amount 
to only Rs 11,007 crorcs at 1952-53 prices. 
It then gives an employment-investment 
ratio of I : 6,115. It is /owr than the third 
Plan ratio. 

There is no reason to think that the ratio 
would be smaller in the fourth Plan than 
that in the third Plan. Just as in the 
third Plan, the objective of the fourth 
Plan is self-reliance. Therefore, once 
again there will be emphasis on the 
establishment of basic and strategic 
industries. Naturally, the investment 
policy in the fourth Plan is likely to be the 
same as that in the third Plan. But in view 
of demand-pull and cost-push inflation 
and new problems, a higher employment- 
investment ratio seems to be in order. 

To conclude, it appears that the planners 
appear to be too optimistic about the target 
of new employment in the fourth Plan. 
Already the employment situation in our 
country has a.ssumed alarming dimensions. 
In view of this, unwarranted optimism of 
the planners may prove perilous. 


» 

but two or three different firms either 
from the same country or from different 
countries. 

In the last two decades a vast network 
of light, medium and heavy industries 
both in the private and the public 
sector, has been set up with foreign colla¬ 
boration licences and technical aid 
amounting to over 100,000 million 
rupees. The total foreign private invest^ 
ments rose tremendously from Rs 2,600 
million in 1948 to about Rs 9,400 million 
in 1965. If we look at the number of 
collaboration., i.e., about 2,730, which have 
been approved by the government from 
about 25 countries, we can very well 
imagine the rapid increase in collaborations. 
In spite of the fact that a rrajor part of 
our public and private sector industries 
avail of foreign collaborations the quaiity 
of our products remains poor. This is all 
the more deplorable considering the fact 
that our labour is cheap and we have 
many years of association with these 


companies. 

Further these financial collaborations 
have mide a cavity in our economy as they 
take back a big chunk of the profits as 
their share and cause a drain in the country’s 
foreign exchange resources. Some years 
back Prof. Michael Kidon, in a study 
sponsored by the Royal Institute of Inter¬ 
national Affairs, had analysed that 
investors as a whole have taken out 
of our general currency reserves nearly 
three times as much as they contributed 
directly. In addition the fat salaries 
of foreign experts v^o have not much 
work at later stages and the constant 
import of machinery, spares and technical 
know-how continue to cripple the economy. 
The reasons at the back of high prices, 
poor quality and slow product modifica¬ 
tion arc wide and varied. Foremost 
among them arc the slow progress made 
in research and development, quality 
control and standardization. '« 

Import of Technical Know-How 

While it is true that import of technical 
know-how gives a good start for developing 
countries and saves them the tortuous 
and expensive process of rediscovering 
things already known, by no means docs it 
assure an onward march in technological 
progress. It is here that foreign collabora¬ 
tions have had an adverse effect by lulling 
our industries into a spirit of complacence. 
But then how do the developed countries 
sustain their tempo of technological pro¬ 
gress? Well, they invest heavily on research 
and development on a continuing basis as 
they are aware that research and develop¬ 
ment is the backbone to the continued 
growth of business and a sure safeguard 
for survival. In countries where the indus¬ 
trial sector is fairly well-developed, the 
ratio of research expenditure to gross 
national product is relatively high. 

In non-communist economy, research 
often tends to be concentrated in high- 
profit industries. It has also been noticed 
that the research-oriented industries in¬ 
variably grow faster, and industries which 
grow fast need research to create favour- 
ableconditions for accelerated growth. For 
instance, in the USA as much as three 
per cent of gross national product is spent 
on industrial and market research. Though 
in Che UK, West Germany and Japan the 
industry spends a little less than the 
USA, considerable amoui^ts are nonethe¬ 
less being annually spent on industrial 
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Lightness, corrosion resistance, good 
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cal properties needed in a wide range of 
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tdasinlia. 1tist||i«attke6p$thenH^^ 
in (tii6se coimtriei 0^ of the rest of the 
iA/or|d. Their firoducttoii costs are lower, 
product quality better and the productivity 
of labour, maohines and nH>ney ia more 
than anywhere else. For all these, they 
owe so much to the magic key of research 
and development. 

As compared to the developed countrie*', 
India spends 0.26 per cent of its total 
national income on research. Since indu^ 
trial activity w^as io its infancy at the time 
of Independence, it was felt that the only 
way to create a climate fot research and 
development was to organise national 
laboratories under the auspices of the 
government. A chain of national research 
laboratories wore established under the 
Council of Scientific and Industrial Re¬ 
search (CSIR). A few non-profit rercarch 
associations are run by the industry, such as 
ATIRA, BTRA, SASMIRA. and SITRA. 
A few profit-seeking research organizations 
such as the N. C. Corporation (Pvt) Ltd 
and Arthur D. Little Inc, and a few research 
laboratories are also run by the private 
sector like the CIBA Research Centre. 
By and large, the range of these facilities 
is limited and the state looms large in most 
of the research undertakings. 

Limited Research Activity 

As a result of collaborating with foreign 
companies, our companies have also become 
more research and development-conscious 
as the basis for lesearch and development 
activity has been provided by the foreign 
companies. In spite of all this, the rate 
of indigenous R & D activity here is 
rather limited. This may be due to want 
of ability to conduct R & D in these co- 
panies. Even the largo Indian companies 
will require a period of instruction from 
foreign companies before they can attempt 
significant independent R & D activity. 
In this age of expansion and high technical 
development the establishment of the 
research and development cells and insti- 
* tutes to facilitate the work of research 
and tet^ical know-how is all the more 
felt. It is of utmost importance to under¬ 
take rcseardi with a view to ultimately 
turning it into a commercial proposition. 
If a development comes through ahead of 
its scheduled thne a long period of waiting 
is necessary before its usefulness can be 
conunercially exploited. 

In ad^hitni to eaffyjdg om lese^ 

there is utmost. 


peed to bring about fniit^ collabo¬ 
ration between scientific research and 
industry. In fact, most of the research 
scientists who ate working in research 
institutions are isolated from industry. 
The research staff for the national 
laboratories is obtained from the univer¬ 
sities as agaiQ<>t the practice in the 
other parts of the world to have a fair 
proportion of the research men drawn from 
industry itself. Many of our scientists 
have brilliant academic careers but their 
experience of scaling up laboratory 
processes for application in industry or 
their coasciousness of the vital factors of 
cost and time in industry arc far from 
adequate. 

Foreign collaborations tend to bring to 
home companies standards of foreign 
principals based on the national standards 
of their respective countries. The multi¬ 
plicity of collaborations and hence of 
standards for the same utility can at times 
be revealing. Quite often it is the foreign 
collaborator who insists on the use of 
components and materials confonning to 
his country’s specification and this leads 
to the continued import of components 
and the like purely due to ignorance thereby 
retarding the suitability of indigenously 
available materials. Especially, it is due to 
the tendency on the part of foreign colla¬ 
borators to recommend the use of designs, 
materials for manufacture etc. with which 
they are familiar, even though these details 
based on national standards of the colla¬ 
borator’s country of origin arc not always 
economical for adoption under the condi¬ 
tions prevailing in India. 

Problem of Standardization 

The collaborators not only recommend 
their designs, etc., but in general, arc reluc¬ 
tant to change the design or raw material 
requirements for the end-product so as to 
base them on the national standards of the 
client country. Add to these causes, the 
limited experience and knowledge and 
tack of confidence on the part of 
the local entrepreneurs to make changes 
in the specifications and designs 
supplied by the collaborator. Due 
to all these our industry is faced with 
the problem of trying to simultaneously 
adhere to the national standards not only 
of India but also those of the collaborating 
countries. It has given rise to problems 
relating to standardization and simplifi¬ 
cation which are important pre-requisites 
for higher productivity. From this point 


of view, the probteih of ^ 

in India is by no means simple t 

forward and as a natural consequent r 
standardization at national level has be-r 
come slow and laborious. 

However, if the imported expertise and 
concomitant standards and specifications 
arc not rationally co-ordinated with the 
country’s production potential, they tend 
to be detrimental to the proper development 
and exploitation of the internal lesouices 
of developing nations. As plans for the 
manufacture of similar products have been 
procured from several countric,s, their basic 
designs varied posing considerable problems 
for our engineers and technologists to 
attain self-reliance. First of all the sparc- 
part requiremenis of industry as a whole 
cannot be planned effectively because the 
limited demand for each item offers very 
little incentive to manufacturers to take up 
production. The raw materials for the 
units being based on the conditions obtain¬ 
ing in the collaborator country create 
supply problems. Often this hampers 
the development of locally available re¬ 
sources for this purpose. All this results 
in dissipation of energy and wastages, 
telling upon the volume of ultimate results. 

Comparative Study 

It will be interesting, in this connection, 
to study the problems being faced by other 
developed or developing countries w'ho 
have entered into foreign collaborations 
and who arc facing similar problems. A 
few years back the National Productivity 
Council sent a team on ‘Standardization 
and Variety Reduction in USA and Japan’ 
to study the company standardization 
activity in these countries. Besides several 
other aspects the problems of techni¬ 
cal collaborations and the resultant induc¬ 
tion of multiple standards from different 
collaborating countries into the recipient 
collaboration country’s manufacturing acti¬ 
vity also engaged the team’s attention. In 
Japan there arc some companies having 
technical collaborations with foreign com¬ 
panies but the company standards or the 
national standards of the parent companies 
arc never binding on the associate com¬ 
panies. In these cases the associate com¬ 
panies develop their own set of standards 
to regulate their operations and quite often 
the standards of the associate companies 
differed from those of the parent 
organization depending on the suitability 
and availability of indigenously available 
materials at the respective places. The team 
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noticed a number of cases where the colla¬ 
borator's specifications had been amended 
to utilize materials available in the country. 
As company standardization activity has not 
developed in our country, it is quite likely 
that our companies generally do not have 
sufficient supporting data of their own to 
convince their parent companies that they 
have valid reasons for seeking deviations 
from standards which arc not directly 
applicable to our conditions. 

Hultipikity of Standards 


eastern economist 

standards to the utmost extent possible. 

In addition, it is of great importance to 
keep in view the following points while 
entering into a collaboration so that it docs 
not act as an obstacle to our indigenous 
research and standardization efTorts or to 
our economy at any level : (a) Technical 
excellence of the product; (b) Proximity of 
the product and range of products to the 
desired one; (c) General technical standing 
and repute of the collaborator; (d) Politi¬ 
cal viability of collaboration; (e) Foreign 
exchange limitations and aid facilities; 


(0 Previous expenenoe and the oonttiklt^ 
of the collaborator; (g) Value anatyais of' 
the product: (h) Suitability io localfacUi* 
tics; (i) Economies of collaboration ddila 
and (j) Time factor. 

It should also be insisted that thecolk*^ 
borators give the right to modiity or alter 
the original design to suit the conditions 
and standards prevailing in licensee's mik 
and also provide training facilities to 
Indian personnel in the fields of design 
and manufacture of the licensed products 
at the collaborator's works. 


Shortage of Nickel 

A CORRESPONDENT 


Similarly nearly three or four ycaJ^ ago. 
the Indian Standards Institution (TSI) 
Advisory Committee on Implementation 
of Indian Standards also went into the 
problem of multiplicity of standards 
arising from foreign collaborations and 
suggested that collaborations should 
be based, as far as practicable, on Indian 
standards and materials. To ensure (his. 
when collaboration is sought, a realistic 
assessment of standards and materials was 
to be made in the country and the relevant 
information sent to overseas collaborators. 
As regards reduction in variety, equipment, 
etc., the Indian counterparts should ask 
for the standards of the collaborating timi. 
In case, the Indian countcipart is already 
established in manufacturing it, it should 
provide the forcig)i collaborators with its 
own standards so that the same may be 
incorporated in the project. 

In regard to design, it was suggested that 
there should be a provision in project 
agreements to enable the Indian counter^ 
parts to redesign materials, parts, compo¬ 
nents, etc, to the extent necessary so that 
Indian standards and the company's 
own standards arc adopted from time to 
time without detriment to the per¬ 
formance of the product. By setting up 
company standardization cells and by the 
adoption of national .standards along with 
the active participation of industry in rc- 
sciirch and development prrgrammcs the 
quality of the end product can be 
improved to a great extent and they can 
be made available to the consumer at a 
cheaper rate and enhance our export 
earnings. No collaboration can achieve its 
objectives by disregarding local conditions 
and standards. While collaboration brings 
in additional know-how, standardization 
and indigenous research sort out resources 
in correct order for their better utili.sation. 

It should be the prime duty of everybody 
to operate w ilhin the framew'ork of national 


ALTHOUGH by western standards India's 
consumotioit of nickel is negligible, demand 
for this important metal in the country is 
steadily on the increase, thanks to the 
commissioning of a few alloy and special 
steel producing units in the recent past. 
The demand for nickel, which is extensively 
used in coinage, alloys, stainless and special 
steels and other areas, is expected to rise 
from the current level of 3,500 tonnes per 
annum to 6,000 tonnes by 1973-74. The 
distribution of nickel for various end- 
uses in 1973-74 w ill be as follows : 

End-uses of Nickel 

(In tonnes) 


End-uscs 

Quantity 

Wrought stainless steel 

1,700 

Nickel plating 

1,000 

Coinage 

900 

Constructional steels 

800 

Stainless steel castings 

(iOO 

Non-ferrous alloys 

300 

Nichrome w'ircs 

75 

Others 

625 

Total 

6,000 


There is at present no indigenous produc¬ 
tion of nickel and all our requirements have 
to be met by imports^ Although the Geologi¬ 
cal Survey of India has located some pro¬ 
mising nickel ore deposits in Sukinda and 
Kumardah areas and has intensified the 
exploration programme to locate addhional 
deposits in the fourth and fifth Plan periods, 
the actual production of this metal will 
rake years to begin. Tilt then it is obvious 
the country's dependence on overseas 
sources to mret its Tcqulrcmevits of the 


metal will have to continue. India’s imports 
of nickel in the last few years have been as 
shown below : 

Imports of Nickel 

Period Quantity Amdtyit 

in in 

tonnes Rs crores 


1969 (Jan.-June) 1,248 2.47 

1968 -1,872 3.63 

1967 1,966 2.60 


From the above, it can be seen that 
imjKirts have registered a sharp increase in 
the first half of this year. Yet, nickel-using 
industries are complaining that adequate 
supplies arc not available to run their 
plants to capacity because the government's 
allocation system entails expensive proce¬ 
dural delays. They are, therefore, forced 
to cover their requirements occasionally 
from the so-called free market where the 
metal fetches a fabulous premium, and is 
often quoted anywhere around Rs 85 to 
Rs 90 a kg. 

Search for Sohtlitiitoc 

Owing to the prohibitive cost of the metal 
and untimely supplies, efforts arc underway 
to substitute other materials for nickel. 
Successful substitution has already taken 
place in some areas such as coinage and 
efforts are currently being made to pofm- 
larise a process developed by the National 
Meullurgicat Laboratory, Jamshedpur, to 
produce nickel-free stainless steel. This 
laboratory is also reported to have de* 
vcioped a technique for nickle-firee» JLe- 
Cr^AI alloy as a substitute for nichfome 
wires. 

, Despite the inroads beiiigiiiade by sdbsti- 
tute materials, the use of nickel for critical 
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applications is bound to grow owing to 
its inherent qualities and it is against this 
background that nickel-users in the coun¬ 
try and abroad are concerned over the 
soaring prices of this metal in . world 
markets. In recent years demand for the 
metal on a world-wide basis has outpaced 
supply. In this context, when about 
J 8,000 workers at the Canadian mines of 
the Internationa Nickel Co. Ltd. (INCO), 
which supplies almost 40 to 45 per cent of 
the non-communist world’s requirements, 
istruck work in July, the nickel prices 
came under heavy pressure. Small tonnages 
were reportedly traded in London recently 
at as high a level as £4,600 a ton compared 
to the producer price of £986. In forward 
deals, supplies are understood to be avail¬ 
able from the Soviet Union for delivery in 
the last quarter of this year at about £4,000 
to £4,100 a ton. The situation has been 
aggravated further by the strike in Fal- 
conbridge Nickel Mines Ltd, the western 
world’s second largest producer, which 
began about a month ago. 

According to INCO’s estimates, primary 
nickel consumption last year amounted 
to 403,500 short tpns, but could have been 
much higher had enough supplies been 
available. The USA continued to be the 
largest user, with about 160,000 tons 
or nearly 40 per cent of the total, 
followed by the Continent and the UK. 
(158,500 tons), Japan (64,500 tons), Canada 
<11,000 tons), and the rest of Ihe non- 
cummunist world (9,500 tons). 

The pattern of consumption show's that 
the main outlet for nickel has been in the 
stainless steel industry as is evident from 
the following tabic : 

Pattern of Consumption 


(In short tons)^ 


Industry 

1968 

1967 

Stainless steels 

150,000 

150,000 

Nickel plating 

60,000 

61,000 

High nickel alloys 

57,000 

57,000 

Constructional alloy 



steel 

46,000 

43,500 

Iron and steel castings 

38,000 

43,000 

Copper/brass products 

12,500 

15,300 

Others 

39,500 

35,000 

Total 

403,000 

405,000 


World mine production of nickel is esti- 
fl^g«erat'553»00at<»is, the bidk of It com¬ 
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ing from Canada as h seen from the follow¬ 
ing table : 

World production of Nickel 
(In tons) 


Country 

Quantity 

Canada 

265,000 

USSR 

114,000 

Now Caledonia 

90,000 

Cuba 

40,000 

USA 

16,700 

South Africa 

6,500 

Finland 

3,500 

Others 

17,000 


On the basis of current mine developn 
ment plans the capacity of the industry in 
the western world is likely to increase to 
700,000 tons a year by 1975 and of this 
output TNCO alone will be contributing 
400,000 tons. The world nickel ore re¬ 
serves arc estimated at 7.5 million tons of 
metal content, and are distributed mostly 
in New Caledonia, Canada, Cuba, the 
Philippines, Indonesia, central America, 
Australia and South America. Small de¬ 
posits also occur in the USA. 

However, at present nearly 90 per cent 
of the free w'orld nickel production comes 
from four leading companies i.e. INCO, 
Falconbridge, Shcritt Gordon and Societe 
Lc Nickel (the first three arc Canadian and 
the last-named is French). Western Mining 
Corporation of Australia is still a modest 
producer, although its importance is in¬ 
creasing steadily. It is expected to enter the 
world market as a supplier of some conse¬ 
quence by the 1970s. 

Meanwhile, the nickel shortage continues 
and is likely to persist through (he next 
decade. According to Mr Henry S. Wingate, 
Chairman of iNCO, additional supplies of 
25,000 to 30,000 tons may become avail¬ 
able this year; yet this may leave a deficit 
of 37, 500 tons. 

In order to bridge the gap between avail¬ 
able supplies and the rising demand, most 
nickel producers have launched large de¬ 
velopment projects. Massive exploration 
programmes arc now underway in different 
parts of the world, notably in the Philip¬ 
pines, Venezuela, Gautemala and Australia. 
Falconbridge proposes to spend Canadian 
$180 million on a nickel project in 
the Dominican Republic with a view 
to doubling its capacity to 75,000 tons a 
year by 1972. Similarly, INCO will also 
Invest $600 million by 1971 to step up out¬ 
put. Canada, which supplies 60 per cent 
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of the free world’s needs, will continue to 
hold its position, but dramatic changes 
in the pattern elsewhere are not ruled out. 
According to Press reports, important dis¬ 
coveries have been made already in Rhode¬ 
sia where Anglo-American Corporation of 
South Africa plans to produce 8,000 tons 
annually, while Rio Tinto has a target of 
6,000 tons. 

Ambitious Dovolopment Plans 

Despite such ambitious development 
plans, market economists have ruled out 
the possibility of over-capacity in the in¬ 
dustry in the next few years, if the buoyancy 
in the main markets continues. How¬ 
ever, this view is not shared by others. 
According to an official of the FNM, 
nickel production may exceed demand, 
even if only temporarily, by the early 
1970s. By 1975, the non-communist 
world output may be double the current 
level and the proportion of the output 
which will be derived from lateritic ores can 
also be expected to be much higher than 
it is at present. Remote and politically un¬ 
stable regions may then emerge as impor¬ 
tant sources of raw materials to producers. 

It is obvious that the cost of constructing 
new facilities will, therefore, continue to 
rise with consequent pressure on both the 
producer and free market prices of the 
metal. At the same time, producers do not 
seem to be concerned over the threat of 
substitution at higher price levels, as, it is 
claimed, the technological advance has 
made economic replacement of nickel 
over a wide area of application difficult. 
Increased prices are unlikely to retard the 
growth of vital engineering alloys. The 
emphasis is, therefore, more on availability 
than on prices. 

As each additional pound of annual 
nickel capacity requires a capital outlay 
of $3 5. the producers, will have to raise 
funds to the tunc of -S 2,000 to $ 3,000 
million to implement their expansion 
projects by 1975. 


Estimated Nickel Production 

(III thousand tons) 


Country 

1968 

1970 

1972 

J975 

Canada 

264.0 

339.0 

361.5 

400.0 

New Caledonia 

83.5 

95.0 

110.0 

142.5 

USA 

13.5 

13.5 

13.5 

13.5 

Others 

33.0 

42.0 

71.5 

175.5 

Total 

’394ib^ 

489.5^ 

556.5 

731.5 
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WINDOW ON the world 

FOREIGN POLICY VERSUS ECONOMIC DEVELOPMENT 

H. R. VOHRA 


WASHINGTON : 

MR B.K. Nehru once suggested that Indian ministers should have 
a common weekly tea hour. The proposal, stated without levity, 
in fact, had a very serious purpose. 

It was born out of his experience as a former Secretary to the 
Finance Ministry that Indian ministers seldom met socially and 
some of them were not even on talking terms. Each ruled over 
his ministry like an island kingdom. It fell to the secretaries to 
act aserrand boys between their respective ministers. They helped 
to reconcile ministerial differences which were often exceedingly 
petty. 

The latest instance of evident lack of siifficienl communication 
between the custodians of India’s economic progress and those 
charged to run her foreign policy, now' assuming an exceedingly 
strident style, came to surface a few days ago during the second 
Indo-US annual talks in Washington. Inevitably, one of the sub¬ 
jects discussed was India’s stated desLire to elevate her consulate 
in Hanoi to the status of an embassy. 

India sought US reaction to the proposal. What could it be 
except one of regret? India was alsLT told that one possible con¬ 
sequence would be Congressional suspension of aid, for Congress¬ 
men, being what they arc, acted emotionally. The prediction is 
coming true. 

One of the Representative, William S. Broomfield, a Repub¬ 
lican of Michigan, has moved an amendment to the foreign 
aid authorization bill seeking suspension of aid to India in 
case India decides to raise its consulate-general in Hanoi 
to the full diplomatic status of an embassy. It is doubtful if the 
administration would resist the move. 

Sudden Development 

It woiLld be relevant to discuss this sudden development in the 
light of tv\o issues : 

(a) the manner in which the proposal has been handled irres¬ 
pective of predictable political consequences and (b) the grounds 
on which the proposal has been conceived in'cspcctivc of its 
predictable economic rciTcrcussions, 

The handling of the issue has been conspicuously quaint. The 
proposal was mooted by Mr Dinesh Singh during his visit to 
Hanoi on the occasion of Uncle Ho’s death without much 
previous thought. He found himself in the company of grieving 
communist leaders who needed to be consoled. It occurred to 
him that raising the consulate's status could be one way. 

Mr Dinesh Singh carried the big idea to Delhi where he turned 
to the Americans for advice which was both prompt and frank. 


Apparently, unsatisfied, he broached the subject directly withhis^ 
US counterpart, Mr William Rogers, who endorsed the US Em¬ 
bassy’s view that there would be unfortunate results beyond the 
control of the admini.stration. (This is now coming to pass). 
President Nixon himself has conveyed his personal apprehcnsioi^ 
at the move. 

• 

Indian representatives at the Indo-US conference and outside 
it assorted sovereign right to decide one way or another which 
no one was denying. The resulting situation, following the strange 
procedure, is that India has virtually closed the door against a free 
choice. If she decides to withdraw the proposal, she would lend 
herself to the domestic charge of acting under duress and, if she 
goe.s ahead, she will be defying the advice of a powerful friend who- 
too is sovereign enough to deny her economic aid. * ^ 

The episode is comparable to the improbable ease of a man 
who proclaims his desire to commit suicide. Yet he asks every¬ 
one around him whether he should or should not. When he is 
advised, that it isn’t either proper or necessary, he shouts : “Mind 
your own business.” 

That is what India’s heroic posture boils down to. The 
laughable position in which she has thus landed hcscif is quite 
beyond belief. 

Duality In Thinking 

The same is true about her thoughtlessness on economic aid- 
It is as plain as daylight that either the Foreign Ministry does not 
consult or does not now care about the views of the Finance 
Ministry. A duality in India’s thinking has been evident for 
some time. Her representatives here cogently and convincingly 
plead for large chunks of aid which, one imagines, is a neccs.sary 
drop of rapid progress. When, for one reason or another, it 
does not come in required quantities, the same men turn around 
and treat aid as an evil which deserves to be ended. A profes¬ 
sional observer is left puzzled and hanging in mid-air. 

The absent-mindedness which has prevailed in the last few days- 
in regard to aid from the US is perhaps unintentional, if one takes 
a generous view of the new set-up. On the other hand, it can also 
be attributed to a possible desire to invitees criticism of the diplo¬ 
matic proposal in relation to Hanoi in order to create the impres¬ 
sion that American aid is tainted and the only aid worth having i& 
from the other side. 

The suspicion is bound to linger considering how cosy the pre¬ 
sent set-up feels in the company of Moscow in the UN and the rest 
of the world. India is in the grips of an administration which 
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does not even conceal its partiality for one side as against the 
other. 

Observers here fee) that during the last phase of the Nehru 
regime and the all-too brief prime ministership of Mr Shastri, a 
balance in foreign and economic policy did prevail. This was also 
true of some aspects of the thinking uptil recently. Now the 
dyke which held the gurgitating waters of partisanship seems to 
have burst. In the overflowing zest for drama, there is little 
steady stcci ing of the ship of economic or foreign policy, 

How' can one otherwise explain the spurt of affection for Hanoi 
which might cost India 5400 million a year, if not more? There 
must be some equivalent gain either in the manly manifestation of 
sovereignty, which critics do not sec, or some other equivalent 
benefit which has yet to be revealed. 

The only justification advanced here was that the Americans 
may quit Asia but ‘'we cannot.” This jibe was intended to convey 
the government’s desire that in the post-Vietnam war period, 
India would need to compete with China for Hanoi’s favour. Thus 
India is expected to equal, if not to excel China, in the contest for 
popularity in Vietnam. No one has asked how the appointment 
of an ambassador could accomplish this miracle as against the 
military assistance which China has given to Hanoi or against the 
political ties w'hich bind the two communist neighbours. 

IntAngible Gmins 

Thus, at least to ordinary mortals, while the loss is perceptible 
and easy to calculate, the gain, if any. is totally intangible. 

The haste w ith which the proposal has been propounded, with¬ 
out adequate planning, is excelled only by the casualness of our 
recent march to the Muslim Summit where, luckily for us, we were 
not admitted. Had we gained entry, we would probably have vied 
with the Arabs m denouncing the entire Israel nation for the 
burning of a mosque even before the guilt had been established. 
Two pedestals on which our political system has been built would 
have been demolished - one that we arc a secular state and 
secondly, that under our jurisprudence everyone (including every 
nation) is innocent until proved guilty. 

Frankly, it is difficult to remember another period in our post- 
independence era in w hich so many diplomatic errors have been 
so successfully committed in so short a time with manifest adverse 
results. The Americans are edgy with us because w'C arc premature¬ 
ly courting Hanoi. The Muslim countries are unhappy at or 
interference with their religious affairs for they do not recognise 
and (very rightly so) that we deserve equality with them as a 
Muslim country. 

Evidently, we also believe in compounding the original error by 
withdrawing our ambassadors from the countries who resisted 
our intrusion. This is said to be India’s way of showing her 
annoyance. The reverberations of the withdrawal will be felt 
throughout western Asia where relations between India and most 
Arab states, never too intimate despite 20 years of cajoling, will 
now be strained. The startling result is that while we set out to the 
summit in competition with Pakistan, Pakistan may well be a 
major bencliciary of our sorry diplomatic state. Likewise, it is 
China, we sought to compete with, which will gain a point or two 
at our expense by proclaiming that we are US stooges (which, of 


course, we arc not) if we now withdraw the Hanoi proposal. 
Thus there has been an all-round loss of face which, naturally, 
will never be admitted in Delhi where our bureaucrats are trained, 
most of all, in the refined art of deluding themselves and in ex¬ 
plaining away awkward situations. 

Their tactics can be predicted. From the balcony of the South 
Bloc will emerge the full-throated cry that the Americans are 
about to brow-beat us and how dare they? Patriotic fervour, thus 
fully engendered, will travel into the corridors of Parliament from 
where it is only a short step into the Rajya Sabha. A defiant 
speech from Mr Dinesh Singh would have set the stage for a 
defencing applause which will drown all other voices seeking, 
to question, not the act, but the timing of the move. 

Thus from the ashes of India’s US aid would rise a hero who 
stood up to the Americans and kicked them in their teeth. Who, 
in the circumstances, would dare suggest that American parlia¬ 
mentary procedures are different from our own and there is here 
such a thing as an Executive and a Congress, separate but equal 
constituents of government. In this set up, the President proposes 
a legislation which the legislators dispose of in complete and 
unchecked freedom. c 

This year aid is in a worse shape than in any other recent year. 
The President has requested a sizable aid bill but the Congress 
has given ample indication that it is in no mood to accept his pro¬ 
posal without slashing it severely. The chances arte that there may 
be no aid bill at all. In any ease, its fate seems to depend on a few 
undecided Congressmen who may be swayed against it by India’s 
proposed move since India is the biggest recipient of aid. The 
Republicans have never been keen about aid. The Democrats 
are no longer bound b> loyalty to the While House. ITie suppor¬ 
ters of aid have dwindled. 

It is against this background that India's move, if it needs aid, 
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needs to bo seen. One careless step could upset the delicate should consult the economic iwlicy executors so that the two 

balance facing the future of aid. Foreign policy makers of India can walk in step, 

A "SOCIALIST” LOOK TO THE WEST GERMAN MIRACLE 

JOSSLEYN HENNESSY 


I 

PROFILi OF WILLY BRANDT'S CABINET 

LONDON 

FOR the first time since the war the Socialist Parly 
(SPD) is the senior partner in a coalition government in West 
Germany. Herr Willy Brandi was elected Chancellor on October 
21. He obtained 251 voles in the new parliament, only two more 
than the minimum needed; 235 votes were cast against him by the 
Christian Democrats (CDU) - the cx-5erior partrer of the pre¬ 
vious CDU-SPD government and the party which had boon 
continuously in otHce since the war. 

But Indian socialists should make no mistake : ‘‘Socialism” 
has long ceased to mean in Wc.'^t Germany what it still apparently 
means in India, just as it has ceased to mean that, for reasons ex¬ 
plained here last week, in the UK under the “socialist” Harold 
Wilson. 

One outstanding difference that the outside world wall perceive 
between Willy Brandt’s government and his predecessors wi*I be 
iwychological : he and his colleaguer will strike not only many 
persons in key political posts across the world, but also popular 
opinion, as a likeMe group of chaps. Their predecessors evoked 
respect rather than affection. Typical, indeed the prototype, 
was Dr Konrad Adenauer. You had to admire his record and his 
ability, but his austere frown repelled personal feelings. The 
UK’s Stafford Cripps was Just as rcsiKct-worthy and austere, but 
he had a ready smile and if he neither drank nor smoked he never¬ 
theless could recognise a joke (when it was pointed out to him). 
Ludwig Erhard was human, but he aroused hostilityin many quar¬ 
ters abroad by always preaching the gospel of free enterprise and 
defnonstrating that he could work miracles with it. He was right: 
nobody, however, is ever loved for being, as Erhard was, in a 
position to say “I told you so*’ to the British and the French and 
many Asian countries when their economies lagged behind. Dr 
Kurt Kicsinger’s suavity never gojt across to foreign observers. 

Enormous Advantaf o 

From the word “go”, Willy Brandt stafts with one enormous 
advantage among foreign observers : his active anti-Nazi record 
which arouses admiration and inspires confidence, especially when 
backed by the solid achievements of his period as Mayor of West 
Berlin. Not least, because for many years he was a journalist, 
he understands the problems and outlook of a journalist searching 
diesperately for news on a blank day, and is ready to co-operate in 
thinking up a good story for him if he can. Pai^enthctically, I 
wonder if Rajaji has changed his spots? 1 remember when I was 
Sunday Times special correspondent in New Delhi being received 
by him smilingly with the words “Well, you can always TRY, 
but rd be surprised if you get anything out of me!” It did not 
oocar to him that if he had a message to get across to public about 
the WDilc of his ministry, I was offering him a chance to do so. 

Among the several assets that Dr Karl Schiller (Minister of 


Economics), Herr Helmut Schmidt (Defence Minister), and Herr 
Walter Schcel (Foreign Minister) possess in common with tlioir 
Chancellor that fa) they arc European and international rather 
than national in outlook, which gives them a relaxed, irClf-conftdent 
ease of manner lo\Yar(ls ministers and high authorities of other 
countries. As Europeans, rather than West Germans, they 
have forgotten the bitterness of West Germany’s total defeat 
and collapse in 1945. And (b) they all speak fluent American, a 
language understood not only in its native country but of 
which many people in English-sfieaking have a reasonable graiip. 
Communications will therefore 1x5 so much easier. 

On the other hand, these relaxed, .self confident leaders will 
certainly ensure that West Germany’s contribution to international 
relations is positive. The days w'hen West Germany could be 
assumed to acquiesce in w'hatcvcr the “victors” — the USA, 
the UK, France— proposed arc ended. West Germany, more¬ 
over, has the economic strength w'hich is essential if any policy is 
to be upheld. 

This docs not mean that Willy Brandt’s West Germany is now 
going to push the European Economic Community and the 
North Atlantic Treaty Organisation around in a Gaul list manner. 
On the contrary, the top priority of their policy will be to promote 
West European unity and improved relations with East Germany 
and the Eastern bloc. 

There w ill be firmer support for the UK entry into the EEC 
(probably with some rciilistic re-appraisal of EEC agricultural 
policy), though not at the price of substituting British for French 
friendship. The Franco-German entente is one of the two pillars 
of West German policy. The other is NATO, which includes 
heavy reliance on the USA and friendship with the UK. Other 
moves will be towards the nuclear non-proliferation treaty, serious 
consideration of the Soviet note on the renunciation of force 
(which arrived just before the West German election), and acknow ¬ 
ledgement of the friendlier tone of Polish references to West 
Germany and encouragement of the trade talks between the two 
countries. 1 predict that eventually some formula which, without 
actually recognising the Odcr-Ncisse line, w'oiild repudiate the use 
offeree in cl\anging Europe's boundaries. 

II 

MONETARY POLICY. FAST. PRESENT AND FUTURE 

What of economic policies, internal and external? 

It is known that Dr Schiller, the Minister of Economics, and 
Dr Karl Blessing, the prestigious President of the Deutsche Bundes¬ 
bank, think alike. I therefore believe that a Report on the mone¬ 
tary situation, which the Deutsche Bundesbank has been courteous 
enough to send me prior to publication in the next issue of the 
Bank’s Review, gives to all who can read between the lines and 
think out its implications, a reasonably close guess about 
economic policy in the months ahead. 

It is true that at the time the report was written (1) the DM 
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was stil J floating, (2) the report urges stabilisation and. a new parity 
as quickly as possible, and (3) it is virtually certain that revaluation 
(between 6 and 8 per cent) will, before you read these words, have 
taken place, but these points do not invalidate the report as an 
instructive record of what has happened to the DM since Sep¬ 
tember 1 and what future policies are discernible. Here, then, 
is a summary, interspersed with my comments : 

In the course of September, expectations outside West Ger¬ 
many grew that the DM would be revalued after the parliamentary 
elections. As the date drew nearer, more and more foreign funds 
flowed into West Germany. Between September \ and 17, the 
Bundesbank bought almost DM 2,500 million in spot dealings, 
and between September 18 and 24, a further DM 3,500 million, or 
DM 700 million per business day, poured into the Bundesbank. 
On September 24 alone a thousand million DM*s worth of dollars 
were purchased. The only reason why the foreign exchange 
reserves did not increase quite so steeply as the inflow through 
spot dealings was that the Bundesbank was able to resell to credit 
institutions, by swap transactions, a proportion of the dollars 
acquired for the institutions to export, although the exchange 
risk for these sums too remained with the Bundesbank. 

To prevent the international monetary situation be¬ 
coming more precarious in the last two days before the parlia¬ 
mentary elections. and hence to hinder a third world-wide wave of 
DM speculation similar to those of November, 1968, and May, 
1969, at least in the fmal stages, the Bundesbank requested the 
Federal Government to close the foreign exchange markets from 
September 25. Initially the Federal Government closed the mar¬ 
kets for the last two business days before the elections. When 
however on the morning of the day following the parliamentary 
elections (September 29) renewed signs of large infk>w of foreign 
exchange emerged in the belief that the exchanges w'ould be re¬ 
opened - the Bundesbank bought about DM 1,000 million of 
foreign exchange in prc-exchangc dealings — the F'cderal Govern¬ 
ment agreed to keep the markets closed on that day as well. At 
the same time, at the suggestion of the Bundesbank, the Federal 
('abinct authorised the Bank to suspend temporarily its interven¬ 
tion in the foreign exchange market at the former upper and lower 
limits. The exchanges were thereupon reopened on September 
30. 

Forsifn Exchange Traninctlons 

Since then, the Bundesbank has not intervened in the market at 
the buying and selling rates previously in force. Foreign exchange 
transactions have been at the market rate for the dollar. So far 
the Bundesbank's selling rate has normally been slightly above 
market rates. Up to October, 8, the Bundesbank's foreign ex¬ 
change spot sales totalled some DM 1,700 million — only a frac¬ 
tion of what had flowed in immediately beforehand. 

These measures enabled the immediate aim of closing the ex¬ 
changes and subsequently suspending mandatory intervention — 
i.c. to stem the speculative inflow of foreign funds — to be achieved 
at once and in full. The prompt rise in the market's valuation of 
the DM was in line with the long-standing expectation of revalua¬ 
tion within West Germany and abroad. On the flrst day that the 
foreign exchange market was reopened the official middle rate for 
the US dollar was found to be DM 2.8400, while in the days follow¬ 
ing up to October 8 it dropped to DM 3.7460. The dollar rate 


tended to decline more slowly from day to day, while the demaod 
for dollars increased at times although not on any really signi* 
ficant scale. 

In fact, according to a government official statement, the sus* 
pension of Bundesbank intervention does not mean that the DM 
rate is to be flexible for a longer period or that Bundesbank inter¬ 
ventions (no matter at what rate) are to be ended altogether. 
Rather than this, the government int<mds to return to a fixed 
parity, unlikely to be the old parity of Si to DM 4. The temporary 
sensation of bank intervention is in fact contrary to IMF rules 
and is tolerated by the IMF (as also by the Board of the European 
Monetary Agreement) only for a limited period. The IMP has 
made it clciir that it expects that once a new rate, better suited to 
promote equilibrium in foreign transactions, has emerged from the 
higgling of the market. West Germany will return to a “fixed” rate 
within definite margins. 

Finding an equilibrium for the DM proves correct in the longer 
run has in the past been complicated by two factors. First, the 
DM's market position is bound to weaken from the moment when 
substantia] foreign funds begin to flow out. The shift in the terms 
of payment alone, resulting from expectations of a revaluation, led 
to a net inflow of DM 10,000 million of foreign funds between 
January 1 and August 31. Besides this, financial loans takeg^ up 
by the non bank sector abroad totalled DM 2,000 million. At a 
monthly export volume of DM 9,000 million and imports of 
DM 8,OCX) million, the reversal of the terms of payment may 
occur relatively quickly. Receipts from prepaid exports will be 
lacking in the next few months whereas deferred payments for 
imports must be met and loans repaid. 

Influences In the Offing 

Thas substantial short-term influences are in the oftlng which, 
unlcsr the Bundesbank makc« dollars available, would distort the 
DM's “free market rate’ * and hence make it impossible for the DM 
to attain a “correct" longer terra equilibrium. Secondly, the for¬ 
mation of a DM rate was also affected by the fact that the law on 
safeguarding the economy enacted in November, 1968 (instead of 
a revaluation) which introduced a four per cent tax on industrial 
exports and a four per cent rebate on imports, remained temporarily 
in force. Consequently although imports appeared particularly 
profitable—both because of the rise in the DM rate and the conti¬ 
nued application of the import rebates — exports were burdened 
by the tax and also by the DM's higher price for foreign buyers of 
West German goods. The government's decision of October 8, 

1969, to suspend the export tax and the import rebate by the end of 
November has eliminated uncertainty. 

As regards foreign trade in agricultural products, in order to 
maintain the previous domestic price level for farm products in the 
face of lower rates for foreign currencies. West Germany reques¬ 
ted the EEC to allow a compensatory surcharge equivalent to the 
DM appreciation to be levied on imports of agricultural products, 

• ^ 

Not least it would be in the interest of international transac¬ 
tions if the prevailing uncertainty about the DM exchange rate 
could be ended quickly. The present still slightly downward trend 
of rates in itself supports the expectation of further revaluation 
profits for DM asset holdeis, although the amounts involved are 
now smaller than during the period before the Bundesbank 8us» 
pended intervention. Howqver, as long as even a small apprecia* 
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tion of DM assets may be anticipated, there can be no sustained 
reflux of foreign funds into West Germany. 

outflow of these funds, most of which entered in May and 
again^n September, is desirable from the viewpoint of the balance 
of payments and of credit policy, llie Bundesbank has repeatedly 
stress that the strong expansion of the volume of morey in West 
Germany is a threat to stability, and the expansion of the economy's 
otherliquid resources is primarily a consequence of the influx of 
foreign funds. But these funds will not leave, and domestic 
liquidity will not fall to a desirable level, until speculation on further 
DM appreciation has ended. 

til 

LONGER-TEIIM POLICIES i A PRE-VIEW 

A new DM rate, better suited to equilibrium in international 
payments, will help to stabilise West Germany's economy, parti¬ 
cularly its capita] transactions with foreign countries. It was 
already evident at the time that the Bank wrote its report that the 
distinctly specualtive expectations of the past had receded. 
The discounts that had been a feature of forward dealings in 
foreign currencies up to September 25 had already diminished 
substantially. Hence international capital movements now carry a 
distinctly reduced exchange risk. In the longer run this will 
lead not only to changes in the direction of capital flows but will 
probably also narrow the differences between international inte¬ 
rest rates which have hitherto been substantial. 

The effect on domestic goods markets of a higher valuation of 
the DM will only gradually be felt in international payments. 
It should not, however, be forgotten that the abolition of the 
West German border taxes will reduce the effect on prices of a 
revalued DM. Moreover the above mentioned drop in discounts in 
forward exchange dealings detracts from the '^revaluation effect" 
in all such transactions as have been covered through forward deal¬ 


ings in the past and will be so covered in the future. lU the cir^ 
cumstances, the repercussions of a change in parity on 
trade prices will be not nearly as marked as the nominalextent ofthe 
up-valuation of the DM might suggest. A modifled exchange rate 
wilt however have more pronounced effects on services transactions 
and unilateral transfer from West Germany to foreign countries. 
Foreign travel—which affects millions of the population —- will 
feel the effects even more strongly when the margin, at present 
wide, between buying and selling prices for foreign bank 
notes returns to normal as uncertainty about exchange rates de¬ 
creases and competition in foreign notes dealings becomes keeher. 

No slackening of the excessive rate of expansion of aggregate 
domestic demand is in sight; there have been only minor shifts in 
the degree of expansion of individual components of demgnd. 
No appreciable change has shown itself since the Bundesbank's 
September Report; in particular the trend towards faster growth 
of private consumption continues. The strains on domestic 
markets are reflected more and more in accelerated rises of costs 
and prices. Hence, Dr Schiller's first task — an unpopular one 
for a minister taking oflice after a pre-election boom — must be 
to counter other economic imbalance on domestic markets, which 
is preponderantly the outcome of the over rapid expansion of do¬ 
mestic demand notably by some spectacular wage increases, which 
he himself was advocating last year as a means of increasing the 
import of consumer goods and so reducing West Germkny’s 
balance of payments surplus. It should, however, not be for¬ 
gotten that a change in parity creates new conditions for the 
economy as a whole whidh, in the long run, could relieve the burden 
on credit policy, and I may further comment, that when the Report 
was written the Bank concluded with the hope that the change 
in parity would be "large enough to correct effectively the present 
fundamental disequilibrium" in relation to foreign countries 
a pretty strong hint that the up-valuation will have been greater 
than had been expected. 
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THE fact that the Prime Minister manfully 
withstood the use of fasting as a coercive 
political weapon ought not to blind us to the 
fact that, as the head of the central government, 
she is primarily responsible for the tragic situa¬ 
tion which claimed valuable life of a true man 
of the people. That Darshan Singh Pheruman 
was of that rare breed of public men whose 
dedication to public causes was total has been 
made only too obvious by his relentless pursuit 
of self-immolation for a public objective which 
he held to be worth the price of his life. We 
do not have in our midst so many men of this 
nobility that we could have let even one of 
them sacrifice himself. 

The question this poses is not whether the 
Prime Minister should have yielded on Chandi¬ 
garh in order to save Pheruman, but whether 
she did not owe a responsibility to the nation 
to act earlier and thus render it unnecessary for 
theiragic chain of events to start. It is after 
all the bare truth that, very soon after becoming 
Prime Minister, she did undertake to arbitrate 
on the issue of Chandigarh. There was, no 
doubt, a condition attached to this undertaking 
and this was to the effect that the two state 
governments should agree to this arbitration. 
That in the event this agreement had not been 
obtained was only a technical deficiency. 

Had Mrs Gandhi chosen to direct to the 
securing of this agreement even a thousandth 
part of the energy she is currently devoting to 
the power struggle in her party, she would 
certainly have found a basis for proceeding 
with the arbitration. That she did not do so 
can have only one meaning, which is that she 
sought to shirk the responsibility for discharging 
an obligation which had been voluntarily 
assumed by her. It could, of course, be argued 
that Chandigarh is one of those problems the 
solution of which is best left to the passage of 
time and that, in these terms, there is after all 
something to be said for the policy of masterly 
inactivity which the Prime Minister has elected 
to adopt. Unfortunately for this attempt 
at justification, time has proved itself to be 
incapable of settling the question of Chandigarh 
and after Pheruman*s death the Prime Minister 
and the central government are in a worse 
position than ever to act in this matter with 
dignity or conviction and therefore with 
effectiveness. 

* • 

Recently, while visiting Madras, I had an 
opportunity of spending a profitable hour or so 
with Mr Karuoanidhi. the Chief Minister of 
Tamil Nadu. I confess that this was the first 
tiiM I had this personal OKperience of him and 
while this has ceminly not resulted in my 
conveislbpy t must admit that, Ibl- 


lowing this meeting, 1 have a keener apprecia¬ 
tion of the possibilities of constructive activity 
by his party under his leadership. A point 
that struck me most favourably was the attitude 
of the Tamil Nadu Chief Minister towards 
money and its uses. Here is no penny-pincher. 
Mr Karunanidhi values money not for what 
it is, but for what it can do. Financial ortho¬ 
doxy to him is, apparently, a virtue of small 
minds and even smaller hearts. His financial 
philosophy seems to be that, where there is 
a public need, public money must not only 
be found for it but applied to its fulfilment 
generously rather than otherwise. Thus, 
whether it is a matter of relief operations in the 
drought-stricken districts of the state or an 
emergency programme of digging wells in 
Madras city and its suburbs for the rescue of a 
concentratipn of urban population, sorely 
tried by a water famine, the Chief Minister of 
Tamil Nadu has rightly affirmed, in principle 
and practice, the truth that where money can 
do the trick, money should be allowed to 
do so. 

I submit that this attitude to government 
spending has the virtue of a dynamic response 
to the opportunities and challenges of any 
community that may be crying out for economic 
expansion or social progress. Far too many 
ministers and administrators in our country 
arc inclined to be far too' conservative or 
cautious in mobilising and employing the 
financial resources or powers of government 
for public purposes. This has often resulted 
in the baby being thrown out with the bath 
water. As a matter of fact, while it is generally 
difficult to identify the desirable economies 
which such financial orthodoxy may have 
achieved, it is often only too painfully evident 
that government has been defaulting on it.s 
obligation to find money adequately and 
speedily for satisfying the essential and urgent 
needs of the people. Against this background 
the attitudes or approaches favoured by the 
Chief Minister of Tamil Nadu do possess 
obvious merits. Where there is a public cause 
to be served, money should not only be found 
by the government but found in adequate 
amount. 

I am, of course, quite sensitive to the possi¬ 
bility that there is a liberal financial approach 
on the part of government on the lines I have 
commended here at the risk of leading to 
the misuse or wasting of public funds. I am 
aware also that such wastages and misuses had 
taken place, are taking place and will continue 
to take place. My point is that these evils 
have occurred even in cases where financial 
conservatism or financial orthodoxy has been 
practised. The problem here is really one of 
the integrity of the politicians and the public 


services. On previous occasions I had Indeed' 
pointed out in these columns the disquiet occa¬ 
sioned by the way in which public funds were 
being sp>ent in Tamil Nadu itself on drought 
relief. I am sure that the Chief Minister of 
Tamil Nadu himself cannot and does not take 
the position that there has been no leakage of 
relief funds. My suggestion to him would 
therefore be that, while adhering to his com¬ 
mendable dynamism in raising and spending 
public funds for public purposes, he should 
take more than ordinary care to see that corrupt 
politicians or officials do not manage to make 
hay while the sun shines. 

* * 

Mr Karunanidhi was one of the two chief 
ministers whom T was privileged to have 
discussions when, early last month. 1 
managed to spend some time away from New 
Delhi. The other one was Maharashtra 
Chief Minister, Mr V. P. Naik. f have 
no hesitation in suggesting that, all 
things considered, Mr Naik is the most 
satisfactory chief minister we have today. 
He is sound, sober and altogether practical. 
One of his great virtues is the constructive 
quality of his mind. I doubt that there is 
any other chief minister who devotes as many 
hours of his working day to the general admi¬ 
nistration and the economic development of 
the state under his care as Mr Naik does. I 
was particularly impressed by the calm 
assurance with which he could sift the grain of 
genuine economic issues from the chaff of 
emotive political phrases and catchwords. 

In my view, it is on chief ministers of the 
calibre of Mr Naik or Mr Karunanidhi that 
the nation must rely in the coming years 
for solid development. This is for the 
simple reason that these men have a live 
interest in improving the agriculture and 
industry of their respective states and, 
in addition, they are inclined to take a practi¬ 
cal view of problems or their possible solu¬ 
tions. Thus, when I asked Mr Karunanidhi 
whether he was right of centre or left of centre, 
he said with a smile that he was neither and 
that he was just right on centre. This, clearly, 
was his way of saying that he would not be a 
prisoner of political slogans in pursuing pro¬ 
grammes of tangible economic benefit for the 
people of the state. Right now. his main 
interest is to work for the establishment of 
growth industries, such as a petrochemical 
complex, in his state. In persevering in these 
directions, he will certainly u.se every politicaft 
advantage he has got and if Mrs Indira 
Gandhi tries to use him, she must be pre¬ 
pared to be used by him even more. 

V. B. 
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SCOOTERS IN PUBLIC SECTOR 

THE centre has decided to set up a 
scooter unit in the public sector. A techni¬ 
cal committee has been constituted to pre¬ 
pare a project report based on local know¬ 
how and materials. The committee which 
is headed by the Chairman of the Bharat 
Heavy Electricals Ltd, Mr O.S. Murthi, 
will submit its first report, incorporating 
specific recommendations in regard to the 
economic and technical feasibility of the 
project, within a period of two months. 
The second part, dealing with the economic 
size of the production unit indicating the 
volume, product-mix and the production 
build-up year by year, order of investment 
required, the selling price and the suitable 
sites for the location of the plant, is to be 
submitted within a period of two months 
from the date of submission of the first 
report. 

PRIVATE SECTOR HAS A CHANCE 

In the context of the large and growing 
unsatisfied demand and the high prices of 
scooters at present manufactured in the 
country, the government has, for some time 
past, been considering how best additional 
capacity for the manufacture of scooters 
should be set up. The government has 
now come to the conclusion that while for 
many reasons it would be preferable to have 
a project in the public sector for the manu¬ 
facture of scooters, the possibility of per¬ 
mitting one in the private sector need not 
be altogether ruled out. 

In the government’s view the basic 
approach should be to avoid dependence 
on foreign collaboration in the matter of a 
simple production of this nature. The 
government has, accordingly, decided 
that if any private entrepreneur is pre¬ 
pared immediately to take up the manufac¬ 
ture of scooters completely with local 
know-how and materials, he should be 
allowed to do so. 

Accordingly, parties interested in the 
establishment of new units in the private 
sector for the manufacture of scooters with 
complete indigenous know-how and ma¬ 
terials and without foreign collaboration 
are invited to submit applications. The 
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applications should include detailed infor¬ 
mation about the design of the scooter, the 
annual production capacity, investment, 
manufacturing programme, anticipated re¬ 
tail .selling price, etc. The last date for the 
submission of applications for licence is 
January 31, 1970. 

BAN ON RESALE 

The Government of India has banned the 
resale of a new scooter within two years 
of its purchase. Hitherto, scooters could be 
sold after the expiry of one year from the 
date of purchase. The decision to raise 
the limit for the resale of a scooter from 
one year to two years has been taken to 
reduce the scope for malpractices in the sale 
of scooters. This decision has been given 
effect to by a suitable amendment to the 
Scooters (Distribution and Sales) Control 
Order, 1960. 

NEW AUTO PARTS UNITS 

The union government has lifted the ban 
on the licensing of additional capacity for 
all automobile ancillary industries. New 
units in all these items will now be allowed 
to be set up even in the large sector except 
radiators which are exclusively reserved for 
the small sector. This step has been taken 
anticipating the huge demand for almost 
all items of automobile ancillaries sub¬ 
stantially in excess of the present installed 
capacities. Further, it is felt that in some 
of these items such as fuel injection equip¬ 
ment, the production is predominantly 
accounted for by a single unit. The present 
policy is to encourage the establishment 
of new units for the manufacture of such 
items. 

BINNY COMPANIES AMALGAMATED 

To gain strength through consolidation, 
four companies of the Binny group viz. 
Binny and Co. Ltd, the Buckingham and 
Carnatic Company Ltd., the Bangalore 
Woollen, Cotton and Silk Mills Company 
Ltd, and Binny’s Engineering Works Ltd, 
and two of the Group’s associates viz. 
Madura Company Private Ltd and the 
Ganges Transport and Trading Company 
Ltd (Investments) have joined together into 
one single, integrated company under the 
name Binny Ltd. Indian-controlled and 
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backed by capital and reserves ampui^lpg 
to Rs 110 million, Binny Ltd will impletneiit 
all the extensive schemes of modernisation, 
development and diversification On which 
the separate companies of the Binny group 
had already embarked. 

BIRLA GOA FERTILIZERS 

Two Japanese firms have been given 
contracts for the construction of Rirla’s 
multi-million dollar fertilizer project in 
Goa. Tokyo Engineering Corporation, 
Tokyo, and its branch in Delhi will design, 
erect and commission the complete complex 
at a cost of Rs 38 crot^. The contracts 
have been sent to the union government for 
approval. Under the terms of the contract 
erection work would be completed in 27 
months and production is expected to 
begin ij 1972. 

COMPLAINTS CELL IN F.C.I. 

The Fertilizer Corporation of India 
Limited has set up a complaint cell at 
head office in New Delhi. The purpose of 
the cell is to register complaints received 
from the public and to deal with their 
grievances effectively and* expeditiously. 
The Director (Finance) is the Chief Com¬ 
plaints Officer. Similar complaint cells 
also exist at the various units of the Cor¬ 
poration. 

F.CI. WINS AWARD 

The Fertilizer Corporation of India has 
won an award against a French firm 
which has been directed to pay approxi¬ 
mately Rs 1.23 crorcs to the FCI. The 
award has been given by the Court of 
Arbitration, the International Chamber of 
Commerce, Paris. 

INDIAN BANKS IN UGANDA 

Indian Banks in Uganda, the Bank of 
India and the Bank of Baroda, have decided 
to continue operations as Ugandan com¬ 
panies following legislation enforcing local 
incorporation of all banks. 

JAPANESE STEEL UNITS MERGER 

The Japanese government recently app¬ 
roved a plan for the merger of japanfs 
two top steel maker? into the world’s second 
largest steel combine. The Fair Trade 
Commission announced chat it had con¬ 
veyed its decision in favour of the merger 
to the Yawata Iron and Steel Company 
and the Fuji Iron and Steel Company. The 
two firms are now expected to cfifcct the 
mergtt by March 31, 1970, to form Shin 
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Nihon Soiteisu (Ni|H>on Steel Corpora¬ 
tion). The Commission said its decision sets 
out cdnditiom for the merger — elimina¬ 
tion of all possibilities of monopoly as a 
result of the merger* especially in railway 
lines* foundry pig-iron* tinplate for canning* 
and black sheet piles. 

DEBT RELIEF ASSISTANCE 

Austria gave an additional debt relief 
assistance to this country for 1969-70 by 
means of a Indo-Austrian credit agreement 
signed on October 16* 1969. Under the 
agreement* Austria has granted to this 
country an additional credit of 28.2 million 
Austrian schillings equivalent to 1.08 
million US dollars. This amount would be 
utilised towards paying the principal due 
from the Government of India to the Go¬ 
vernment of Austria due on July 1, 1969 
and January 1, 1970. The credit hts been 
granted on an interest of three per cent per 
annum which is repayable over a period of 
25 years. 

BONN AID FOR TV 

An agreement was signed between the 
representatives of the Government of India 
and the Federal Republic of Germany for. 
setting up a television station at Bombay 
with relay facilities to Poona. The agree¬ 
ment* which is a part of the technical co¬ 
operation programme between the two 
countries* was signed on October 29. Under 
this agreement the Government of Federal 
Republic of Germany will supply equip¬ 
ment for the transmitters at Bombay and 
Pocma and for the studios at Bombay and 
expert technical assistance for installation 
of this equipment and training in pro¬ 
gramme presentation techniques. All 
requirements of foreign exchange for the 
proposed station will thus be met by the 
gift of equipment which the Government 
of Federal Republic of Germany will make. 
The counterpart expenditure in rupees 
will be incurred by the Government t of 
India. Thecost of the equipment likely to be 
received by way of gift is of the order of 
Rs 113 lakhs. It will be lecalled that the 
Government of Federal Republic of Ger¬ 
many had previously given assistance for 
the establishment of a TV station at Delhi. 

VISA REGULATIONS RELAXED 

It has been decided, with effect from 
November 1, 1969* to exempt any person 
who is in possession of a passport issued by 
or on. behalf of the Federal Republic of 
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Germany and who enters this country from 
the requirement of obtaining a visa from 
our missions abroad subject to the follow¬ 
ing provisions : the duration of stay in 
India of snch a person does not exceed 90 
days, which period shall include any prior 
period ofhis stay in India during the peri¬ 
od of six months immediately preceding the 
date of his entry into India; and he does 
not take employment* set up in business 
or carry on any profession* paid or unpaid, 
during his stay in India. Indian nationals 
holding valid passports entering the Federal 
Republic of Germany for a stay of less than 
90 days arc not required to obtain visas 
for that country. 

DELEGATIONS FROM IRAQ, NEPAL 

A three-member trade delegation from 
Iraq, led by Mr Mehdi Muhsin Al-Ubaidi^ 
Director-General of Foreign Trade, Minis¬ 
try of Economics, Iraq, arrived in New 
Delhi for trade talks which is scheduled to 
begin from October 27. During their stay, 
the delegation members will have discus¬ 
sions with the Government of India and also 
with the State Trading Corporation officials 
on trade matters. Before returning to 
Baghdad, the delegation is scheduled to 
visit Bombay. 

An eight-member delegation from Nepal 
led by Dr Pushkar Nath Pant, Secretary, 
Commerco and Industry* Royal Nepalese 
Government, arrived in New Delhi for 
participating in the meetings of the Indo- 
Nepal lotcr-Governmental Joint Committee 
on matters relating to trade and transit 
between the two countries. The meeting 
is scheduled to begin from October 29. 

BILATERAL DEAL WITH TUNISIA 

The State Trading Corporation has 
concluded a bilateral deal with Tunisia for 
the import of two lakh tonnes of rock phos¬ 
phate against export of non-traditional 
engineering goods. The value of the deal 
is placed at about Rs 3 crorcs. 

BID FOR BIG ORDERS 

Five top engineering firms have formed 
u consortium to enter into global competi¬ 
tion to win a Rs 10-crore project order 
of the Syrian Ministry of Petroleum and 
Electricity. Though Indian Cable Co. 
initiated and organised such a consortium 
for cable and allied items* the consortium 
will go in for sophisticated items. The 
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STC is also to be associated in this ventim 
seeking to wrest a big position in the 
20,000-toiiae iron and non-ferrous metals 
foundry forge project of the Syrian 
Government. 

INCENTIVES TO SUGAR INDUSTRY 

According to the first estimates, the area 
under sugarcane during 1969-70 is expected 
to be about 14 per cent more than that in 
1968-69. The government is anxious that 
the vacuum-pan sugar factories should 
crush sugarcane to the maximum capacity. 
With a view to encourage the factories 
to maximise crushing, it has been decided 
that an excise duty rebate of Rs 8 per quin¬ 
tal of sugar will be granted on the produc¬ 
tion of a factory during 1969-70 (October 1 
to September 30) which is in excess of 105 
per cent of its production during 1968-69 
(sugar season). Details of the manner in 
which the excess production should be 
determined and rebate allowed as also the 
quantity on which this rebate will be 
allowed to new factories, or factories which 
did not work to reasonable capacity during 
the year 1968-69 arc being worked out. 

TARIFF VALUES FOR DRY FRUITS 

The union government recently fixed 
the tariff values in respect of several varieties 
of dry fruits imported from Afghanistan 
such as almonds, pistachio and raisins. The 
rale of duty on dry fruits, however* re¬ 
mains unchanged at 60 per cent nd valorem. 
According to a notification issued recently 
the tariff value ranges from Rs 680 to Rs 
1135 per quintal in the case of almonds 
with shell, and Rs 2,080 per quintal for 
ahnonds without shell. For pistachios the 
tariff value is Rs 725 with shell, and 
Rs 2,155 without shell. For raisins 
(kishmish), the values are Rs 635 per 
quintal for the kedharai variety, Rs 420 
per quintal for Kabuli and ranging from 
Rs 355 to Rs 585 for other varieties. 

NAMES IN THE NEWS 

The Board of Oil India Ltd endorsed 
the Government of India's decision to 
renominate Mr Dev Kanta Bonaaili as 
the chairman of Oil India with effect from 
November 2. 

Mr D. N. Shroff has been elected chair¬ 
man of the Silk and Art Silk Mills' 
Research Association. 
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TUBE INVESTMENTS 

THE direcldrs of Tube Investments of 
India Ltd have recommended a higher 
equity dividend of 10 per cent for the yc;ir 
ended July 31, 1969 as against eight iK‘r cent 
paid in the preceding year. During 
1968-69 the compiiny has earned a hand¬ 
some net profit of Rs 42.08 lakhs as com¬ 
pared to Rs 21.67 lakhs in the earlier year. 
The net profit has been arrived at after 
allocating Rs 45.51 lakhs to depreciation, 
Rs 5.05 lakhs to development rebate 
reserve and Rs 35.00 lakhs for taxation 
us against Rs 44.99 lakhs, Rs 4.80 lakhs 
and Rs 7 lakhs provided respectively in 
1967-68. 

Adding Rs 2,468 brought forward from 
the previous year and Rs 8.66 lakhs being 
excess tax provision in respect t>f preceding 
years, the total amount available for dis¬ 
posal came to Rs 50.77 lakhs. Out of 
this, the directors have transferred a .sum 
of Rs 13.25 lakhs to general reserve. The 
proposed dividend will absorb Rs 37.50 
lakhs. The balance of Rs 1,973 has been 
carried forward to next year’s account'^ 
as against Rs 2,468 brought in. 

JIYAJEERAO COTTON 

The directors of Jiyajecrao Cotton Mills 
Ltd propose to issue bonus shares worth 
Rs 36.35 lakhs in 3,63,470 equity shares 
of Rs JO each by capitalising the amount 
from the general reserve. After the bonus 
issue, the company's equity capital will 
increase from Rs 463.65 lakhs to Rs 5 
crores. 

YOLTAS 

Voltas Ltd plans to diversify its produc¬ 
tion range at its Thana unit by undertaking 
the manufacture of centrifugal air com¬ 
pressors. The company has already ob¬ 
tained an industrial licence for manufac¬ 
turing blast hole drills, w'ater well drills etc. 
As the demand for drilling machines is 
expected to rise with the progress of the 
progranune for exploitation of minerals, 
this diversified line of manufacture is 
expected to be a profitable venture for the 
company. 

The company’s three units at Thana are 
working below capacity. To make good 


the idle* capacity of the air-conditioning 
plant, the company intends to diversify its 
output. Negotiations arc also in progress 
with the UAR for export of refrigerators. 
It hopes to export Rs 18 lakhs worth of 
refrigerators in the current year. 

The working results of the company 
has been adversely affected as a result of 
the disruption in production. Hence the 
value of production in 1968-69 is expected 
lo be around Rs 3 crores. However, the 
company hopes to make gbod this loss in 
the coming years. It expects lo achieve 
a turnover of about Rs 15 crores in the next 
four years. 

INDIAN ALUMINIUM 

Indian Aluminium’s West Coast smelter 
at Bcigaum in Mysore was commissioned 
on schedule on October 22, 1969. The 
start-up marks the completion of the first 
stage of India’s 430-miIIion rupee project, 
for setting up a major integrated aluminium 
industry in western India. The smelter 
will initially produce 30,000 tonnes of 
aluminium ingot per annum and is designed 
for ultimate expansion, in stages to 100,000 
tonnes. The smelter harnc.sse$ indigenous 
resources such as bauxite from the Ngar- 
taswadi and Kolhapur mines in Maharash¬ 
tra and electric power froni Sharavathy 
in Mysore. 

The project includes an alumina plant 
now under coastruction at Belgaum and 
scheduled for commissioning in mid-1970 
and a 11,500-tonne sheet rolling mill 
planned for construction at Taloja near 
Bombay. Indal already produces 40.000 
tonnes of aluminium ingot annually of 
which about 22,000 tonnes are fabricated 
into sheet, extrusion, foil, powder and 
paste. 

In its 30 years of existence, Indal has 
pioneered many new developments in the 
aluminium indiustry by employing technical 
and engineering know-how developed 
within the company in association with 
Alcan Aluminium Limited, Canada. 

According to the interim statement the 
company’s sales during the first six months 
of 1969 totalled Rs 127.7 million as com¬ 


pared to Rs 97.9 million in (he'flrst half of 
1968; the significant improvement resulted 
from increased demand, especially of ingot 
products in the domestic market. 

Net profit, after a higher provision of 
Rs 12.6 million for development rebate, 
was Rs 12.6 million and is fractionally 
lower than for the same period of 1968. 

The development rebate provided in¬ 
cludes a proportion of the amount which 
will be available to the company in 1969 
if the West Coast smelter begins operations 
as anticipated. If, for any reason, starl-up 
is delayed to 1970 theapiount of develop¬ 
ment rebate available in 1969 will be very 
substantially reduced and the company’s 
liability for income-tax on 1969 earnings 
greatly increased. 

Hardings for the second half of the year 
arc likely to be adversely affected by sub¬ 
stantia] start-up expenses at the new 
smelter. c 

m 

The public issue of Rs 70 million (7.75 
per cent debenture stock 1980-84) was 
completed with the allotment of the stock 
on April 12. The issue Was fully under- 
wTitten by leading financial institutions, 
banks and brokers in the country. In 
terms of the issue the company has received 
Rs 35 million being 50 per cent of the issue 
price, the balance of Rs 35 million is 
receivable on December 1, 1969. 

Metal production at 19,816 tonnes was 
about five per cent higher than that achieved 
during the first half of 1968. The improve¬ 
ment was due to higher output from .the 
Hirakud smelter; output from the Alu- 
puram smelter was at about. the .same 
level as in the first half of 1968. 

There was significant improvement in 
the output of the foil plant at Kalwa reflec¬ 
ting improvement in demand as well as in 
operating techniques. Operations at all 
other locations continued to be satisfactory 
during the first half of 1969. 

The directors have declared an interim 
dividend of Rs 0.55 on each fully-paid 
ordinary share of the company payable to 
shareholders on ilfeord as on October 16, 
1969. 

MADRAS ALUMINIUM 

Madras Aluminium, produciog now 
about 13,000 tons of metal, is being expan¬ 
ded to increase the capacity to 25,000 tons 
in three stages in the next three years. 
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The expati'sion was originally estimated to 
cost about Rs 6 crores including Rs 4.5 
orores worth of imported machinery. 

After recent discussions with the colla¬ 
borators, Montecatini of Italy, it has 
been estimated that a very large part of the 
machinery needed can be fabricated locally. 
Thus the foreign exchange content of the 
expansion scheme can be brought down 
to about Rs 1.75 crores. It is now planned 
to go ahead with the expansion with a 
loan from IDBI and meeting a limited 
part of the cost with internal resources of 
the company. 

TATA CHEMICALS 

Tata Chemicals Ltd has completed 
expansion of its soda ash plant from 
400 to 600 tonnes per day. The company 
is planning a further expansion of the 
capacity of the plant. It has applied for 
an industrial licence for the expansion of the 
capacity to 1,000 tonnes per day at an 
estimated capital cost of about Rs 3 crores, 
including a foreign exchange outlay of 
about Rs 60 lakhs. The decision of the 
application is <iwaitcd. Pending the dis¬ 
posal of this application by the govern¬ 
ment, the company has decided to avail of 
the exemption from the provisions of the 
Industries (Development and Regulation) 
Act of 1951 and to take ail possible steps 
to bring about an increase in the soda ash 
capacity up to 150 tonnes per day. 
The steps that the company is now taking 
to achieve this marginal expansion of 
capacity with a view to averting a possible 
shortage of soda ash in the near future 
will integrate the company's plans to 
expand the capacity to 1,000 tonnes per 
day when the government reaches a 
favourable decision on the company's 
application for an industrial licence. 

The directors state in their latest annual 
report that they have recently approved 
a substantia] revision of the first phase of 
the company’s fertilizer project which the 
managing agents had proposed with a 
a view to reflecting several parametric 
changes and developments since the 
project was conceived and formulated 
about two-and-a half years ago. The 
first phase of the project, thus revised, has 
been outlined and submitted to the govern¬ 
ment for its specific approval and it has 
been suggested to the government that the 
company will separately request govern¬ 
ment's specific approvals for the other 


components of the project as and when it 
wished to implement them. 

J. K. CHEMICALS 

The directors of J. K. Chemicals Ltd, 
have enhanced the equity dividend to 12 
per cent for the year ended June 30, 1969, 
as against 10 per cent declared in the 
previous year. During the year the 
company's gross profit shot up to Rs 74.43 
lakhs from Rs 35.98 lakhs while sales 
recorded a sharp rise to Rs 4.21 crores 
from Rs 2.91 crores in 1967-68. The 
handsome increase in profit was largely 
due to increased production and sales, 
thanks to the government's ban on the 
imports of formaldehyde. The company's 
performance in the first three months of 
the current year is also quite encouraging. 
Sales during this period have registered 
a rise of more than 15 per cent than in the 
corresponding period of last year. 

QANTAS 

The year 1968-69 has seen Qantas earnings 
at .5171,49 million—an increase of 19.4 
per cent over the previous year, a record 
performance in Qantas* 49-year history. 
The Chairman, Sir Roland Wilson, how¬ 
ever, cautioned that while it was a most 
progressive year for Qantas even a modest 
improvement in profit will be hard to 
attain in the next financial year because 
cvcr-incrcasing operating expenses would 
offset the gains in revenue. The annual 
report of Qantas for 1968-69 reveals a 
record net profit of 87,12 million during 
the financial year 1968-69 with the company 
recommending a dividend of $ 2.96 million 
to the shareholders. All-round progress 
was achieved in the number of miles flown, 
passengers carried and volume of cargo 
handled. 

UNION CARBIDE 

Union Carbide of India Ltd has declared 
an interim taxable ordinary dividend of 
75 paise per share for 1969. 

PHILIPS INDIA 

The directors of Philips India Ltd will 
meet on December 3 to consider the dec¬ 
laration of an interim dividend not excee¬ 
ding 10 per cent for 1969, 

JAIN TUBE 

Jain Tube Company has installed its 
second mill for manufacturing pipes from 
2|” to 6‘' dia. with the latest manufacturing 
technique by employing radio high 


frequency induction welding process under 
technical advise of highly qualified techni* 
cians. The company will now be able 
to serve their customers by supplying 
complete range of G.L & black pipes 
from U” to 6” dia. in light, medium 
and heavy classes. The company is manu¬ 
facturing pipes as per ISS and other Inter¬ 
national Standard Specifications and is also 
exporting the same around the world and 
the same has been approved and liked both 
in home and foreign markets. 

CAPITAL AND BONUS ISSUES 

Consent has been accorded to five 
companies to raise capital amounting to 
over Rs 89 lakhs. The following are the 
details. 

The East Angarpathra Colliery Company 
Private Ltd, Jay Kay Nagar, has been 
accorded consent to capitalise Rs 1,50,000 
out of its general reserves and is.sue fully 
paid equity shares of Rs 10 each, as 
bonus shares, in the ratio of one bonus 
share for every two equity shares held. 

Juggilal Kamlapat Udyog Ltd, Calcutta, 
has been accorded consent to capitalise 
Rs 10,25,000 out of its general reserves and 
issue fully paid equity shares of Rs 10 each 
as bonus shares in the ratio of one bonus 
share for every two equity shares held. 

The Atlas Cycle Industries Ltd, Sonepat, 
has been accorded consent to capitalise 
Rs 11 lakhs out of its general reserves and 
issue fully paid equity shares of Rs 10 each 
as bonus shares, in the ratio of one bonus 
share for every two equity shares held. 

Williamson Magor and Co Ltd, Calcutta, 

has been accorded consent to Issue equity 
shares of Rs 100 each of the value of 
Rs 11,69, 900 and 6.9 per cent cumula¬ 
tive preference shares of Rs 100 each of a 
value of Rs 5 lakhs to the shareholders of 
the Last India Tea Contpany Ltd, the 
Seajuh Tea Co Ltd and the Lingia 
Tea Company Ltd on the latteCsamalgama¬ 
tion with Messrs Williamson Magor and 
Co. Ltd in the manner approved by the 
Calcutta High Court. 

Straw Products Ltd, Calcutta, has been 
accorded consent to issue shares of a value 
of Rs 50 lakhs consisting of equity shares 
of Rs 10 each of the value of Rs 30 lakhs 
and 9.3 per cent cumulative redeemable 
preference shares of Rs 100 each of the 
value of Rs 20 lakhs for cash at par. The 
proceeds will be utilised for financing 
partly the company's expansion. 
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Zivan Tanic, a Yugoslavian rociologist, 
har made an attempt, in his book W'orkers" 
Participation in Manaf'ctnenf^ to examine 
the possibility of workers' participation 
in management in our country, in the light 
of the concepts widely accepted and prac¬ 
tised in his own country. 

Popular Concept 

The concept of workers' ixuticipaiion 
in management has become very popular 
after the Second World War. At piescnt, 
workers' participation constitutes an 
important serial movement which is charac¬ 
terised by many radical tendencies resulting 
from the dynamics of labour movement. 
According to the author this has come to 
be accepted by the progressive intellectuals 
who think that political democracy should 
be extended to all other spheres of social 
activity. 

At present, there arc broadly two optimal 
variants of workers’ participation in 
management : unilateral which is possible 
only under the scKialist system, and 
the co-operative which is the ultimate 
objective under the capitalist system. 
According to the author co-operative or 
joint participation in management can have 
and optima] possibility only under condi¬ 
tions when both management and em¬ 
ployees have equal rights and opportunities 
to exert influence on the economic policy 
of the enterprise. The conditions of joint 
participation arc more favourable in the 
public sector enterprises than in the 


privately-owned ones. 

Tn our country, workers* consultative 
paiticipation began nearly a decade after 
Independence. The author has tried to assess 
these attempts at introducing joint bodies 
as well as their work, success and short¬ 
comings. Four conditioas are necessary 
for a successful partnership participation, 
vi/., social, economic, political and cultural. 
These conditions do exist in India, but 
not to the required extent. 

Political Rivalry 

The trade union movement in 
Fndia is capable of directing the 
claims of the working class. However, 
the political rivalry among various trade 
unions has become more pronounced and 
due (o that the interests of the working 
class have been neglected. This rivalry 
among trade unions has seriously affected 
the development of the ideas of workers’ 
participation and the role of joint manage¬ 
ment councils in India. The joint 
management councils and the works com¬ 
mittees transform themselves into a mecha¬ 
nism which is either under the absolute 
domination of management or constitutes 
(he field for political conflicts between 
various trade unions and employers as 
well as among unions themselves. Though 
initially the government mooted the idea 
of introducing workers’ participation in 
management, it ir mostly concerned at 
present with maintaining peace and the 
status quo between worker? and employers. 
Consequently, governmert is raiisfied with 


conserving workers’ participation in its 
marginal form only, Lc., (joint consultation) 
in spite of formal declaration in the five- 
year plans, for active participation of 
workers in management. 

In our country the author feels, economic 
conditions partially favour workers’ parti¬ 
cipation in management. The adminis¬ 
trative structure in the public sector enter¬ 
prises remain bureaucratic and is dominated 
by a strong management authority, 
which means that structural or informal 
co-operation between employers and em¬ 
ployees in the public Enterprises is no 
different or better than that in the private 
sector. 

> Basic Relations 

The basic relations in the wider commu¬ 
nity also constitute an important Factor 
in stimulating workers’ participation in 
management. Caste barriers manifclt^ 
themselves stcongly at the informal level 
and in day-to-day communication. Though 
meaningful changes have started influenc¬ 
ing Indian society the barriers are being 
broken, but due to enormity of the problem 
it will be long before they are broken 
completely. Also, low level of education 
of workers and the regional languages 
and sub-cultures are other obstacles. 
Traditional norm') and values in respect of 
order, authority, seniority, kinship and in¬ 
sufficient acceptance of progressive altitudes 
towards industrialisation also prevent 
workers' participation in management. 

Under the circumstances it is not 
surprising that in India workers* partici¬ 
pation in management has only taken the 
initial step. The author is of the opinion 
that there exist in India a motivation for 
the active participation of the worker, but 
the conditions for its development and 
success have not emerged sufficiently. 
About 140 joint management councils 
and 3,4(X) works committees constitute 
only a beginning. The author concludes 
by a forthright statement that “workers’ 
unions, employers, and the stale do not 
have any real intcrett in its success.” 

In the name of expertise, Tanic has 
presented in this book just ordinary analysis 
and stuff which is known to practically 
every student of Indian economics. The 
fundamental trouble with us is instead of 
building our own indigenous institutions 
we are frying to borrow and imitate insti- 
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tutions from foreign countries irrespective 
of whether or not such institutions suit 
our environment. Naturally, and as 
expected when these borrowed institutions 
from highly industrialised western demo¬ 
cratic countries do not function smoothly 
and successfully in India, we invite experts 
like Zivan Tanic from communist 
countries, to judge the pcrfoimance of 
workers' participation in managment in 
the light of the concepts accepted in his own 
country, thus compounding our folly. 

ECONOMIC ROUNDUP 

This is the second volume on Surveys of 
African Economies published by the IMF. 
The first volume has already been reviewed 
in these columns in the issue of July 4, 
1969. 

The East African economics presented 
in this volume are those of Kenya, Tan¬ 
zania, Uganda and Somalia, together 
occupying a total area of 925,270 square 
miles, about 20 per cent less than the area 
of the Equatorial African countries surveyed 
in volume one. The estimated population 
of these countries in 1967 was 32 million 
(Kenya, Tanzania and Uganda accounting 
for over 90 pef" cent of the total). More 
than four-fifths of this population is rural 
and the rest lives in small towns and a 
few in large towns. The rate of population 
growth is between 2.5 to 3 per cent a year, 
the upper limit being approached in Kenya, 
In spite of this, there is no population 
problem at present. In 1967 the combined 
GDP of these countries amounted (o US 
S 2,830 million, the per capita for the 
region as a whole being about US -590. 

Predominance of Agriculture 

The economies of all the four East 
African countries surveyed in this volume 
are characterised by predominance of 
agriculture, including livestock raising and 
by fairly heavy dependence on foreign 
trade. The agricultural sector generally 
contributes well over half of the GDP 
and about three-fourths of the export 
earnings. Subsistence crops (such a« 
maize, rice, wheat, millet, banana'?, etc.) 
account for nearly one-third of the GDP, 

A large share of the agricultural output 
represents export crops such as coffee, 
cotton, tea and tobacco. 

Except Kenya all other countries have a 
limited indusuial base, and are in early 
stages of development. Few large indus- 
trieiu ate just springing up—petroleum 
tetning and bc^ production in Kenya 


and Tanzania, textile production in all the 
four countries and meat canning in 
Somalia. The governments of these 
countries are encouraging industrial deve¬ 
lopment directly or indirectly through a 
combination of investment incentive to the 
private sector and the public sector. The 
governments of all the four countries arc 
endeavouring to expand infrastructural 
facilities to ensure that they keep pace with 
the development requirements of the other 
sectors of the economy. 

Kenya, Tanzania and Uganda are 
members of the sterling bloc, though 
Somalia at present docs not belong to any 
currency bloc. Somalia however main¬ 
tains associate status with the European 
Economic Community. The other three 
countries participate in the Commonwealth 
preferential tariff arrangements and have 
recently concluded negotiations for asso¬ 
ciation with the EEC. In addition they 
have fairly close economic ties among 
themselves. Tlic inauguration of the 
East African Community in December 
1967 formalised the existing common 
market. The establishment of an 
Hast African Development Bank 
provides the necessary instrument for 
fostering balanced industrial develop¬ 
ment within the area. Generally the four 
countries achieved fairly satisfactory eco¬ 
nomic progress during 1961-67 as evidenced 
by a gain in GDP of roughly 4.5 per 
cent a year. 

Planning for Growth 

All the four countries surveyed here 
arc using planning to accelerate eco¬ 
nomic growth. However, apart from 
meagre resources, several limitations on 
the execution of various plans have been 
imposed by shortages of manpower and 
planning insiitulionr to initiate and execute 
projects. The prospects for the economic 
development of the four countries surveyed 
here appear to be promising, if constraints 
to growth namely fluctuations along a 
downward trend in the prices of their 
major export^, limitations to the mobilisa¬ 
tion of domestic savings, in spite of the 
establishment of central banks in these 
countries, and generally low productivity 
of agriculture, get gradually cased. 

As in the case of surveys in volume 
one, introduction is followed by chapters 
on economic surv'cys of individual coun¬ 
tries. Each survey is quite comprehensive 
giving the general setting of each country, 
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details of its population, structure of it^ 
economy, details of banking tostitutions, 
foreign trade and balance of pay¬ 
ments, the structure of government finance 
and the planned efforts which are 
being made by governments to accelerate* 
economic growth. The surveys arc full 
of authentic facts and figures supplemented 
by excellent maps. The IMF has rendered 
a great service by the publication of this 
excellent volume containing surveys of the 
four East African countries. 

The Economies of Africa contains struc¬ 
tural and analytical studies of seven African 
countries together with two studies of 
group? of countries which although pplili- 
caJly separate have had in past close eco¬ 
nomic links. The seven countries studied 
are Algeria, Cameroon, Ghana, Ivory 
Coast, Liberia, Nigeria and Sudan. The 
two groups of countries arc East Africa, 
(Kenya, Uganda and Tanzania) and Centra] 
Africa (Rhodesia, Malawi and Zambia). 
The countries have been chosen to bring 
out the main economic issues, arising in 
the efforts of newly independent African 
states to achieve economic growth. They 
are thus representative of the great diversity 
in stages of economic development,—-size, 
structure, institutions and policies which 
arc to be found in present-day Africa. The 
authors of all the articles included in this 
volume are well-known economists. There 
arc some non-African contributors; but 
they have all lived and worked in the 
countries they are writing about and almost 
all of them have exi>cricnce of other deve¬ 
loping African countries. They have thus 
gained insight into the problem** of African 
economies. 

Common Framework 

Ihe studies of different countries have 
been built around a common framework. 
This is particularly helpful as it will enable 
the reader? to have a comparative view. 
Also the special aspects and features of the 
the individual countries arc clearly brought 
out. 

The group of countries collectively 
known as ‘underdeveloped’ have several 
problem? and conditions in common. One 
of the aims of this comparative study is to 
provide material whereby similarities and 
differences within Africa can be assessed. 

A number of factors were considered in the 
choice of countries to be studied. Three 
of the nine countries arc francophone 
(Ivory Coast, Cameroon Federal Republic 
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and Algeria). Federal or commori market 
issues are important in East Africa, Central 
Africa, Nigeria, Ivory Coast, Cameroon 
and Algeria. The Liberian economy, 
except for its plantation and mining 
enclaves, is primitive. Ghana is suffi¬ 
ciently developed for inter-industry analysis 
to be of some interest in discussing econo¬ 
mic planning. Hie Ivory Coast has a 
generally iaissez fiiirc attitude toward? 
economic policy. Algeria and Ghana are 
directed economics. 

Among the economists, who are at 
present actively engaged in planning in 
African countric'?, there is some scepticism 
about the importance which should be 
attached to aggregative frameworks and 
their usefulness. In the first instance there 
is lack of dependable data about economic 
magnitudes. Even in Nigeria, one of the 
more advanced of African countries, 
planning is 'planning without facts’. Apart 
from this, in African conditions, many 
of the relationships arc subject to great in¬ 
stability. Under such conditions, to place 
great weight on aggregative analysis as a 
basis for long-term planning or concrete 
investment decisions may represent an 
act of faith rather than of reason. Value 
of comprehensive planning will be greater 
if there is a large number of projects well- 
woiked out, amongst which a choice has 
to be made on account of financial restraints 
But it is becoming increasingly obvious 
that in some countries (Sudan, Nigeria 
and Kenya) the problem is of lack of well- 
worked out projects. Project stimulation 
tamer than project choice becomes a major 
constraint. It is consideration of this 
factor that has led western and other 
economists to argue in favour of partial 
planning in these African countries. 

Unfortunately the structures and problem 
of African countries cannot yet be studied 
as profoundly as those of more-developed 
countries. There is no doubt that this 
volume of comparative studies of the 
African countries undertaken by experts 
will serve as a useful handbook to students 
and economists concerned with African 
countries. This volume is more compre¬ 
hensive and better in many respects 
than the surveys of African countries 
published by the IMF. It points the way 
to areas on which further study could 
usefully be directed. 

PROCESS OF GROWTH 

Economic and technological behaviour 
is fully understandable only in terms of the 
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total social and cultural context, which 
is the gist of the Economic Development — 
The Cnllitral Context, Economic .change 
is only a particular facet cf a larger cultural 
transformation. Economies of countries 
do not change in isolation and significant 
shifts in other areas of belief, behaviour 
and S'r:ial organisation will find a reflec¬ 
tion in changctl economic patterns. 

Primary Foreas 

In the first chapter the authors have 
made an attempt to chronicle some of the 
political factors that have transformed 
the idea of development and gcneicitcd 
national consciousness. The primary 
forces engineering this nationalism have 
been the two world wars, the participation 
in them by colonial soldiers, the subsequent 
cold war, foreign aid and the emergence 
of a ‘third world' consciousness. Though 
nationalism has provided the countries 
with the most dramatic episodes of change 
in developing countries, nevertheless some 
meaningful changes have been occurring 
in other areas of life such as agriculture, 
urbanization and industrialisation. In spite 
of these changes, according to the authors, 
it is still questionable whether the social and 
economic theories of the industrial countries 
arc relevant to an understanding of tribal 
and peasant communities. In chapter 
two the authors explore this question and 
proceed to analyse tribal and peasant 
life and the cultural factors that limit the 
potential for economic change. ThLs is 
relevant on account of the fact that even 
with rapid urbanisation in recent years, 
tribesmen and peasants still form an over¬ 
whelming majority of the population of 
developing areas. This means that mean¬ 
ingful economic development can occur 
only if the motives and restraints on these 
people arc fully understood. Thus despite 
the persistence of takc-otf theories that 
emphasise the rate of saving, economists 
have increasingly been examining cultural 
factors to aid the understanding of the 
functioning of the economics of the deve¬ 
loping countries. Economists have now 
been talking of the ‘absorptive capacity* 
of an economy. Such an approach leads 
to investigation of the level of education 
and skills, the existing complements of 
tools and the other facets of the infrastruc¬ 
ture and the cultural forces that could 
strengthen or retard the introduction of 
a new technology. 

In formulating their ideas about economic 
development, economists and political 
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leaders of developing countries have been 
placing great emphasis on economic 
planning. Unfortunately economic plan¬ 
ning has often become a ritual and 
a symbol of modernism. Meaningful 
planning is operational planning which 
directs human behaviour into certain acti¬ 
vities and orients the use of science and 
technology towards an improvement in 
economic well-being. In the opinion of 
the authors this means that ‘‘co-ordinated 
planning must encompass and reflect an 
understanding of cultural, political and 
technological, as well as economic factors 
in order to be effective ♦and not falter as 
u result of a failure to include exogenous 
and non-cconomic variables.” While it 
may not be possible for the students of 
economic growth to be fully knowledge¬ 
able in all the disciplines that would be 
required for such an understanding, it is 
necessary that development economists 
should at least have an awareness of 
forces that influence meaningful economit 
planning and growth. There is no doubt 
that ip this brief but delightfully written 
book, the authors have made a significant 
contribution to the objective of an integrated 
interdisciplinary approach to economic de¬ 
velopment. In retrospect this thesis will also 
explain the comparative failure of India’s 
three five-year plans and also point out 
the new' dimension which must be added 
to our study if our future economic efforts 
are to be really meaningful and successful. 

FROM MANY ANGLES 

Thoughts on Indian Economy—Walchand 
Memorial Lectures, is a collcctior of 
lectures delivered by eminent scholars, 
administrators, and industrialists to com¬ 
memorate the memory of the founder of 
Maharastbra Chamber of Commerce, 
Seth Walchand Hirachand. The Chamber 
thought that the publication of such a 
series of lectures in a book form will go a 
long way in preserving a close study of 
our economic problems and conditions 
for wider use. 

Mr G. L. Mehta in his iiiaugural 
address has given an extremely intimate 
and vivid appreciation of Walchand 
Hirachand*s life and pioneering work 
in the Indian industrial field of our 
country. Mr C. N. Vakil has reviewed 
the industrial revolution in India. He is 
of the view that in the history of the world, 
there is no parallel to the imttjuo trans¬ 
formation that is taking place in our 
country, in a comparatively short time. 



in leveml ftphem of life-- 
ocoik>«iiiil<^ «oc^ poliUeal^ii e peace* 
4eriM)drali€ omner. But tie is also 
of tlie optoion that this gieat adveoUkie 
is a ehattenge to oiir statesmansh^ and 
wMom to utilise our resources fwisely. 
In mbeting this challeope the author em* 
phasises that we cannot afford to over¬ 
look (a) national consciousness with the 
desire to work for national unity, (b) 
avoidance of waste, both human and 
natural, <c) sustained, disciplined and hard 
work, and (d) an intense desire to progress 
in spite of all odds—qualities which the 
present generation may well leam from 
Seth Walchand Hirachand. 

Industrial Growth Analysed 

Dr V. K. R. V. Rao in his lecture 
has analysed the extent of industrial 
growth in India, its salient features, 

the way it has been brought about, 
the extent it is linked up with the 
social and other obJecMves of planning, 
the mistakes that have been made, the 
lessmis that can be learnt from this experi¬ 
ence and prospects for the future. He 
pleads for a more scientific temper, a more 
rational approach, a sense of identification 
with the masses and an ultimate subordina¬ 
tion of the material to the spiritual urges 
inhuman motivation and action. Mr S. K. 
Patil in his lecture has very forcefully 
advocated ^*an integrated development 
of industry and agriculture as a national 
objective’*—a policy not followed 
so far to the nation’s dismay 
and sorrow. Mr Asoka Mehta has 
made an attempt to probe into some 
aspects of social changes that have taken 
place in the country since Independence. 
Like Dr V. K. R* V. Rao’s essay, this 
is full of professional jargon and the 
reader gets lost in the maze of words. 

Mr H. V. R. lengar’s lecture on ’’Public 
Face of Indian Business” is the be^f 

the lot. Today the popular impression 
)f Indian business is in general not very 
lattering. The enormous publicity given 
o the Mimdra and the Dalmia-Jain affairs 
rna given rise to the general feeling that a 
;reat deal of illegitimaie profit is being made 
^the evasion of taxes and through other 
nore dubious means. People have come 
0 believe that between a poor adminis- 
ratkm and a bad lot of businessmen, the 
ountty is going down. The author feels 
hal this tf a distorted picture of the reality, 
ast as there is a disiorted pMuro of our 
plHkal leaders who ere generally thought 


of as power scekm and ooenipt. There 
: appears to he an iater^relatlofialiip bet w een 
tl^ gfowing powers of govemmsiit and the 
worsening of the public image of the Indian 
business. The govemment is neither fair in 
its Judgment nor doing good to the country 
by giving the impression that private 
business as a rule is givo) to unethical 
methods. Malpractices are blown up by 
constant reiteration and efforts to multiply 
regulatory legislation, whereas what is 
good and decent gets no publicity and 
is lost by default. Over 80 per cent of 
the profits earned by Tata A Sons goes 
to philanthropic trusts without distinction 
of race, caste or creed and the Birla Trust 
has been Onancing the Institute of Engineer¬ 
ing Technology at Pilani. Unfortunately 
these activities do not catch the public 
eye as do those of men indulging in these 
sins. The author has very strongly and 
convincingly pleaded that if progress is to 
be achieved under individual liberty, demo¬ 
cracy, with its rule of law and private 
enterprise, must be preserved. At the 
same time he pleads that private industry 
must also exercise some internal discipline 
and control against those members of their 
community who arc guilty of malpractices. 
What is needed for India’s progress is 
active democracy and an enlightened 
private sector. 

Panetrating Analytit 

Prof B. R. Shenoy has come ^nit 
with a penetrating analysis in his lecture 
on “Indian Business Progress”. He 
feels that the actual well-being of the Indian 
masses continues to bo semi-stagnant. 
Neither logic nor empirical evidence suiv 
pons the view that inflation is a necessary 
accompaniment of economic dc*'CIopmcnt. 
Most of our economic difficulties - recurr¬ 
ing foreign exchange scarcities, food deficits, 
undue reliance on foreign aid and paralysis 
of capital market—are all aggravated by 
over-investment and inflation. In order to 
remove these evils, Prof Shenoy strongly 
pleads for a basic fhift in policy. There 
should be a change over from the policy of 
interventionism to increasing reliance on 
the free market and the free pricing 
system. Inflationary finance must cease 
and the hurdle of currency over-valuation 
must be remedied by floating the rupee. 
All unnecessary restrictions and exchange 
controls which clog the springs of produc¬ 
tion and obstruct flow of output should be 
relaxed and ultimately removed, Public 
sector investmmt activity must be scaled 


y:m, 

tionali^ecL Ptof ShMioy la 
adoption of these measures would tiierdMb 
per capita natloiial income by 8 to 10 
per cent or more in place of the meagre 
t .8 p:»r cent per year under the prevailing 
conditions. The difliculties in the way of 
adoption of the above measures are mainly 
political. Prof B. R. Shenoy may well 
be called Prof Milton Friedman of Indial 

In his lecture on ’’Where Hus Money 
Gone?”, Mr Lakshminiwas Birla, though 
an industrialist, ha* outshone professional 
economists In hts sustained and rigorous 
economic analysis of the monetary policy 
of the govemment With facts and figures 
he proves that there are three different and 
distinct monetary zones in the country: 
(a) the rural money market, (b) urban 
organised money market, and (c) public 
sector money market. Rural sector and 
the public sector are the two important 
centres of gravitation drawing out and 
absorbing the major portion of the addi¬ 
tional money created since 1951. The 
so-called organised money market for the 
private sector is the victim of squeeze by 
both of them. He pleads that the Reserve 
Bunk, the guardian of the nation’s 
monetary system, should relieve this strain 
by adopting a more liberal credit policy, 
ix:forc any fiuther damage is caused to 
industries in the private sector. 

CatalytCf for Growth 

Mr P. L. Tandon’s is again a bold and 
brilliant piece in this volume. According 
to him economic growth needs three in¬ 
puts: men, money and materials; and the 
fundamental catalysts to all growth are 
professional management and the national 
attitude 10 growth. There will have to be 
professionalisation of management. For 
management to regard itself as a profession, 
it would be expected to conform to at least 
three basic requirements : training by 
education and experience, will to acquire 
further body of knowledge through research 
and development of its own norms and 
code of conduct without waiting to have 
them imposed upon it by the society 
through legislation. Is business in India 
today a profession? Is it professionally 
managed ? The author’s answer is “by 
and large, no.” The authi>r is also certain 
that our national attitude will have to 
change. We must change our attitude 
towards profit, «izc of business unit and 
towards success. The author rightly thinks 
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ihat if profit is a dirty word and large size 
of business is discouraged and if great 
success is suspect^ India cannot expect a 
high rate of growth. These are incom- 
patibles ; the wrong aincudes and the 
right results. 

And finally Mr L. K. Jhu analyses in a 
rather theorecical way the problem of 
the consumptior policy in developing 
countries. 

These lectures together make an excellent 
survey of Indian industrial progress and 
economy over the decade. There is no 
doubt that students of economics and even 
the public will iind this collection of 
speeches worthy of a close study as it 
rellects current thoughts on various 
aspects of the Indian economy. 

TRADE AND AID 

Development Trade and Aid brings 
out in the form of a book, papers 
specially prepared by experts in a 
symposium held in Madras in 1967, 
to commemorate the golden jubilee 
conference of Indian Economic Asso¬ 
ciation. The theme of the sympo¬ 
sium was “National and International 
Aspects of Development.’ ’ 

Mr C. N. Vakil writing on “Development 
with Stability” reviews the various sources 
of instability in the economy, specially 
the operation of non-cconoinic forces, 
where an economist finds himself a 
helpless observer. He has also reviewed 
sources of instability such as wrong 
or misconceived economic policies 
and has considered in some detail the 
havoc caused by inflation, it is the 
action and reaction of both the sources of 
instability, economic and non-econoiric, 
that have created confusion in economic 
thinking and unless all concerned arc 
able to disentangle the.se forces, they will 
not be in a position to find remedies out of 
the crisis in which India is involved. No 
temporary expedients will do. Sustained 
efforts by all concerned are necessary both 
»n the non-ccoronuc and economic rphcrcs 
to remove the causes of instability which 
have gone deep in many cases. Prof Vakil’s 
analysis is rather general and therefore not 
of much use directly to framers of policy 
in India. Mr S. Narayanaswami‘a comment 
on the same topic is very entertaining and 
enlightening. He has pointed out that there 
is DOW increasing realisation that stability 
is the condition precedent to successful 
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utilisation of domestic and foreign resources 
andalso infUttion cannot be lotted upon as 
a normal Goocomltanl of al| development 
and be taken for granted at all stages. He 
insists that development in India, if it is to 
be meaningful, will have to be fashioned to 
the needs of the people, tailored to the 
available resources within the country and 
be based on the agrarian actualities of 
India. 

fn his usual extremely lucid manner Dr 
D. T. Lakdawala discusses at length the 
problem of * foreign Capital and Economic 
Development”. According to him the whole 
subject of developmental foreign aid is in 
an evolutionary stage. There is at present 
greater understanding of the objectives, 
character, forms, conditions, duration and 
extent of foreign capital. Certain noims are 
being set up and the number of donor coun¬ 
tries and those who abide by the noims 
is on the increase. But as yet the norms 
ihemselvcs arc in the nature of improvi- 
sions. The evolution is yet incomplete. 
A major defect lies in the lack of education 
of the public in developmental problem 
which easily turns them as in the USA 
anti-aid or as in the UK aid-indiflerent. 
Only a microscopic mir ority takes enlight¬ 
ened interest in the subject. The author 
points out two undesirable trends, the in- 
cieasc of lied aid and the greater propor¬ 
tion of loans though on a softer ba5is and 
pleads for a ic-examination of the whole 
question of foieign aid and to pul it on 
sound and fiim base. 

Steak Aid f rospeett 

Dr Lakdawala points out none too bright 
chances of India getting more foreign aid 
and suggests to Indian planners to make of 
note of this. Planning must be in a proper 
perspective and also India must learn to 
realise a minimal rate of growth with lesser 
aid. We must recognise that in the past the 
size of investment has not been the critical 
factor in the rate of growth. Improvements 
in administration, implementation, invest¬ 
ment pattern, economic policies etc. are 
possible which should enable India to in¬ 
crease the growth rate, without any sizable 
additions to foreign aid, which if available 
will enable us to reach the goals more quick¬ 
ly* 

Mr G. L. Mehta emphasises that we 
should estimate the net cost of foreign 
investment and not have it indisprimihate:^^ 
regardless of our economic needs and 
balance of payments* position. AHo, we 


must camfiilly distinguiA between sectors 
in vdiidi foreign equity eajiitgUa desirable. 
Wemtist be t6 see that ot«t eco^ 

should not be distorted by superbnpoeitioii 
of a largely exotic Industrial structure. 
And above all we must fight against 
the prevailing belief that fore%Q capital^ 
involves foreigil conquest. He cm* 
phaises that the polides of sovereign 
nations are governed or should be 
governed not by sentiment nor by 
cliches but by national interests. 
There i$ absolutely nothing new in Dr 
V. K. R. V. Rao’s article on “Export for 
Development^ His analysis of the crucial 
role of exports in ocodbaiic development 
and specific steps to be taken for export 
promotion is extremely ordinary and with¬ 
out any new suggertionr or infight. Equally 
ordinary and trite are the articles on the 
same subject by two foreign experts 
Richard M. Act and H. E. English. 

Regional Co-operation ^ 

Dr P. S. Lokanathan has analysed the 
problen* of regional cc-operatioo for deve¬ 
lopment in a very constnictive way. He 
explains how the problem^ of the Asian 
countries could not be properly under¬ 
stood and evaluated by the UN Com¬ 
mission which w ar for some time dominated 
by non-A«^iaa members. Ultimately the 
solution of Asian economic problems has 
to be found by the Asian countries them¬ 
selves. It has to be admitted that Asia as 
an economic unit has still to prove itself. 
But it is gratifying that a common approach 
has begun to develop over the years, 
though this attitude has stemmed more as 
a reaction to the domination by the west 
rather than on the basis of a sense of soli¬ 
darity among the Asian countries them¬ 
selves. Problems created by vast distances, 
difficulties of transport and communica¬ 
tions, competing economies and above all 
by political rivalries among Asian nations, 
and it is against this background that one 
has to deal with the most difficult problems 
of the regional co-operation in Asia. A 
beginning has already been made in the 
case of the Asian Highway. They con alto 
join together in establishing a fairly big 
steel plant and riiaip Che output according 
to their needs. Fertiliser, caustic soda, 
soda afh, paper and paper pulp are other 
industries where joint ventures by two or 
more neighbouring Asian comitries can 
solve the problems of raw materials and 
ofhighcost. Theauthor at the same time 
gives the warning that mglonal economic 
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co-operation in Asia is and should bo fully 
coa^istent with larger economic co-opera¬ 
tion with the rest of (he world. 

This volume contains extremely valuable 
paper? full of penetrating analysis and 
constructive suggestions. It is therefore 
unfortunate that it has not been brought 
out well by the publishers. A few of the 
spelling and printing mistakes (?uch as on 
pages 3,49,79 and 90) reflect adversely on 
the quality of this commemorative volume 
which merited excellent production. The 
book deserves to be read and reflected 
upon by every student of Indian economy 
as it gives him proper perspective on this 
extremely important and controversial 
subject. 
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RECORDS AND STATISTICS 


CORPORATE FINANCES : 1965-66-1966-67 


A Study of the finances of 1,501 selected medium and large 
non-finuncial non-govcrnmmt public limited companies relating 
to the years 1965-66 and 1966-67 has been published in the August 
bulletin of the Reserve Bank of India. Medium and large com¬ 
panies in this study have been defined as those having a paid-up 
capital of Rs 5 lakhs or more. A majority of the companies 
covered by this study have (heir accouating year closing cither in 
December or March, though the number of companies closing 
their accounts in June or September is also not insignificant. 
The approximate coverage of the selected companies, measured 
as a proportion which the paid-up capital of selected companies 
forms to the total paid-up capital of non-fiiiancial non-government 
public limited companies at work as at the end of March 1966, 
works out to 81 percent. Extracts from the study arc reproduced 
below : 

Overall Performance 

The overall performance of the private corporate business 
sector, as revealed by the study of the selected 1,501 public limited 
companies, shows an increase of II .7 per cent in net sales (net of 
rebate and dlscc^unt and excise duty and ccss) during 1966-67 
but a smaller rise of 8.8 per cent in gross profits. The growth in 
sales, however, was largely the result of increased price levels 
reflecting higher prices of inputs on account of the continued 
inflationary rise in the prices of industrial raw materials and 
intermediate products rather than to expansion in physical output 

GROWTH OF CORPORATE SECTOR 


Item 

Rate of growth* 
(Percentage change in 
1966-67 over 19(>5-66) 

Net worth (paid-up capilal+ 
forfeited shares-f-reserves and surplus) 

4- 6.5 

Gross fixed assets 

-f 10.2 

Net fixed assets 

-1- 8.6 

Inventories : 

+ H.8 

Gross capital formation 

(gross lixed assets plus inventories) 

-f 10.7 

Net capital formation 

(net fixed assets plus inventories) 

-f 9.9 

Total gross assets 

+ 11.2 

Total net assets (i.e., total capital employed) -f-10.8 

Sales net of rebate and di.scounl 

Sales net of rebate and discount and excise 

+ 11.8 

duly and ccss 

+ 11.7 

Total income 

+ 11.2 

Value of production 

+ 11.2 

Profits before lax 

+ 3.6 


♦Adjusted for revaluation of assets due to devaluation of 
rupee etc., wherever necessary. 


and sales. For, the Indian ecooomy during the year was charac¬ 
terised by a marked slowdown in industrial activity as a result of 
the acute shortage of raw material supplies consequent on the 
low levels of agricultural production and imports and the stagna¬ 
tion in inve.stment outlays after the completion of the third five- 
year Plan in 1965-66. On the other hand, manufacturing costs 
continued to rise as is indicated by the increase of 20.9 per cent 
in the prices of industrial raw materials and of 18.7 per cent in 
intermediate products, during the financial year 1966-67. To 
compensate for the rise in costs, statutory prices of certain con¬ 
trolled commodities including sugar, coal, cotton textiles and 
iron and steel were revised upwards during the year. This cost- 
push inflation was further aggravated by the increased burden 
of overheads on account of the large under utilization of pro¬ 
ductive capacity. The fall in rural incomes consequent on low 
agricultural harvest during the years 1965-66 and 1966-67 together 
with the stagnation in investment outlays had their inevitable 
impact in lowering the demand for consumer goods which in^jirn 
transmitted its effect to the basic and capital goods sector. 

Paradoxical Situation 

There w'cre thus symptoms of recessionary trends in the econo¬ 
my which presented an interestingly paradoxical situation during 
the year of a rising price and cost structure alongside a falling de¬ 
mand. The widespread increases as in sales were, therefore, clearly 
not the result of a healthy expansion in physical deliveries but 
reflected the inflationary rise in sale prices. The impact of the reces¬ 
sion, how'cver, could be discerned in at least two basic industries 
v/r., iron and steel and non-ferrous metals for which sales during 
1966-67 actually declined in comparison w'ith those in 1965-66, 
while a few other industries were also faced with the problem of 
mounting inventories as a result of the unwillingness on the part 
Of dealers and distributors to hold larger stocks with them in the 
context of slackening offtake. The all-round rise in manufactur¬ 
ing and other expenses was also reflected in a smaller rate of 
growth in overall gross profits in comparison with sales. Even 
the higher gross profit of Rs 38.1 crores in 1966-67 was largely 
absorbed by the steep rise of Rs 26.4 crores in interest charges 
thereby reducing the increase in pre-tax profits to only 3.6 per cent 
during the year. However, net profits (profits after tax) showed 
a larger rise of 7.6 per cent consequent on tax provision being 
lower by Rs 0.9 crore during 1966-67. Certain important changes 
were made in corporate taxation in the union budget for 1966-67. 
The general rate of tax on corporate incomes was increased by 
10 per cent while at the same time a number of fiscal reliefs and 
concessions were provided to the corporate sector. Thus, the 
rate of sur tax was reduced from 40 per cent to 35 per cent, the 
12.5 per cent tax on bonus issues wafcompletcly abolished and 
exemption from the payment of the 7.5 per cent dividend tax 
was given in respect of dividends up to 10 per cent of the paid-up 
equity capital. The list of priority industries entitled to a higher 
development rebate of 35 per cent was also extended to a few 
more industries. In absolute magnitude, net profits increased by 
Rs 12.3 crores to Rs 173.5 crores, of which profits retained 
amounted to Rs 66.5 crores which were higher by Rs 8.3 crores 
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than in 1965-66. Thi: larger profit retention together with higher 
depreciatipn provision resulted in an increase of R& 24.1 crores in 
‘cash flow’ (Rs 15.8 crores depreciation provision and Rs 8.3 
crores retained pre^ts.) Despite this increase in internal cash 
generation, the liquidity of the corporate sector showed som: 
decline with current liabilities rising faster than current assets 
resulting in the fall in the ratio of current assets to current liabilities 
(current ratio) frofl 1.24 in 1965-66 to 1.21 in 1966-67. Net 
working capital represented by the excess of current assets over 
current liabilities also declined scvmswhat during the year. Gross 
assets formation aggregated Rs 609.9 crores increasing by 10.9 
per cent during 1966-67. This was financed from external sources 
to the extent of Rs 355.5 crores (58.3 per cent) with internal 
funds providing the remaining amount of R*^ 254.4 crores 
(41.7 per cent) 

The overall performance of the corporate sector, howevei, 
conceals the unprohlablc operations of a large number of com¬ 
panies covered by this study. Thus, of the selected 1,501 com¬ 
panies, there were 183 companies in the case of which operating 

NUMBER OF COVIP.WIES INCURRING l.OSSES IN 
1966-67 

Number of 




companies for which 


No. of 

Gross 

Pre-tax 

Profits 


compa- 

profits 

profits 

retained 

Industry 

nics 

were 

were 

were 



ncga- 

nega- 

nCga- 



tivc 

live 

live 

I'ca 

146 

12 

25 

52 

Coffee 

20 



5 

Rubber 

22 


3 

4 

Coal 

47 

12 

14 

18 

Edible, vegetable and hydio- 





genatod oils 

15 


-- 


Sugar 

81 

5 

16 

31 

Tobacco 

5 




Cotton textiles 

275 

56 

100 

128 

Jute textiles 

50 

18 

31 

35 

Silk and rayon textiles 

16 


3 

5 

Woollen textiles 

10 

1 

5 

5 

Iron and steel 





Aluminium 

4 

- 



Other non-ferrous metals 





(basic) 

7 



2 

Engineering 

256 

26 

44 

57 

Chemicals 

116 

7 

11 

-»■) 

Matches 

2 



- 

Mineral oils 

3 



*> 

Cement 

16 

-- 


*1 

Paper and paper products 

29 

7 

II 

14 

Electricity generation and 





supply 

33 


2 

4 

Trading 

80 

5 

12 

31 

Shipping 

13 


3 

4 

Total (including others) 

1501 

183 

331 

506 


expenses (without even taking into account interest charges) 
were higher than the total income. Including the element of 
interest charges, the number of loss-incurring companies swelled 
to 331. These included a large number of cotton textiles, jute 
textiles, tea plantation and engineering companies which were 
unable to cover the burden of interest charges from their gross 
profits. Of the 331 com'>anieF showing losses in terms of pre-tax 
profits, there were 199 gomnanies which incurred losses in both 
the years 1965-66 and 1966-67 while an additional 132 companies 
which had made profits in thi earlier year also showed losses in 
1966-67. Thus, about 22 per cent of the 1,501 companies covered 
by this study revealed unprofitable operation indicating that cither 
their net sates were too low in relation to tK?ir capita? investmaot 
or there were expenditure itcm> which wjrc excessive or dispropor¬ 
tionately large. 

Value of Production 

The value of production of th; .selected 1501 public limited 
companic.s increased from Rs 4,505 crores in 1955-66 to Rs 5,009 
crores in 1966-67or by 11.2 per cent (Rs 504 crorcs). While this 
increase was contributed by a majority of industries, a major 
exception was provided by iron and steel whose value of produc¬ 
tion declined by 1.2 per cent during the year. Aggregate sales 
(net of rebate and discount) rose by Rs 518 crores to Rs 4,923 
crores in 1966-67 and after adjusting for Rs 404 crores on account 
of excise duty and ccss, net s ilcs at Rs 4,519 crores were higher 
by Rs 473 crores or by 11.7 per cent. Excise duty and cess rose 
by 12.7 per cent during the year and accounted for 8.2 per cent 
of .sales (net of rebate and discount) in 1966-67 as against 8.1 
per cent in 1965-66. While the rise in sales was widespread 
among the individual industries with a substantial number record- 
ing increases of more than 15 p^r cent, two basic industries v/r., 
non-ferrou.s metals and iron and steel showed declines of 7.5 
per cent and 2.2 per cent, respectively. Overall gross profits of 
the 1501 companies at Rs 474 crores showed an improvement of 
Rs 38 crores over the year or by 8.8 per cent. For a good number of 
individual industries including tea, cofTcc and rubber plantations, 
edible and vegetable oils, cotton textiles, silk and rayon textiles, 
chemicals, matches, cement, paper and paper products, trading 
and shipping, the rise in gro.ss profits wa« faster than net sales 
indicating an improvement in the profit margins. However, a 
number of other industries notably coal mining, sugar, tobacco, 
jute textiles, woollen textiles, engineering and electricity generation 
and supply recorded declines in gross profits during 1966-67 
despite higher sales. 

There was an all-round rise in manufacturing and operating 
expenses during the year though the proportion of individual 
Items to total sales (net of rebate and discount) changed but little 
in comparison with the previous year. Thus, raw materials, 
components etc. consumed—the largest expenditure item - 
showed an increase of 11.2 per cent during 1966-67 but as a 
proportion to sales (net of rebate and discount) at 46.6 per cent 
remained virtually the same as in 1965-66 when they comprised 
46.8 per cent. Wage costs comprising salaries, wages and bonus, 
provident fund and employees' welfare expenses rose by 7.5 
per cent and accounted for 15.1 per cent of sales in 1966-67 as 
against 15.7 per cent in 1965-66. Other expenses, however, rase 
steeply by 20.3 per cent with their proportion to sales also increas¬ 
ing from 5.5 per cent to 6.0 per cent while depreciation provision 



9()2 


EASTERN ECONOMIST 


November 7, 1969 




Pagel 


of your new 
account-book 


makes sure of 

brighter and brighter Diwalis to follow 


Congratulations! For making your Diwali spending more profitable this year—• 
by investing in Units as well. Units don't go up in smoke. They work 
for you, earn you a rich dividend. Next Diwali could be even brighter—with 
more of the things you. enjoy. And another profitable investment in UnitsI 
Units are easy to buy. They are a safe investment. Dividends are good. 

And sure! They are tax-free up to Rs. 1000. Units can also be 
easily eficashed, any time. 



UNITS—the investment you can always trust 

UNIT TRUST OF INDIA 

Bombay • Calcutta • Madras • £>elhi 


I 

{ 




Novembef 7,1969 


EASTERN ECONOMIST 


903 


remamed unchanged ut 3.8 per cent, Stogks of finished goods 
and work-in-progress as well as total inventories rose by about 
12-13 per cent during the year with their proportion to sales re¬ 
maining virtually unchanged at 15 per cent and 31 per cent, 
respectively. However, industries shying declines in gross 
profits despite higher gales generally ended the year with larger 
proportion of finished stocks to sales. This was particularly 
marked in coal, sugar and engineering industries; iron and steel 
and non-ferrous metal industries which sufTered a decline in their 
sales also experienced large accumulated stocks with them. 

Sharpest Increase 

The sharpest increase among operating expenses, however, 
occurred in interest charges which rose by about 25.8 per cent 
(Rs 26.4 crores) to Rs 128.6 crores in 1966-67. This steep rise 
was partly the result of larger borrowings which increased during 
the year by Rs 217.9 crores and partly on account of the enhanced 
interest in rupee terms on foreign loans consequent on the 
devaluation of the Indian rupee in June 1966. As a proportion 
to sales (net of rebate and discount), interest paid rose from 2.3 
per cent in l%5-66 to 2.6 per cent of the increased level of sales 
in 1966-67. A larger portion of the overall increase of Rs 38.1 
crores in gross profits was thus taken away by increase in interest 
charges alone thereby substantially reducing the level of pretax 
profits. Of the total interest paid amounting to R.s 128.6 crorcN 
in 1966-67, engineering with Rs 30.8 crores and cotton textiles 
with Rs 27.1 crores together accounted for 45 per cent, chemicals, 
being the third sigpiffbunt contributor with Rs 9.4 crores or 7.3 
per cent of the total. There was a general rise in the proportion 
of interest paid to sales among the individual industries but was 
particularly marked in the case of sugar, engineering, paper and 
paper products and electricity generation and supply, the latter two 
industries also showing the highest proportion at 4.9 per cent and 
5.9 per cent of their respective sales in 1966-67. 

The effect of the higher interest burden was reflected in ihc 
modest overall rise of 3.6 per cem in pretax profits as compared 
with an increase of 8.8 per cent in gross profits. For such indus¬ 
tries as coal mining, sugar, tobacco, woollen, textiles, iron and 
steel, non-ferrous metals, engineering, construction and electricity 
generation and supply which experienced a fall in gross profits, 
the pretax profits showed a larger decline on account of the higher 
interest burden and ranged frorr 14 percent in the case of conftruc- 
tion and engineering industries to as high as 86 per cent in woollen 
textiles. In the case of the jute textile industry, gro.ss profits fell 
by 60 per cent and were inadequate to meet the larger interest 
burden thereby showing a loss of Rs 2.0 crores during the year in 
contrast to a pretax profit of Rs 2.9 crores in 1965-66. As many 
as 31 out of the 50 jute textile companies covered by thi.s study 
incurred losses with pretax profits being in the negative. Of the 
1,501 companies, there were 331 such conipiinics purticiilarly in 
the cotton and jute textile industries. 

The burden of corporate taxation was. however, somewhat 
lighter tn 1966-67 than in 1965-66 so that despite higher pretax 
profits, tax provision by the 1,501 companies at Rs 157 crores 
was actually lower by about Rs I crore during 1966-67. Tax 
provision as a proportion of pretax profits also declined from 
49.5 pel* o«fil in 1965-66 to 47.3 per cent in 1966-67. As a result 
of the lower tax proyisfon, overall net profits (profits after tux) 


improved by 7.6 per cent during the year. The combined net 
profits of the 1,501 companies aggregated Rs 173.5 crores in 
1966-67 as against Rs 161.2 crores in 1965-66 and a(ler deduct¬ 
ing the preference dividend, the net equity earnings rose from 
Rs 151.6 crores to Rs 164.2 crores. 

The appropriation policy of corporate management was tn 
favour of larger retention of not profits for ploughback into 
business. Thus, of the increase of Rs 12.3 crore.s in the net profits 
Rs 4.0 crores were absorbed in dividend distribution while the 
balance of Rs 8.3 crores was retained for ploughing back into 
business. The ratio of ordinary dividends to net equity earnings 
(ordinary dividend pay-out ratio) also declined from 61.6 per cent 
in 1965-66 to 59.5 per cent in 1966-67. The proportion of profits 


COMBINED INCOME AND EXPENDITURE 
(1501 Selected PiMie Limited Companies) 

(Rs lakhs) 


Item 

1965-66 

1966-67 

Income 



Gross sales 

4416,42 

4936,96 

Sales, net of rebate and discount 

4404.97 

4923,26 

Increase (-F) or decrease (—) in value of 
stock of finished goods and work-in- 

progress 

100,41 

86,07 

Value of production 

4505,38 

5009,32 

Other income 

73,83 

83,94 

Totai. 

.4579,20 

5093,27 

Expenditure and Appropriattons 

Raw matcriah', components, etc. consinrcd 

206MI 

2293,40 

.Stores and spares consumed 

270,30 

306,61 

Power and fuel 

152.31 

173,88 

Other manufacturing expenses 

89,76 

99,15 

Salaries, wages and bonus 

624.53 

668,92 

Provident fund 

35,47 

39,14 

Employees’ welfare expenses 

29,97 

33,94 

Repairs to buildings 

11,90 

12,88 

Repairs to machinery 

55,61 

61.67 

Bad debts 

1,60 

1,85 

Soiling commission 

35,36 

42.39 

Excise duty and ce.ss 

358,28 

403,79 

Other expcn.ses 

243,62 

293,10 

D.$preciation provision 

169,58 

185.41 

Ollier provisions (other than tax provision| 

3,31 

3,51 

Gross profits 

435,50 

473,63 

Less interest 

102,25 

128,60 

Less Remuneration to managing agents, 
secretaries & trea.*iurers, managing 

directors, etc. 

14,15 

14,52 

Profits before tax 

319,10 

330,50 

Less tax provision 

157,92 

157,02 

Profits afYcr tax: 

161,18 

173,48 

(n) Dividends 

102.94 

106,95 

(i) Ordinary 

93,32 

97,70 

(lY) Preference 

9,63 

9,25 

(6) Profits retained 

58,23 

66,53 

Total 

4579,20 

5093,27 
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retained to profits before tax increased from 18.2 per cent to 20.1 
per cent and that to profil.s after tax from 36.1 per cent to 38.4 
per cent between 1965-66 and 1966-67. 

l or the munufacturing sector represmted by the three proces¬ 
sing and minufacturing groups, the'ordinary dividend pay-out 
ratio also worked out lower at 57.6 per cent in 1966-67 as com¬ 
pared with 60 5 per cent in 1965-66, but among the three groups, 
the group “metals, chemicals and products thereof** seemed to 
have shown a marked preference for large profit retention with 
ordinary dividend pay-out ratio being less than 51 per cent of its 
net equity earnings during the two years 1965-66 and 1966-67 
a.s compared wilh more than two-thirds in the ease of other manu¬ 
facturing groups. 

Dividend Payments 

There were however a large number of individual companies 
for which dividend payments during 1966-67 even exceeded the net 
profits available for distribution thereby showing negative retained 
profits. Considering industry-wise position as a whole, three 
industries, viz., jute textiles, wotdien textiles and mineral oils 
stand out prominently as those which had withdrawn from reserves 
during 1966-67 with jute textiles and mineral oils having done 
so in 1965-66 as well. 

Of the total net profits aggregating Rs 173.5 crores m 1966-67 
in respect of the 1,501 companies, Rs 107.0crores were distributed 
as dividend while profits retained aggregated Rs 66.5 crores The 
total cash flow (depreciation provision and profits retained) was 
higher at Rs 251.9^crorcs in 1966-67 as compared with Rs 227.8 
crores in 1965-66. the increase of Rs 24.1 crores being on account 
of higher depreciation provision of Rs 15.8 crores and larger 
profit retention of Rs 8.3 crores. However, for a substantial 
number of individual industries vi/., coal mining, sugar, tobacco, 
jute textiles, woollen textiles, iron and steel, non-ferrous metals, 
mineral oils, construction and electricity generation and supply 
total ‘cash flow’ was lower as a consequence of either smaller 
profits retained or on account of withdrawal from reserves. 

The smaller rise of 8.8 per cent in gross profits as compared 
with J1.7 per cent increase in net sales during 1966-67 was 
reflected in a somewhat lower profit margin (gross profits as per¬ 
centage of sales, net of rebate, discount and excise duty and 
cess) of 10.5 per cent in 1966-67 as against 10.8 \w cent 
in 1965-66. The return on capital employed, as measured 
by the ratio of gross profits to total capita) employed (net assets) 
also declined from 9.6 per cent to 9.3 per cent during the year. 
However, the overall decline in these two important profitability 
ratios was not brought about by any widespread lowering of these 
ratios. They actually improved for a substantial number of 
industries, viz., the three plantation industries, edible and vegetable 
oils, cotton textiles, silk and rayon textiles, chemicals, matches, 
cement, paper and paper products and shipping. Substantial 
declines in the two profitability ratios occurred in sugar, tobacco, 
jute textiles, woollen textiles, iron and steel and engineering 
industries. In particular, profitability ratios for jute textiles 
and woollen textiles dropped to extremely low levels. 

The overall net return to shareholders as measured by profits 
after tax to net worth, however, remained virtually unchanged 


at 8.8 per cent but the ratio of ordinary dividend to Ordinary 
paid-up capita] declined from 10.3 percent in 1965-66 to 9.6 per 
cent in 1966-67. This decline in the rate, however, conceals the 
fact of larger quantum of dividend distribution on a substantially 
higher paid-up capital as raised by bonus issues which amounted 
to about Rs 100 croro^ during 1966-67 following the abolition 
of the 12.5 per cent bonu‘' issues tax in the 1966-67 union budget. 

Sources and Uses of Funds 

Gros? assets formation of the selected 1,501 companies 
amounted to Rs 609.9 crores in 1966-67 showing a rise of JO.9 
per cent during the year. Out of this amount, 79.3 per cent was 
capital formation /.c., investment in non-financia) assets (Rs 483.7 
crores) with gross fixed assets formation at Fffe 323.2 crores and 
inventory accumulation at Rs 160.5 crores constituting about 
53.0 per cent and 26.3 per cent, respectively, of the gross assets 
formation. Investment in plant and machinery amounted to 
Rs 246.0 crores comprising 76.1 per cent of gross fixed assets 
formation. The rate of increase in net fixed assets at 8.6 per cent 
during 1966-67 was lower than that in gross fixed assets (10.2 
per cent). Inventories rose by 1J.8 per cent during the year. 
About 53 per cent of the inventory accumulation was in the fqfm 
of finished goods and work-in-progress and 30 per cent in tlfe 
form of raw materials, components, etc. 

Financial assets of the 1,501 companies increased byKs 126.2 
crores accounting for about one-fifth of gross assets formation. 
About 85 per cent of this represented loans and advances, which 
at Rs 107.6 crores comprised about 18 per cent of gross assets 
formation during the year. 


COMPANY NOTICE 

THE CALCUTTA ELECTRIC SUPPLY 
CORPORATION LTD 

(INCORPORATED IN ENGLAND) 

An Extraordinary General Meeting of the Company was 
held in London on 31st October 1969 to consider//rjr, an Ordinary 
Resolution that with etfcci from 5th January 1970 the business of 
the Company shall be controlled and managed in the Republic 
of India or elsewhere outside the United Kingdom, and secondiy, 
conditional upon that resolution being passed, a S^>ecial 
Resolution adopting new Articles of Association with eflect IVoni 
that date. At the meeting the Chairman demanded that these 
resolutions should be decided by a poll. The result of the voting 
was on Resolution No. one. 1,605,912 Fot^and 87,800 Against and 
on Resolution No, two 1,606,692 For and 79,620 Against. 

S. N. GHOSC 

' Acting AgcfU, 

Victoria House, 

CALCUTTA-1 
3rd November 1969. 
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SOURCES AND USES OF FUNDS* 


(Rs lakhs) 


’"Item 


Amount 


Internal Sources 

254,40 

A. Paid-up capital 

100.67 

B. Reserves and surplus 

--12,28 

Capital reserve 

1,88 

Development rebate reserve 

40,28 

Others 

-50,68 

C. Provisions 

166,00 

Depreciation 

165,14 

Taxation 

-2,70 

Other current 

3,32 

Non-currcnl 

24 


External Sources 355,47 

D. Paid-up capital 26,02 

Net issues 24.03 

Premium on shares 1,99 

H. Borrowings 217,87 

From banks 123.92 

(Of which, against debentures and other mortgages) (4,77) 

From Industrial Finance Corporation and State 
Financial Corporations 8,17 

From other institutional agencies 33.80 

From Government and semi-Government 2,91 

From others 49,06 

(Of which, against debentures and other moilgages) (8,84) 

F. Trade dues and other current liabilities 112,30 

Sundry creditor:? 88,88 

Others 23,42 

G. Miscellaneous non-current liabilities —72 

Total 609,87 

Uses of Funds 

H. Gross fixed assets 323,18 

Land 2,48 

Buildings 48,17 

Plant and machinery 245,99 

Others 26,54 

I. Inventories 160,52 

Raw materials, components, etc. 47,51 

Finished goods and work-in-progress 84,91 

Others 28.10 

J. Loans and advances and other debtor balances 107,57 

Sundry debtors 51,53 

Others 56,04 

K. Investments 5,39 

L. Others assets 4,30 

M. Cash and bank balances 8,91 

Total 609,87 


*The figures adjusted for revaluation of assets due to devalua¬ 
tion of rupee, etc. wherever necessary. 

Nolo : Item A(l) represents capitalised reserves, and 
forfeited shares. The changes consequent on 
amalgamation of companies and reduction in value 
of paid-up capital are also included here. 

C : Taxation adjusted for advance of income-tax. 
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PROFITABILITY RATIOB (INDU8TftY-wi^) : 1965-66-1966*67 


industry 


No. of 
(Companies 


Gross profits 
as % of sales 
net of rebate 
and discount 


Gross profits 
as % of sales 
net of rebate 
and discount 
Sc cess* 


Qro^ profits 
as % of total 
capital 
employed 


Profits after Dividends as Ordinary dividends 
tax as % of % of as percentaie of 

net worth net worth ordinary fMUd-up^ 

capital 


Tea . 

Coffee. 

Rubber . 

Coal . 

Edible vegetable and hydroge¬ 
nated oils . 

Sugar 
Tobacco 

cotton textiles. 

Jute textiles . 

Silk and rayon textiles .. 

Woollen textiles 

Iron and steel. 

Aluminium . 

Other non-ferrous mciuls (basic) 

Engineering . 

Transport equipment 
(of which, motor vehicles) 

Electrical machinery 
Machinery (other than 
transport and electrical).. 

Foundries and engineering 
workshops 

Ferrous/ non-ferrous metal 
products 

Chemicals 

Basic industrial chemicals . • 

Medicines and pharmaceu¬ 
ticals 

Other chemical products .. 

Matches. 

Mineral oils ... 

Cement. 

Paper and paper products 

Electricity generation and 
supply 

Trading. 

Shipping . 

Total (including others) 1501 9*9 


17 0 

15-9 

18*0 

8-9 

9*9 

25-5 

18*3 

25 -5 

9*6 

11 *7 

39 -8 

33 *1 

39-9 

16*1 

19-9 

5-5 

6*3 

5-5 

5-7 

4-8 

3-8 

3-5 

4*0 

9*6 

12*8 

7-6 

12-8 

9*8 

10*2 

8*0 

5*2 

10*4 

7*9 

17*2 

12*6 

6 0 

5-0 

6*7 

5*3 

7*4 

1 -2 

3*4 

1 *2 

5*3 

1 -9 

20 0 

18*7 

22-0 

17*4 

21 *0 

5*5 

11 *0 

6-0 

7*2 

4*2 

10-2 

17-2 

12-3 

10-7 

6*7 

23*4 

31 *7 

25 *5 

11*9 

10*4 

11 <3 

13*7 

11*5 

16-4 

10-3 

no 

12 *7 

11*4 

11*4 

9*4 

10*5 

11*7 

11-2 

10*9 

9*1 

(10*5) 

(11*4) 

(11*4) 

(11*2) 

(9*8) 

12*5 

13*9 

13-1 

13*4 

11*7 

10-4 

12*1 

10*5 

9 0 

7*3 

7-3 

12*5 

7*4 

9*1 

5*8 

113 

13*4 

11-4 

13-7 

10-3 

14*8 

14*8 

15-6 

13*7 

14*6 

19*0 

18*2 

20-1 

n *5 

13*4 

19*5 

20 0 

20-5 

18-6 

18*7 

8*2 

8*5 

8*6 

13 -6 

12*9 

6*9 

14*3 

15-3 

12*4 

13-3 

35 *4 

38 *6 

35 -4 

11-1 

11*6 

14*9 

16 *0 

18-0 

10-8 

13*9 

10*2 

10*2 

11-9 

5*6 

6*4 

18*5 

22*1 

18-5 

8*9 

7*2 

5 1 

4*9 

51 

8-8 

7*4 

10 1 

9 0 

10 1 

3-6 

3-7 

9*6 

10*8 

10-5 

9*6 

9*3 


5*7 

6*8 

5*0 

5*4 

10*9 

10*9 

9*1 

119 

7-7 

7*7 

15*6 

16*2 

11 *3 

14*0 

6*8 

6*9 

12-8 

13*2 

4*8 

3*3 

3*3 

3 1 

6-6 

5*8 

7-3 

10*8 

3 -9 

3 9 

5-5 

5*6 

10*8 

5 9 

5-7 

5*0 

10*9 

9*2 

9*2 

7*7 

6*3 

6 0 

12*0 

11 *3 

0*9 

4-5 

4-3 

4-4 

9*1 

8-6 

3*4 

- -5*7 

3-4 

1 •? 

6*0 

1 *9 

14*4 

18-6 

7-1 

6*8 

13-6 

lS ;0 

5-0 

0*4 

3*2 

1 -3 

4-8 

2*2 

8*5 

5*8 

4-9 

4-8 

16*3 

10-3 

16*9 

15*6 

6*5 

5*7 

9*6 

10-7 

18*0 

9-3 

4*9 

5-3 ' 

7*8 

7*2 

12*2 

10*3 

5*7 

5 1 

9 1 

8*1 

12*9 

11*8 

6-1 

6 0 

10*1 

9*8 

(13*8) 

(13*8) 

(6*4) 

(6 *6) 

f 9 *7) 

(10*1) 

13*6 

13-7 

6*0 

5*1 

9*9 

8*1 

9-6 

6*2 

4*4 

3 *9 . 

6 0 

5*3 

10*5 

3 6 

4 6 

4-2 

6-6 

6*0 

13*1 

10*0 

6*2 

5-2 

tl *6 

9*3 

12*2 

13*9 

7*3 

7-3 

11 *8 

11*7 

10*0 

13*3 

6*5 

6 3 

9*7 

9*6 

17*8 

17*8 

9*8 

9*4 

19*7 

17*2 

12*1 

11*4 

6*9 

7*7 

11*2 

11*9 

8*5 

9*3 

7*6 

7*8 

16-4 

11*3 

6*4 

7*0 

7*8 

11*5 

20*5 

28*8 

10*9 

14*9 

7*4 

7*0 

10*8 

10*3 

4*3 

6*5 

4*2 

3*9 

6*4 

5*8 

10*9 

7*2 

5-3 

5*2 

10*4 

10 6 

9*1 

8*4 

5*7 

5*7 

8*9 

8-5 

4*1 

5-7 

2 *8 ^ 

3*0 

5*7 

6-2 

8*8 

8*8 

5*6 

3-5 

10*3 

9*6 


1965-66 1966-67 1965-66 1966-67 1965-66 1966-67 1965-66 1966-67 1965-66 1966-67 1965-66 1966-67 


146 150 

20 18-3 

22 33 *0 

47 6*2 

15 3*2 

81 10*1 

5 7-0 

275 4 -5 

50 3 -4 

16 16-7 

10 10-2 

2 14-3 

4 28-8 

7 13 *4 

256 12-2 

39 11 1 

(23) (10-5) 
74 13*2 

77 12 0 

20 12*2 

46 13*2 

116 14-0 

56 17*3 

33 19 0 

27 8 0 

2 6-3 

3 38-6 

16 12*8 

29 8-7 

33 22*1 

80 4*8 

13 9*0 


Including ccss. 
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IVot fbr nothing 
is WUls FUter South Asians 
largest-selling filter cigarette^ 


It^s got everything 
you want in a smoke* 
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90fi for to 


It's got hand-picked Virginia tobaccos, and an 
efficient filter. Truly made for each other, 

.they combine to deliver total smoking satisfaction. 

No wonder Wills Filter lathe largest-selling 
filter cigarette in South Asia. 

It’s the 
^made for each other’ blend 
that set the filter trend! 
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The Macneill Sc Barry Groii|i 

provides new equipment 
to improve farming methods: 



Keeping in mind the country’s needs, the Group is helping 
the Indian farmer produce more. From the Group come pumps for 
irrigating his fields, fertilizers, pesticides and sprayers to nourish 

and protect his crops. 


'i'o phiy ;iri ofructive role 
in India’s <‘cojiomic f^rowth, 
the MacTiciJl dc Barry Group 
is coucentratinf: on expan¬ 
sion and divei'sification. 

^ ^ For example, liie need for 
modern farining methods is 
beinff met by manufacturing 
new equipme nt. 

The Group maiiiifactureB 
the world fnnioiis high 


MACC-5RI 


cai^acity Joliustou Pumps 
as also smaller pumpsets to 
provide a constant source of 
water and cut down the 
farmer’s dependence on the 
monsoon. 

Also aiding the farmer are 
the Group’s diesel engines, 
power sprayers-cum-dusters 
and weedicide dispensers. 

The Group helps the 


country in many other ways 
too : by earning foreign 
exchange through its jute and 
tea exports, and by manu*-. 
facturing a range of light en-’ 
gineering eq^uipment needed' 
for industrial development. 

The Group’s activities also 
include: a well-known rope 
works and printing press. 


Growth durough enterprise 
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WAITING ON NEW DELHI 


IT USED to be a practice in the past for the Governor of the Reserve Bank 
of India to meet the Press at the beginning, if not on the eve, of every busy season* 
generally after his meeting with the chief executivei of the leading commercial 
banks. But, this time, there was only a press release. There was, surely, greater 
need, in view of the nationalisation of the 14 commercial banks, for the Reserve 
Bank Governor to talk to financial journalists on this occasion. His failure, or 
may be only reluctance, to meet pressmen was perhaps due to the absence still 
of an overall national credit policy, on the one hand, and the inhibition imposed 
on him by the impending verdict of the Supreme Court on bank nationalisation, 
on the other. In any case, to students of the Indian money market, the result 
has been a serious disappointment. This is all the more so because not a word' 
has been said in the press release about the estimated requirements of bank credit 
in the current busy season, which probably explains why no target has been indi¬ 
cated for deposit mobilisation either. (According to at least one report in the 
daily press, the Reserve Bank did not present any estimate of the expected order 
of deposit expansion or credit demand even at the meeting with the bankers which 
was supposed to discuss credit policy). 

According to the press release, the Governor of the Reserve Bank reviewed 
banking trends in the slack season and the Reserve Bank does not consider it 
necessary to modify its credit policy. We are further assured that, looking ahead 
into the busy season, the bankers also agreed with the Governor that, although the 
increase in agricultural production and the continued revival of industrial output 
might generate additional demand for bank credit, the banking system 
as a whole (not just the public sector banks) should have no difficulty in meet¬ 
ing genuine seasonal requirements. Should there be any pressure on individual 
banks arising out of any sudden or heavy demand for credit from particular sec¬ 
tors (it is not clear whether these include sectors other than the priority sectors) 
the Reserve Bank has promised “discretionary accommodation at Bank Rate in 
deserving cases.” This is besides, or in addition to, the various facilities already 
available to banks by way of refinance at Bank Rate or at concessional rates in 
respect of priority sectors. In other words, the Reserve Bank is fully satisfied 
that the resources position of the banking system is quite comfortable and feels 
confident that, if need be, it can always step in to meet any eventuality. But this 
docs not seem to fit in with the now more or less general complaint regarding the 
availability of bank finance to meet the needs of working capital of a number of 
industries which have embarked on expansion programmes. 

Be that as it may, let us have a swift look at the banking trends in the slack 
season that is supposed to have ended, according to a hoary convention, on 
October 24,1969. The aggregate deposit accretion during this season was Rs 
322 crores, as against Rs 239 crores during the previous slack season (1968). 

It is significant that the bulk of this accretion continued to be under time deposits 
as before, although demand deposits made a spectacularly sizable contribution. 
Thus, the rise in demand deposits over the latest slack season of Rs 103 crores 
compared very favourably with a rise of only Rs 12 crores during the slack season 
of 1968 and of Rs 63 crores during the 1967 slack season. Had there been no in¬ 
crease at all in time deposits, it might perhaps been open to critics of bank nationa¬ 
lisation to argue that more people now prefer to keep their moneys in demand 
deposit to be able to withdraw them at a moment’s notice. But it is too early 
yet to rush to any such conclusions, however tempting they may seem, from 
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the experience of but one slack season, 
not the whole period of which was 
covered by bank nationaUsation. 
Equally it would be too facile to assume 
that the increase in deposits already 
reflects the success of the banks’ drife 
for deposit mobilisation. 

Normally, there is contraction of 
credit during the slack season. In the 
1968 slack season, for instance, there 
was a contraction of Rs 43 crorcs, 
while, in the 1967 slack season, there was 
a contraction of Rs 102 crores. But, 
in the latest slack season, there was 
actually a rise of Rs II crorcs. In view 
of this, i.e. the slack season proving 
to be really not so slack, even as the 
1968-69 busy season turned out to be 
less busy than expected, and also in 
view of the estimates of credit require¬ 
ments during the last two busy seasons 
having been belied, whether because of 
a change in the actual duration of the 
seasons as some have suggested or 
otherwise, it seems the time has come 
to review the relevance of the continued 
reliance on the same dates and months 
for the commencement or close of the 
busy and the slack seasons as were 
fixed several years ago. 

To revert to the rise in bank advances. 
ITiis small rise affected neither the 
banks’ investments in government 
securities nor, for that matter, even the 
credit-deposit ratio. As a matter of 
fact, banks’ investments in government 
securities went up by about Rs 231 
crorcs (as against only Rs 134 crorcs 
in 1968) to Rs 1,289 crores, while the 
credit-deposit ratio on October 24, 1969 
was 73, as against 78 on April 25, 1969. 
Further, as though anticipating the 
Reserve Bank Governor’s exhortation 
to them not to resort to borrowings 
from the Reserve Bank except as a last 
resort (when banks do so, it must be 
presumed, they do this always as a last 
resort), banks reduced their borrowings 
from the Reserve Bank from Rs 101 
crores on April 25, 1969 to Rs 19 crores 
at the end of the 1969 slack season. 

At the end of the last busy season, as 
part of its new policy, the Governor of 
the Reserve Bank had advised banks to 
make larger investments in bonds issued 
by public utilities, /.e. electricity boards, 
transport corporations, etc., so as to 
give a further fillip to the revival of the 
the economy, as also to extend more 
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credit to help revive the economy as 
also to extend more credit to less-de¬ 
veloped regions in the country and 
thereby rectify regional disparities. 
It would have been interesting to have 
information on this aspect of banks’ 
investment policy, and pressmen would 
have done so had there been the con¬ 
ventional press conference. 

Now, what is there so imponderable 
as to prevent even a tentative essay at 
estimating the credit demand during the 
current busy season? Surely, conditions 
(that is, save on the political front), 
today are more predictable than they 
were at this time last year. In any 


AT the meeting that the business co¬ 
mmunity had with Mrs Indira Gandhi, 
a few days ago, in Bombay, Mr J. H. 
Doshi, President of the Indian Mer¬ 
chants’ Chamber, sought and also clear¬ 
ly conveyed to the Prime Minister the 
feelings of the business community 
in the context of the bewildering chan¬ 
ges that are taking place in rapid suc¬ 
cession since the passing of the Eco¬ 
nomic Resolution at the Bangalore 
session of the AICC. He rightly 
took the opportunity to make known 
to her the stand of the business com¬ 
munity vis-a-vis the government’s 
approach to the country’s economic 
development and also added, '*if, at 
times, we offer criticisms in a construc¬ 
tive spirit as to the means to be adopted 
for achieving the desired goals, the 
same should not be construed as oppo¬ 
sition to the basic policies.” But that 
did not prevent the Prime Minister 
from having a go at the business com¬ 
munity in a way which even her of¬ 
ten irascible father would have hesi¬ 
tated to indulge in. Evidently she 
was very much upset by the IMC Pre¬ 
sident’s remark that the government 
unfortunately adopted at times a Ja¬ 
nus-faced attitude towards the private 
sector. In place of this, he pleaded 
for an atmosphere of mutual trust and 
confidence. He was not at all making 
out a case for more production just for 
the sake of production or for more 
profit to businessmen, is clear from 
this observation of his : ”We are con¬ 
vinced that the only remedy for poverty 


November 14, HMS9 

case, inaunuch as the Reserve Bank 
itself has proposed a meeting in January 
next for reviewing, as it says, the emerg¬ 
ing credit trends, no one would have 
held the Reserve Bank to this estimate 
and hanged it if it came to be belied. 
The fact is the Reserve Bank was simply 
not ready with the estimate, evidently 
being preoccupied with how to make 
bank nationalisation a success. Yet 
there are some among us who still 
seem to be looking for an enunciation 
of policy to spell out the balance of 
power between Bombay ''and Delhi! 
Actually, the balaiye of power had 
shifted to New Delhi some time ago — 
on July 19 to be precise. 


and inequality of income is to adopt a 
positive approach in stimulating pro¬ 
duction and productivity, in every sec¬ 
tor of the economy, so as to increase 
the size of the national cake which, in 
turn, can facilitate fair distribution 
amongst the large mass of people”. 
Yet, the Prime Minister chose to retort 
in a way, as faithfully reproduced in 
the next morning’s daily papers, that 
left behind precisely such an impres¬ 
sion. “There is no use talking of pro¬ 
duction or increasing production”, she 
said, asking at the same time, ‘‘produc¬ 
tion for what ?” She went on: “There 
is no use merely producing more, un¬ 
less it is used for raising the standard 
of living of the poorest sections of the 
people”, and exhorted the business 
community “to view the problems fa¬ 
cing them in the proper perspective 
from the overall interests of the coun¬ 
try.” 

Had the occasion been a debate, 
instead of its being but a part of a day’s 
crowded programme of a harassed 
Prime Minister on a flying visit to Bom¬ 
bay, we are sure Mr Doshi would have 
given a fitting rejoinder, if only to set 
the record straight. But the privilege 
of answering the Prime Minister, it 
seems, was to be that of Mr S. L. Kir- 
loskar, a leading industrialist and a 
former President of the Federation of 
Indian Chambers of Commerce and 
Industry. He had an appropriate 
occasion as well as an appropriate 
platform for it, the occasion being the 


Poverty and the National Cake 
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annu^ A<t)», Shroflt Memoii^^ meetiag 
and the the Foriim of Free 

Entcrpris!^ 

White agreeing with Mrs Indira 
Oandhi about the futility of produc* 
tion just for the sake of production, 
Mr Kirloskar wondered whether so 
shrewd a person as the Prime Minister 
could have thought that Indian produ¬ 
cers were victims of some kind of 
myopia which prevented them from 
linking production of goods with rise 
in the standards of the masses. So he 
posed the questions: *'How can a pro¬ 
ducer or manufacturer, assuming he 
is motivated by the worst ]of intentions* 
produce just for the sake of producing, 
without an existing or potential market 
in view 7 How can there be a market 
without a demand? And what help 
is demand without the ability and wi¬ 
llingness to back it by purchasing 
power ?’* Answering these himself, Mr 
Kirloskar said : **An entrepreneur 
does not produce just for the love of it. 
It is as much in his interest as it is in 
the interest of government, that living 
standards are both the source 
and the result of productive business 
activity.” Elaborating it, he went on: 
‘'Every business activity has to be orien¬ 
ted to the satisfaction of the various 
needs (of the community). A business 
man who revels in the simple act of 
production will soon realise that he has 
revelled too soon.” 

While on this topic, Mr Kirloskar 
also drew attention to the fact that, 
whether it be politicians or private 
business, the initial datum line for 
both is the same—the age-old, crushing 
economic poverty of the people of the 
country. And, as he said, with just 
their ordinary economic common 
sense, business people have long ago 
realised that “if you want to banish 
or reduce the rigours of poverty, you 
should try to enlarge the size of the na¬ 
tional cake, in fact faster than you arc 
breeding yourselves.” Our politicians 
on the other hand, he said, pose a Soc- 
ratic question : “What is the use of 
enlarging the cake when all but a small 
part of it is going to be enjoyed by 
those who have already had enough of 
it?** According to Mr Kirloskar, 
some of our poUtidaps would much 
ratib^ divide equitably wltot we already 
bavf» risk an increase in the riae 
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of the national cake. This in reality 
is the crux of the question; namely, 
whether we should increase our pro¬ 
duction or redistribute the existing 
poverty. It is not that this has not 
been stated clearly and as precisely 
before and that too by persons whose 
bona fides not even the Young Truks 
woud dare question—persons, say, 
like the late Dr M. Visvesvaraya. But 
there are some who, though able to 
recognise, still revel in refusing to 
recognise realities. The ancient Sans¬ 
krit Poet Bhartrihari has an apposite 
expression to designate persons of the 
type — **Jnanalava durvidagdham.*^ 

A related point made by Mr Kir¬ 
loskar also merits attention. No one 
need take umbrage at his suggestion 
that, as a nation, we are probably given 
to counting our chickens before they 
hatch. Illustrating this point, he said: 
“Government, in my view, has procee¬ 
ded to build up an elaborate machinery 
for redistributing a larger national 
income which the same machinery 
has prevented from being generated.” 
This is a deliberate deception. It is 
intended to be just that and nothing 
more. It is like rocking the cradle with 
the ostensible objective of putting the 
baby to sleep, but pinching the baby 
at the same time to ensure that it does 
not go to sleep. Now it is time that 
some people in this country forget what 
they perhaps learned in Europe in the 
twenties and thirties — that “an attack 
on chronic mass poverty must begin 
with the distribution of production 
rather than its organisation.” 

In this connection, Mr Kirloskar 
condemned the politician’s rush and 
haste for doing good in a vain bid to 


Stem the tide of the revolation df 
expectations, in tmrtoriiig of 
they had no small hand tbemsbllm." 
Without underestimating the diffictdtiea 
of dealing with the problem in a den* 
scly populated country . where people 
also enjoy adult franchise, he blamed 
the politicians for their almost endemic 
hostility of private business, for ma¬ 
king poverty look easier of solution, 
in a much shorter time than is humanly 
possible. Deploring the lack of eco¬ 
nomic statesmanship (incidentally, 
this was the theme of his address), he 
said '*it would have been prudent to tell 
the people plainly that our poverty, is, 
in fact, a pretty huge problem, that 
there is no single sure-fire solution to 
it, and that it is not any socialistic 
miracle but years of toil and effort at 
greater and yet greater production 
which can relieve the rigour, if at all.” 
But as Mr Kirloskar assured, “I do not 
think any of our national leaders has 
done this plain talking since 1947.” 

Another point on which the Prime 
Minister betrayed she was rather touchy 
was the constant sniping at the public 
sector by the private sector. She asked 
the industrialists to go over their many 
speeches again to make sure how often 
and how consistently they had been 
running down the public sector and re¬ 
minded them that, if the private sector 
enjoyed the position that it did today, 
it was entirely because of the protection 
given by the government. Here, again, 
Mr Kirloskar was to step in to reassure 
her that “to his knowledge, no res¬ 
ponsible businessman had contradic¬ 
ted this view.” “On the contrary”, 
he said, “the need for government to 
take the lead in the acceleration of our 
industrial and economic progress was 



Call it National SoMariky 




first emphasised by some of our busi¬ 
ness leaders themselves as far back as 
1944 in their ‘Bombay Plan’, that is 
“way ahead of our government by a 
full decade.” The Bombay Plan, as 
he did well to explain, clearly indicated 
that Indian business was. as keenly and 
vividly aware as government was, of 
the country’s economic poverty and 
the urgent need to mount an attack 
on it. “Neither ‘planning’ nor the 
‘public sector’ is a post-Independence, 
government discovery” he reminded 
his audience. 

Mr Kirloskar also Justified the 
present mood and attitude of busi¬ 
nessmen towards the public sector. 
This, he said, stemmed from “the dis¬ 
tressing and wide gulf between its 
(Public sector’s) promise and perfor¬ 
mance.” In making this criticism, Mr 
Kirloskar not only made a distinction 
between the performance of strategic 
sectors and “commercial” and“running 
ing” government undertakings but just 
blamed the latter, because these have 
together yielded on the capital em- 


loskar’s reply to the Prime Minister’s vemment concerns are seldom (br^» 
“sniping” at businessmen being ‘obsess- tened with this possibility, and, he; 
ed’ with profits. He actually began might well have added, those running 

by urging that it was high time the them have no investment of their own 

management of public sector industry to lose. Be that as it may, in the long 
was literally obsessed with profits, run, the success of government’s plan- 

He, of course, meant, as he made it ning effort itself, not just that of any 

quite clear, real profits not those which government concern or concerns, is 

result from monopoly position or from tied up with government’s ability to 

price manipulation, of which there are make its own industry more than pay 
so many familiar examples today. its way. And, to quote Mr Kirloskar 

Mr Kirloskar’s thesis was that “con- again, in conclusion, even the success 

trary to its popular image, private of its ‘socialist revolution’ is going to 

activity is not ‘motivated’ by profits. depend, not on the size of its public 

It is motivated rather by a driving urge sector, but on iis performance measured 

to create the market by developing a in terms of only one ^yardstick, v/z., 

product. Profits arc a precondition its profitability. “The incomplete 

to sustain this creative urge on a long- social revolution is not going to be con- 

range basis. Even if the board of di- summated by socialising and nationa* 

rectors of a private concern were to lising larger and larger areas of econo¬ 
consist of angels, it cannot ignore the mic activity.” If only because of this» 

rate of return on investment without will our leaders at least now start re* 

going sooner or later into liquidation.” thinking their order of national prio- 

Of course, as he went on to note, go- ritics? 

Sugar : Losses Stare in the Face 


ployed in them an average return of 
not more than 2.5 per cent. 

He did well, at the same time, to re¬ 
move the unfortunate impression in offi¬ 
cial circles that private business gloats 
over these and other failures of govern¬ 
ment undertakings. “Let me say that 
the impression is wrong and mischie¬ 
vous” he declared. “On the con¬ 
trary”, he added “business is worried 
over it, for the failure hits private 
business just as badly and severely as it 
hits the national economy.” Surely 
this concern deserves to be appreciated 
and not cavalierly condemned as 
“sniping”. Is it not most natural for 
any sensible person to ask why, with 
the best of advantage in the world, the 
public sector industry should not live 
up to its promise, especially, after the 
finding of a dispassionate study based 
on statistical material published by the 
Reserve Bank — that “as regards the 
‘running’ concerns both in the public 
and the private sector, for every rupee 
invested in the government industry 
in preference to the private one, there 
was a national loss of income of about 
22 paise every year”. This amounts to 
over Rs 550 crorcs every year, esti¬ 
mated, Mr Kirloskar. 

Finally, we must refer to Mr Kir- 


THE central government does not 
seem to be sufficiently aware of the 
crisis brewing in the sugar industry and 
is somehow hugging itself to the belief 
that producers would be prepared to 
crush all the cane offered to them with 
the grant of a meagre rebate in excise 
duty on sugar produced in excess of 
105 per cent of the output in 1968-69. 
Even at the beginning of the current 
season there was a carry-over of about 
1.3 million tonnes of sugar and msny 
mills are finding it difficult to secure 
finance for m lintaining them. There is 
no prospect of a reduction in these 
stocks to normal levels as on the govern- 
ment’s own reckoning the area under 
sugarcane has risen by 14 per cent and 
with the likelihood of increased yields 
per acre being obtained it will not be 
surprising if new records were estab¬ 
lished in 1969-70. 

The Indian Sugar Mills’ Association 
has estimated that the output can be 
as much as 3.8-4.0 million tonnes 
against 3.56 million tonnes in 1968-69 
which was an all-time record. In 
Tamil Nadu, Andhra Pradesh and 
Mysore the standing crop is in good 
condition and with the maintenance 
of the minimum price by the govern¬ 
ment at Rs 73.70 per tonne and a stable 


level of prices for other competing 
crops, the cultivation of cane is con¬ 
sidered profitable even in the altered 
circumsnmces. In Tamil Nadu all the 
mills in the private sector have been 
implementing expansion schemes and it 
is estimated that a quantity of over 
5 million tonnes of cane can be handled 
resulting in an output of 425,000 
tonnes which will be an all-time record. 
In 1968-69 the quantity crushed was 
about 4.2 million tonnes. But with 
many mills reporting a low recovery 
due to poor quality arising out of the 
drought, the output is not expected 
to be more than 330,000 tonnes. The 
improvement in recovery to 8.5 per cent 
which is considered normal will not be 
helpful as prices for open market sugar 
have come down sharply in the past 
few weeks and milts are now effecting 
sales only at Rs 5 per quintal above the 
ex-factory prices for levy sugar. Since 
higher prices for cane, than the mini¬ 
mum fixed by government, have 
been paid, it is apprehended that con¬ 
siderable losses will have to be siiffeted 
on the stocks carried over from the last 
season and the interest charts also 
would be prohibitive unless the ^vefn- 
ment w arrangemW.m th<^ ineaii«* 
time for creating Buffer stocks refiCy* 
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ing the industry of the burden of interest 
charges. If the government cannot 
undertajeo the responsibility-for main¬ 
taining these stocks, it has been sug¬ 
gested that the industry itself should 
be asked to segregate the buffer stocks 
and an element added in the levy prices 
for sugar in respect of interest charges 
payable on buffer stocks. 

A decision in this regard and other 
matters will have to be taken at an 
early date if sugar production and 
consumption have to be maintained at 
high levels and also to reduce tlie cost 
of sugar gradually. Because there will 
be adequate supplies of cane and no 
large expected diversion for tlic manu¬ 
facture of gur, it is probable that even 
by March next year there will be an 
output of 3.1-3.3 million tonnes. If 
this target is achieved it is feared that 
there will be further addition to sugar 
stocks of the order of about 1.6-1.7 
million tonnes, assuming that Ihcre are 
sizable releases for internal consump¬ 
tion and the quantities ofTcred for siile 
would be easily absorbed. An into¬ 
lerable situation would arise, as aggre¬ 
gate stocks by the end of March, 1970 
would be around>3.0 million tonnes. 
To the already overburdened industry 
the cost of maintaining stocks of 2.5 
mil. tonnes, which is in excess of normal 
2 million tonnes, will be Rs 16.25 crores, 
at the rale of Rs 65 per tonne. If this 
interest charge is spread over the output 
for the whole .season which may be 
4 million tonnes there will have to 
be an increase in the levy price for 
sugar by at least Rs 3.25 per quintal. 
As the margin of profit on the basis of 
price for levy sugar is meagre for mills 
which have a recovery below 9.4 
per cent, it is pointed out that many 
mills might find themselves in the 
awkward position of being compelled 
to suspend operations because of the 
difficulty in maintaning stocks and the 
compulsion to suffer losses if they 
continued crushing. 

• 

It has, therefore, been argued that 
the policy relating to the fixation of 
minimum prices should be changed 
and the government should make a 
definite bid to stimulate consumption. 
With easier availability and liberal 
releases right from the beginning of the 
^ason there may be an increase in the 
consumption to 3.0 million tonnes in 


1969-70 agciinst the previous record 
of 2.7 million tonnes. Assuming that 
there would be exports of 200,000 
tonnes, closing stocks may well be 
2.0 million tonnes. In order to reduce 
the cost of production and improve 
productivity it has been rightly sug¬ 
gested that there should be a change 
in the formula for fixing minimum prices 
and a reduction in the excise duty for 
stimulaling consumption. A minimum 
price has to be paid for cane, if there 
was a recovery of 9.4 per cent and 
below. In areas where average re¬ 
covery is lower than 9.4 per cent, 
if the minimum price was adjusted to a 
recovery of 8.5 per cent, the cultivators 
will be encouraged to improve the 
quality of cane. More attractive in¬ 
centives should be provided for increase 
in sucrose content above 8.5 percent. 
This will provide the necessary stimu¬ 
lant for cane cultivators and also result 
in a better use of the existing acreage. 
The mill-owners arc at the same lime 
suggesting that there should be a ready 
machiitdry for cffecling adjusiments in 
controlled prices for sugar if there was 
a drop in the average recovery below 
I he assumed level. The rebate in excise 
duty now proposed is meagre as the 
quantity of sugar produced by the 
industry in excess of 105 per cent of 
1968-69 output. It will not be more 
than 300,000 tonnes at the outside limit 
giving the industry a relief of not more 
than Rs 2.4 crores. The relief in 
effect works out to Rs 1 per tonne of 
cane crushed in the summer months 


The Food debates in the two Houses 
have yielded nothing spectacular—nothing 
beyond the Government’s usual profes¬ 
sions that they “are no longer satisfied 
with pre-war consumption levels in the 
country” and that the lime has come that 
will effectively secure for the people of the 
country, at least in the post-w^ar period, a 
decent standard of consumption. And as 
usual with the Government of India, their 
solution is the appointment of one more 
highly paid officer — “a Planning Officer 
who will be a whole-time officer working 
on these problems collecting and analy¬ 
sing data and formulating preJiminaiy 


when the expected recovery is very 
low. The whole question has, there¬ 
fore, to be examined carefully. The 
industry is in a position to produce 
400,000 tonnes with the existing capacity 
and many sugar mills have worked 
for more than 270 days. In Tamil Nadu 
a high level of output w'iihout a break 
can be only be jnaintained if there 
was a big increase in internal consum¬ 
ption with a reduction in excise duty 
and a boost to exports with heavy 
subsidies. As the per capita consump¬ 
tion in southern states is very low, 
in fact the quota for levy sugar 
for Tamil Nadu is only 9,000 tonnes 
every month, indicating that annual 
total consumption is not more thari 
175,000 tonnes including sugar for 
free sale and there is scope for raising 
consumption by selling sugar in the 
interior on a competitive basis. With 
a high level of agricultural production 
and a boom in the hotel trade it will 
have to be experimented whether 
consumption can be stimulated in the 
naofussil areas with the maintenance 
of large slocks with the retailers. The 
current season may, therefore, witness 
new developments on the consumption 
front. Intelligent adjustments in levy 
prices for sugar and a reduction in the 
excise duty on the industry, can be hcl|v 
ful in maintaining output at a high 
level. Violent ffuctualioiis in acreage 
under cane can be avoided so long as 
open market prices for other com|x:ling 
crops rcni lin stable. 


proposals for the evolution of a planned 
food economy in India.” Jbat is io far 
as long-term policies are concerned, but 
as regards the present the Government’s 
summing-up of 1945 is as follows : that 
the difficulties in South India due to the 
loss of imports will remain undiminished, 
that on the whole the position in rice will 
remain at the best delicately balanced 
calling for the utmost vigilance cveiy- 
where, and that the position in millets may 
be slightly less favourable than lust year 
(though even last year great difficullicF 
were experienced). 
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MINISTRY AND A MYTH 

S. SRINIVASAN 


“II was a tragedy of high intentions self- 
dcfcatcd” was history's verdict on Muhani- 
med Tughlak when he tried to shift his 
capital from Delhi to Daulatabad and back 
again to Delhi for reasons, when looked 
from a certain angle, were thoroughly un¬ 
impeachable. One hopes that the same 
might not be said of the clforts of our un 
ion Ministry for Industrial Development 
to regulate industrial capacity. 

lime and again one hears of the oflicial 
decisions to limit or “frcc/e"’ or re-al!o- 
catc or reserve the production cajiacity 
of industrial units for reasons too compli¬ 
cated for the non-oflicia! minds to undci- 
stand and much less appreciate The 
latest pronouncement on the subject came 
from Mr 1-akhrudclin Ali Ahmed, the 
union Minister foi Industrial Develop- 
mcni. 

Addressing a special meeting of the Pai- 
liamentary Consultative Committee, the 
Minister warned that the government \\ould 
consider what action should be taken again- 
si industrial units which aic unaiiihoiiscdly 
operating at a level in excess of their li¬ 
censed capacities. He went cm to add 
iliat the government was trying to ascer¬ 
tain who among its ollicials wetc responsi¬ 
ble and to what extent. The Minister, 
howe\cr, was generou' enough to con¬ 
done higher capacities achieved through 
increased productivity or greater efficiency. 
Ivcn while threatening action against 
erring industrialists and officials Mr Ah¬ 
med affirmed that the major objective 
of the official policy should be a more 
rapid growth of industrial production. 
He even went to the extent of informing 
the Committee that the government did 
not wish to come in the way of big indus¬ 
tries increasing their production. 

Threats and Appeals 

Here is a union Minister appealing for 
a higher level of industrial production and 
ihrcatcniiig the industrialists who have 
produced in c.xccss of their licensed ciipa- 
cifies, all in one breath. The indiisrty. 


it would seem, is being ordered not only 
to follow a stop-go policy but to go and 
stop simultaneously ! 

Loose thinking about the eoncept ol 
plant capacity has obviously been the 
villain of the piece. There seems to be a 
notion in go\ernmcnt circles that plant 
capacil) is something like the Kiitub 
Minar oi Kinchinjunga, something that 
IS lixed, unalterable, unchanging and 
which can easily be measured. In point 
of fact, hov\cvci, it is anytliing but that. 
The capacity of an industrial unit is highly 
fluid and docs not easily lend itself to exact 
measurement. Productivity and gieatcr 
efficiency apart, capacity depends on a 
whole lot of other factors. 

Quality of Raw Matorial 

There is. to begin with, the age of the 
plant and the care expended on Us main¬ 
tenance. Vaiiations in the type and the 
quality of the major raw material can in- 
ciease or decrease production capacity. 
If, for example, a vanaspati factory decides 
to use cottonseed oil instead of groundnut 
oil, production is bound to drop, as it 
takes moie time to process cottonseed oil 
as compared with a softer oil like ground¬ 
nut. Take again a factory producing 
ffuorcsccnt tubes and electric lamps in 
which glass-making forms an important 
stage of productitm. A ditfercnce in the 
qualii> of the sand used in making glass 
can increase or decrease the output. Sand 
dug out from the same spot need not al- 
v\ays K‘ unifoim in granular <trucluie 
and certain other chaiaderistics. 

In replacing worn out pieces of equip¬ 
ment the manufacturer is often able to 
install un improved model or the same mo¬ 
del with a slightly higher capacity either 
l^xausc an equipment of identical design 
and capacity as ilie one that is to be re¬ 
placed is not available or un impiovcd type 
can Iyc had for a marginally liighcT price. 
In certain cases this type of rcplaecmcnt- 
cum-modcrnisaiion raises the unit's capa¬ 
city without the industrialist having spent 


either extra foreign exchange or stepped 
up productivity in the plant. Sometimes^ 
even where replacement equipment is 
imported, it i.s obtained through incentive 
licences earned by the manufacturer by 
exporting certain products below cost. 
In other words, such imports do not involve, 
a burden on the government’s foreign 
exchange resources, 

f urthermore, the registered capacity 
of each factory in the official records, as 
submitted by the manufacturer, merely 
mentions the physical volume of output 
per year of 300 working days, given u 
ceitain number of shifts. Only the totally 
ignorant and extraordinarily naive wilf 
imagine that this represents a detailed and 
ail exact picture of the operations inside 
the factory. Between the feeding of raw 
materials at one end and the emergence of 
the finished product at the other, there are 
several processing stages which, for the 
sake of convenience, may be referred to 
as A, B, C & D. F.acli stage has its ox'Rr 
distinctive equipment. 

When an industrialist placc.s an order 
with a firm for an entire plant with, say. 
«i rated capacity of 10,000* tonnes on a 
sijigl-eshifl basis, it is seldom that the in¬ 
dividual equipment needed for stages A 
to D arc of identical capacity. Machinery 
concerned with storage A may have 15,000 
tonrc-capacity, while those designed for 
stages B, C & D may have capacities of 
J4,0(X). 10,000 and 12,000 tonnes respec¬ 
tively. Such capacity variations may not 
be (he result of delil^Jiatc planning on the 
part of the industrialist who placed the 
order, Lquipment needed for different 
stages of processing arc invariably made 
by different firms each of which has its own 
range of si/cs and capacities. 

Determining Factors 

Now. ill every factory (here is one oi 
more processing stages which dctcnninc the 
production rate of the final product. Assum¬ 
ing stage C to be the critical one, the indus¬ 
trialist can raise (he overall capacity of 
the plant by adding only certain “balan¬ 
cing” machinci 7 to those already working 
in stage C' (the equipment involved in all 
the other stages Rave already a higher 
capacity). Bits and pieces of plant needed 
for such “balancing” need not necessarily 
be imported; they can be and often are 
fabricated within the country. Now, is it a 
crime for an industrialist to thus maxi* 
mine his plant utilisation which, in simple. 
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words, means making capita] work harder 
and achieving a higher level of production? 

This is precisely what the government 
was urging the industry to do during the 
early and the mid-sixties. The only 
stipulation laid down was that the steps 
for achieving the extra output should not 
involve any extra expenditure of foreign 
exchange resources of the Government of 
India. Why should those industrial 
units that had expanded their capacities on 
the strength of official assurances and ex¬ 
hortations now be asked to go to Ca- 
nossa ? 

Also one wonders whether the Ministry 
for Industrial Development realise that' 
plant capacity can be made to go up or 
down without adding one bit of equipment, 
without taking in any extra labour or in¬ 
creasing the number of shifts and with¬ 
out change in productivity or its operational 
efficiency ? An ever so slight relaxation of 
the quality standards can send produc¬ 
tion up without the consumer noticing 
any change or diffeiencc in the end product. 
Soap, for example, can be given any num¬ 
ber of washes until no trace of glycerine 
is left or the manufacturer may decide to 
give it a minimum number of washes in 
which case the same plant will lie able to 
produce more soap. 

expmntlon of Capacity 

Finally, capacity may be expanded by 
working the plant seven days of the week 
instead of six. All that the Factories Act 
says is that no worker should be 
allowed to work for more than ten days 
running without his being given one 
day off. It is not difficult to deploy the 
work force in such a way that the factory 
can do a seven-day week without in any 
way depriving the workers of the offs 
they are entitled to. according to the Act. 

This is not to say that wherever expan¬ 
sion of capacity has occurred, it has been 
above board and has been in accordance 
with official regulations. All that is em¬ 
phasised here is that, unless hedged about 
with many qualifications and even more 
assumptions, the term '‘plant capacity’*, 
like the good old controversial "taxable 
capacity”, has very little meaning. In 
the circumstances, it is not a practical pro¬ 
position for the Ministry for Industrial 
Development to ascertain which units in 
what industries have expanded their capa¬ 
cities; ; by how much has the capacity 
gone up; whether this has been done by 


installing additional equipment and if so, 
whether it was imported or made within 
the country; and whether or not it involved 
cxpendittirc of the government's foreign 
exchange resources. Even if Mr Ahmed 
w'Crc to have at his disposal an array of 
archangels of integrity who arc technical 
geniuses as well, the task is just impossible. 
Why then organise a witch-hunt for trac¬ 
king down ofikials for al-ielting unaFuihori- 
sed expansion of capacities ? Surely, 
Mr Ahmed is not proceeding on the basis: 
“If I cannot lay my hands on a few indus¬ 
trialists, J shall have a 'go' at the officials”. 
Said the wolf to the lamb, in the fable, 
“If you could not have insulted me six 
months ago because you were not born 
at that lime why, of course, your mother 
must have.” 

All this apiirt, what exactly is behind 
the govcinmciit’s pi eK>ccu pat ion with plant 
capacity? The pebble in the official shoe is 
presumably the mounting foreign exchange 
exj^nditure on the import of industrial 
raw materials, replacement and spares. 
The anxiety of the Ministry for Industrial 
Development to minimise this drain is 
perfectly understandable. If the objective 
is to cut down the exivenditurc of foreign 
exchange on the import of raw materials, 
stores and spares, the obvious and (he 
most effective method of achieving it is to 
reduce or “freeze” such imports at a pres¬ 
cribed level and not to indulge in futile 


IN the theory of federal finance two 
objectives receive pride of place in evolving 
the right principles of devolution of central 
assistance from the centre to the states. 
First, the consideration of inter-regional 
equity and second, the attainment of 
maximum rate of growth of the national 
income. From the icgional point of 
view, the mitigation of inter-regional 
inequalities in per capita incomes 
of the slates, and ensuring of a 
minimum per capita income in each slate 
will derive considerable political strength; 
while, from the national point of view the 
rate of growth of income has to be raised 
to the maximum extent possible in the 
light of availability of resources. 

In our country there arc two bodies for 
determining the amount as well as the 


and unroaiistic exercises of how much of 
the increased plant capacity in recent years 
has been above board and how much of 
if has been achieved' surreptitiously. 

The w'ay in which import control was 
first introduced after the second World 
War gives us certain guidelines. Fix u 
“basic” year for the import of indiistriuJ 
raw materials, and spares and replace¬ 
ment and the monetary ‘ceilings’ for the 
import of these items will be the actual 
foreign exchange granted to industrial 
units during the “basic” year. ’Fhese 
‘ceilings’ may be raised or lowered, depen¬ 
ding on the country’s balance of payments 
position. Such a move, besides saving 
foreign exchange, will goad the industry 
to intensify its efforts at import substitu¬ 
tion which is precisely the basic need of 
the hour. 

Of course, the scheme, as outlined 
above, is a crude presentation. Refine¬ 
ments and adjustments have to be madefor 
“essential” and export-based industries, 
changes in prices and currency values etc. 
There is still bound to be an arbitrary ele¬ 
ment in the fixation of “ccilings”and might 
include some border line anomalies, 
certain industries might even raise the cry 
that they are being discriminated against. 
Nevertheless, it icprcscnts a more prac¬ 
tical approach to the problem of conser¬ 
ving foreign exchange than going alter 
the wilf-o’-thc-vvisp of plant capacitv. 


pattern of central assijitance. First, the 
Finance Commission, a constitutional 
body, appointed by the President of India 
every five years or before for considering 
the devolution of central taxes, grants- 
in-aid under Article 275(1) and any other 
matter referred to it in the interest of 
sound finance, and is concerned only with 
the non-plan revenue and expenditure of 
the slates. In other words, it looks after 
(he maintenance requirements of the 
states. 

The second body is the PJanning 
Commission, which provides annual dts- 
creiioiiary plan grants and loans, fhe 
assistance recommended hy it is mainly 
directed towards the objective of grow th. 
Thus, at present the growth aspect falls 
entirely outside the purview of the Finance 
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Commisswn, and it is a justification for 
It to take equity criterion as the sole guid¬ 
ing principle of revenue .dlocalion. 

II 

'I'hc first Finance C'omnussion, ’vvluch 
submitted its report in 1952 agreed that 
the “scheme of distribution should attempt 
to lessen the inequalities between states 
For fultilliiig this aim the commission 
adopted a need-based approach and tecom- 
mended that 80 per cent of the divisible 
pool of Income-Tax should be distributed 
among the states on the basis of popula¬ 
tion and 20 per cent on the basis of col¬ 
lection.*’* Ffowever the sxond Finance 
C’ommission reduced the wcighiagc of col¬ 
lection and recommended that “90 per cent 
of the divisible pool should be ihstribuled 
the basis of population and 10 percent 
on the basis of collection.*'^ But the third 
and the fourth Finance Commissions 
endorsed the recommendations put foiih 
by the firsi F’inance Commission in this 
regard. 

$oU Criterion 

For the disliibuiion of divisible pool of 
Union Fvcise Duties the first F'inance 
C ommission rccommciulcd population as 
sole crileritin.^ The second and the 
third Finance C’ommissions retained this 
basis of distiihution. The fourth Finance 
Commission rccommomicd that 80 per cent 
.of the divisible pool .should be distributed 
mi the basis of population and the zest 
20 per cent on the basis of economic and 
social back^va^dncs‘• indicated b> the 
per capita gross value of agricultural 
production, per capita value added by 
manufacture, percentage of workcj-s to 
the total population, population per hospi¬ 
tal bed, percentage of rural and sclicdulcd 
castes population to total population 
etc.'* Population as the sole criterion 
\\as prescribed by the .second Finance 
Commi.ssion for distiihution of flstate 
Duty on movable propcily^. which was 
retained by the third ami the fiiurih 
I inancc C’tinimissions 

In addition to the sh»inng of taxes, there 
i> a pro\ision for grants-iii-aid under Arti¬ 
cle 275(f) of the C onsiitution of India for 
the stale'* \Oiich are in need of assistance.^ 
d he iirst f inance ('ommi.ssion, staling the 
MX principles of grants-in-aid’^. recommen¬ 
ded that grants-in-aid should cover the 
normal budgeiaiy needs of the states in 
need of assistance and should permit a 


reasonable margin for expansion.® The 
second Finance Commission spotlighted 
that the ditrerciice between the evdinary 
revemic of a si.ue and its normal unavoid¬ 
able expenditure sfiould as far as possible 
he brid|J!Cd up by sharing of ta\c<. Grants- 
in-aid shoiikl be largely a rtsiduary form 
of assistance given in the form of general 
and uncoiiditi.ifial giants.*® The third 
Finance' Commission rcvcmimciulcil that 
grants-in-aid should l>e of a si'C that 
would enable the stales, along with any 
surplus out oftlio tax devolution, to covei 
75 per cent of the revenue component ol 
ihcir plans.** However this reci'kmnicnda- 
lion was not accepted by the Government 
of India. The fourth Finance C'ommission 
provided grariTs merely for filling the non- 
plan revenue gap of the states, aftci taking 
into account the share of ceiitial taxes. 

Principle of Equelizetion 

The abo' e ana.I>‘*is depicts that ihc fiaii 
Fmaiico C ommissions have adopted mainly 
die populalKMi cr.llcciioa basis foi disin- 
hutmg the di'isiblc pool of On 

the other hand, giants-in-aid have been 
fixed in ad-hoc manner for meeting the 
rCi idual deficits of the revenue budgets of 
the stales. Here, the point to ponder is: 
V hether population-collection basis pro¬ 
vides a sound ba c for meeting the rcsourije 
needs of the state.s in an equitable rnanner. 
Tf'C allocation oj’ resources ou the basis 
of population implies equal per capita 
share* to rich as ' .cil as to the poor .states. 
Rut the principle of equalization requires 
that mi>rc per capita assistance should 
be provided to the poor states and less 
per capita assistance to the rich stale*!. 
So, sharing on the litisis of population only 
perpetuates inequity in the growth piittcrn 
of the slates making (he rich sl*\tcs richer 
and the poor states poorer. In fact, lliere is 
need for a criterion whicli i* rfn indicator 
of the fiscal neei.is of the population baseil 
on per capita need rather than on the mere 
si/c of the population. The distribution 
cn the buMS of collection also needs a 
thorough !*e<:onside;ation, as it aggravates 
inequalities and the views of the second 
Finance Commission need rethinkine in 
tliiN .ncittcr. 

All in all. we find that no scientific and 
satisfactory principle has so far been 
evolved and followed by Ihc successive 
finance commissions for fixing the relative 
shares of the slates in the dixisihic pcM’il 


of union taxes and in providing grants-in- 
aid. Ad-liocism and adjustments to 
cxigcncic.s hardly provide a base for setting 
up healthy conventions and procedures in 
the realm of federal finance. 

HI 

Let us now have a glance at the 
central assistance fiowing to the slates 
on the recommendations of the 
finance commissions and see how far the 
assistance is based on the principle of 
equalization. So far per capita income 
of a stale has Lxjcn cryisidcrcd the best, 
available indicator of relative fi.scal needs. 
FTir this purpose, we have to concentrate 
on the recommendations of the third 
and the fourth Finance Commissions. 
The per capita assistance provided by 
the third Finance Commission i.s given in 
Table I. It is clear from it that per capita 
assistance to the richer stales is greater 
than to the poorer slates. The richer stafq) 
such as Mahara.shtra and West Bengal 
received Rs 28.85 and Rs 25 . 9.1 re.spcctively 
as per capita shaie of cmlral taxes, while 
on the other liand the backward states of 
Bihar and Rajasthan received only Rs 20.44 
and Rs 22.72 respectively. Fven taking 
the axciagc of finir top rich and four 
poor stales at Ihc bottom, we find that the 
average of rich stales is greater than the 
poor stales i7r.. Rs 27.91 and Rs 22,98 
respectively. As regards the grants-in-aid 
the position is not much better. For 
instance, a developed state such as Gujarat 
ha.s been given per capita grunt of Rs 8.24 
while, a backward state such as 
Bihar received no grants. Taking 
per capita assistance, the assistance 
to Bihar and Madhya Pradesh is less than 
the rich states of Maharashtra and Gujarat. 

Par Capita Assittanca 

The per capita assistance provided by 
the fourth Finance Commission for the 
yciir 1966-67 is given in Table II. The 
per capita assistance provided by the 
Commission to Bihar is Rs 7.31 which is 
less than that of Maharashtra and Gujarat 
which arc Rs i 1.1^ and Rs 10.00 respecti¬ 
vely. The position is even worse for shared 
taxes. For instance, the per capita assi.s- 
tance to Bihar and Rajasthan is Jes.s than 
that of Maharashtra and Gujarat. The 
average per capita devolution of shared 
taxes to the last four states is less than the 
average for the first four states, the relative 
figures being Rs 7.31 and Rs 9.29. As re- 
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gardli th<» giiuit»-iii«aid« no grants have beeh 
given to Bihar, while on the other hand 
grants have been provided to richer states 
of Tamil Nadti and Assam. 


the states from their averages is explained 
in Table IH. For the assistance recommen* 
ded by the third Finance Commission, 
Maharashtra with a deviation of per 


cent in per capita income frdm the average, 
received a share of only *^13 pef cent le$s 
than the average per capita assfstaitce. 
Again, the relative per capita incomes 6f 


llie position depicted above can be seen 
more clearly by working out the rank 
correlation between per capita income and 
per capka assistance. Taking iirst the de¬ 
volution by the third Finance Commission, 
we find that the per capita assistance and 
per capita grants have a positive rank corre¬ 
lation with the per capita income. On the 
other hand, rank correlation between per 
capita income and per capita share in 
central taxes is negative. 


Rank Correlations 

(Third Finance Commission) 

Between per capita income and 
per capita share in central taxes - *507 

Between per capita income and 
per capita grants under Arti¬ 
cle 275 (J) + -136 

Between per capita income and 
per capita assistance -f- 008 

Similarly, the per capita share of central 
taxes and per capita grants-in-aid as re¬ 
commended by the fourth Finance Com¬ 
mission have a negative rank correlation 
with per capita income. The rank correla¬ 
tion between per capita assistance and per 
capita income is positive. 


Rank Correlations 
(Fourth Finance Commission) 

Between per capita income and 
per capita share in central taxes —*457 

Between per capita income and 
per capita grants under Article 
275 (I) — 086 

Between per capita income and 
per capita assistance -f *082 

Let us further study the magnitude of 
imbalance by comparing the percentage 
change in per capita incomes of the states 
with percentage change in per capita assis¬ 
tance to the states as recommended by the 
third and the fourth Finance Commis¬ 
sions. 

The relative changes in per capita incomes 
of t^e states and in per capita assistance to 


Tabu* 1 

Assistance recomniendod by the Third Finance Connnisaion (l9d2-66> 

(In Rupees) 


State 

Per capita 
Income 

(a) 

Per capita 
devolution 
of shared 
taxes 
(b) 

Per capita 
assistance 
(incl. grants) 

(c) 

Maharashtra 

468.54 

28.85 

28.85 

West Bengal 

464.62 

25.93 

25.93 

Punjab 

451.31 

27.05 

27.05 

Gujarat 

393.39 

29.79 

38.03 

(8.24) 

Tamil Nadu . 

334.09 

22.71 

26.27 

(3.56) 

Assam 

333.34 

27.97 

45.66 

(17.69) 

Kerala 

314.86 

25.17 

38.18 

(13.01) 

Mysore 

304.71 

22.06 

32.66 

(10.60) 

Uttar Pradesh 

297.35 

18.75 

18.75 

Jammu and Kashmir 

289.02 

.18.67 

55.52 

(16.85) 

Andhra Pradesh 

287.01 

22.14 

32.14 

(10.00) 

Madhya Pradesh 

285.35 

21.82 

23.36 

(1.54) 

Orissa 

276.22 

26.95 

53.16 

(26.21) 

Rajasthan 

267.43 

22.72 

31.65 

(8.93) 

Bihar 

220.69 

20.44 

20.44 


•Grants under Article 275 (I) is shown within brackets in col 4. The source for 
grants-in-aid is RBi Bulletin, April 1962; Pp. 543. 

Notes ; Per capita assistance has been worked out by dividing the total assis¬ 
tance provided to each slates by the respective populations of the states 
for 1961. 

(a) The source of the data for per capita incomes of '‘tales is “Distribution 
of National Income by States, 1960-61.” published by NCAFR. Pp. 9. 

(b) The data for shared taxes have been taken from the Reserve Bank of India 
Bulletin, May 1964, May 1965, May 1966 and August 1967. In shared taxes, only 
.share of Income tax, Union Excise Duties and Estate duty have been included. 

The grants-in-aid as accepted by^ the Government of India has been taken 
and not as recommended by the third Finance Commission. 
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West Bengal and Punjab were+40 and+36 
per cent higher from the average, but the 
relative assistance deviated only • 22 per 
cent and -*-19 per cent respectively. On 
the other hand, the ease of the poorer 
'Jtates is still worse. For instance, the 
states of Bihar and Hajasthan with per 
capita income deviations of —34 per cent 
and —20 percent respectively, have devia¬ 
tions of - 39 per cent and —5 per cent 
respectively in per capita assistance. The 
devolution recommended by the fourth 
Finance Commission shows the same 
trend. 

The above analysis enables us to con¬ 
clude that the assistance recommended by 
the Finance Commissions has been far 
fiom equalitarian idea of reducing regional 
unbalances. The situation, if allowed to 
persist, mav result in greater inequity and 
hamper the objective of balanced regional 
development. This is neither a healthy 
trend nor a sign of building up a strong 
federation. 

IV 

The aforesaid conclusion Ix’gs the ques¬ 
tion as to what factors should he taken into 
account in working out the principles of 
allocation of resources. It is desirable for 
the future Finance C'ommissions to break 
now grounds in respect of the formula 
for the inter-state allocatii>n of central 
funds. Population is not a satisfactory indc.s 
of need. Meeds are better reflected in 
ligiircs of per capita incomes of the stales 
combined w'lth the respective populations 
of the states. It is necessary to consider 
population, otherwise a very small state 
with a very low per capita income may re¬ 
ceive much more than otherwise justified. 
Therefore, now a change in criterion to¬ 
wards the per capita incomes of the states 
w'ould be m.)re meaningful viewing the 
national objective of balanced regional 
growth. 

With tins objective in view, it would be 
justifiable if the central assistance is given 
at a lower rate to the states with higher per 
capita inct»mcs and at a higher rate to the 
States with lower per capita incomes. For 
this purpose, first of all the per capita 
assistance to each slate and its average 
should be worked out on the basis of popu¬ 
lation. The second step wotild be to make 
deviations in per capita assistance of each 
state from average according to the per¬ 
centage deviations in per capita incomes of 
the state from average in the reverse direc¬ 
tion. This exercise would result in more per 
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capita assistance to poor states and Jess 
per capita assistance to rich state.s. With 
this baste idea in view» an attempt has been 
made to evolve a formula for the dListribu- 
tion of divisible taxes leaving aside the 
additional excise duties. The formula 
combines the criteria of per capita income 
and population. 

In notations the formula can be put as - 

s, .[Oi (-2. XH)XP] 

Where Sr««TolaI devolution to each state. 

Aa*A\cragc per capita income of 
the states. 

D*=DitVercncc between average per 
capita income of the slates and 
the actual per capita income 
of each stale. 


November 14, 1969 

H=s Average per capita devolution 
to the states oh the basis of 
population. 

G=»=Pcr capita devolution to each 
state on the basis of popula¬ 
tion. 

D is in + ibcn, —sign has 
to be taken and if t) is iri 
thcn+$ign is to be used. 

Pas Population of the rcspcclivc 
states. 

Oevolution to each state according to this 
formula has been worked out. Table IV 
shows the estimated total shares of the 
states and actual shares recommended by 
the fourth Finance Commission for the 
year 1966-67. It is clear from table that the 


Tabm' U 

Assistance rcconuneiidod by the Fourth Finance Commission (196&67) 

(In Rupees) 


Slate 

Per capita 
devolution 
of shared 
taxes(a) 

(1) 

Per capita 
granis under 
Article 

275 (I) (b) 
(2) 

Per capita 
assistance 
(3=I-f2) 

(3) 

Maharashtra 

11.15 


11.15 

West Bengal 

9.60 


9.60 

Punjab 

6,36 


6.36 

(lujarar 

10.(K) 


10.00 

Tamil Nadu 

8.72 

2.03 

10.75 

Assam 

9.09 

13.91 

23.fK> 

Kerala 

8.65 

12.32 

20.97 

Mysore 

8.07 

7.73 

15.80 

Uttar Pradesh 

7.44 


7.44 

Jammu and Kashmir 

16.57 

18.45 

' 35.02 

Andhra Pradesh 

7.87 

2.00 

9.87 

Madhya Pradesh 

7.74 

0.83 

8.57 

Orissa 

8.58 

16.63 

25.21 

Rajasthan 

8.12 

3.34 

11.46 

Bihar 

7.31 


7.31 


Nons : Per capita assistance has been w'orked out by dividing the total assis¬ 
tance to each state by the respective populations of the stales in 1961. 

(a) The source for shared taxes is RBJ Bulletin, May 1968. In shared taxes* 
uiilv Income-Tax, Union Excise duties and Estate Duty have been included. 

' (b) Data for grants-in-aid under Arliclo 275 (I) has been taken from the re¬ 

port of the fourth Finance Commission; Pp. 59; Para 133. 
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r,ink correlation in per capita incomes 
and estimated per capita assistance to the 
states isdbl. 

After providing assistance according to 
the formula, some adjustment grants may 
l>c provided for meeting the residual fiscal 
needs of the slates, taking into considera¬ 
tion the lax cflbrls and economy in expen¬ 
diture effected by (he states. Grants for 
some broad purposes such as for education, 
health etc. can alst» lx* pn>vidcd bv the 
t'inance Commissions. 

rhiis the position depicted above makes 
a case for arresting the tendency of inequa¬ 
lisation resulting from fiscal measures m 
the first instance and then to initiate 
measures to restore regional balances. The 
existence of backwaid pockets in a federa¬ 
tion constitutes a danger to national 
prost^crify, as it retards the pace of growth 
of (he whole economy. It gives rise to 
mutual rancours and tensions among the 
component units and is a jKuennial source 
of social, economic and political insta¬ 
bility, Moreover a further widening 
of imbalance vvill not he tolerable speci- 
.illy in the changed political complexion 
of the country. Obviously, there is an 
acute need of rcdiKing the lopsidedness in 
regional economic growth through fiscal 
measures and the soonei it is done bet lei 
It would be. 
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IlcVitttionv in Per Capita Atbs^tance 


State 

Deviations 

Deviations 

Deviations 


m per capita 

in per capita 

in per capita 


incomes 

assistance 

assistance 


from iu crage 

(by TFC) 

(by FFC) 



from 

from 



average 

average 


(Pei cent) 

(Per cent) 

(Per cent) 

Maharashtia 

f 41 

13 

- 22 

West Bengal 

4-40 

22 

33 

Punjab 

f 36 

-19 

56 

Gujarat 

4-18 

+ 15 

30 

Fa mil Nadu 

4-0.47 

21 

-24 

Assam 

f 0.24 

4 38 

+ 63 

Kciala 

5 

4-16 

+49 

Mysore 

8 

16 

+ 13 

Uttar PradCNii 

11 

44 

-48 

Jammu and Kashmit 

13 

4-68 

i-I49 

Andlira Pradesh 

13.7 

-3 

31 

Madhya Pradesli 

14 2 

30 

40 

Oris.sa 

17 

4+1 

+ 79 

Rajasthan 

20 

5 

19 

Bihar 

-34 

39 

49 


Note : ‘TFC' denotes third Finance Commission; ‘FFC' denotes fourth Finance 
commission. 


T ahlf. IV 

kssisfance According to the lOrmula 
( 1966 - 67 ) 


State 


Deviations 
in per capita 
income from 
average. 

(Per cent) 


Deviations 
in per capita 
assistance 
according to 
deviations in 
per capita 
income in 
rcversc( Rs) 


Per capita 
assistance 
multiplied 
with popula¬ 
tion of the 
state 

(Rs Lakhs) 


Actual DitTcrcncc 

assistance (5=3-4) 
to the (Rs Iviikhs) 

slate on the 
recommen¬ 
dations of 
F. F. C. 

(Rs Laklis) 



(1) 

(2) 

(3) 

(4) 

(5) 

Maharashtra 

+41 

6.56 

2594 

4409 

- 1815 

West Bengal 

+ 40 

6.67 

2329 

3352 

1023 

Punjab 

b36 

7.12 

1445 

1292 

f 153 

CJujarat 

+ 18 

9.12 

1871 

2064 

-193 

Tamil Nadu 

+47 

11.06 

3615 

3620 

5 

Assiim 

+ 0.24 

11 09 

1316 

2731 

-1415 

Kerala 

-5 

11.66 

1970 

3544 

1574 

Mysore 

■8 

n 99 

2728 

3728 

-1000 

Uttar Pradesh 

--II 

12.33 

9092 

5485 

+ 3607 

Jammu and 






Kashmir 

-13 

12.55 

446 

1247 

-801 

Andhra Pradesh 

13.7 

12.63 

4544 

3553 

+ 991 

Madhya Pradesh 

—14.2 

12 68 

4104 

2777 

hi 327 

Orissa 

—17 

12.99 

2279 

4424 

-2145 

Rajasthan 

20 

13.13 

2686 

2309 

+ 377 

Bihar 

-34 

14.88 

6912 

3396 

3516 

TOTAL 



47931 

47931 
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WtNDOW ON THE WORLD 

NATURAL GAS AND THE EUROPEAN MARKET 

JOSSLEYN HENNESSY 


PRE-VIEW OF NEW O.EX.D. REPORT 

LONDON : 

A stDurcc ol energy and aKo raw malciiaL iiaunal gavS is 
increasing its share t>r the energy market in the fairopcan area ol 
the OECD and is of growing importance for the economy of (he 
the countries concerned. Initially supplied only to local con¬ 
sumers, in the I95l)s it came to be used on a regional and then a 
national scale and in ifie lOhiK ir lias become an obicci of inter- 
fuiiittnal trade. 

fhe OLC D i.neigv commilice and Special C'onirnlliee lor oil 
liiercfore set up a joint ad Group to study the impact of natural 
gas on the other forms of energy. This working party, composed 
of representatives of Belgium, France, Germany, Italy, the Nether¬ 
lands, Norway. Spain, the United Kingdom and the Lnited Slates, 
and td llic ('ommissum of Furopean Communities, and assisted 
by repiescniativcs of the Economic Studies ( onuniltce for the 
Gas Industry ((X)MF I'LC'-Gasi, has .issessed the situation in 
a lejKWt |o he published shorllv, fuun whicli the b.isii points are 
sumrnaiisi\l belov 

RIsCOVKRABU: RhSKRVKS OF NAILRAJ. 

GAS l\ IMF EUROPEAN O.E.C.D. AREA (I) 

(10(9) m(3)) 


Aieu 

Pinved 

Probable 

Proved & 
Probable 

1 .1 .( 

2,587 

(499) 

(3,086) 

ol v^hich :(icrman> 

202 

72 

274 

Lrance (2) 

215 

85 

300 

Italy 

180 


(180) 

Netherlands 

1,900 

342 

2,332 

United Kingdom (3) 

Other countries. 

700 

3(K) 

1 ,(¥K) 

principally Austria 
European aiea as a 

20 

(5) 

(25) 

whole 

3,307 

(804) 

(4,111) 


(1) Situation in early 1969 for the United Kingdom : as at 
.laiuiary I, 1968 for West Germany; in early 1968 for France; 
at June 30, 1968 for Italy; at July 15, 1968 for the Netherlands; 
at January I, 1967 for remaining countries. No account is taken 
ol dilVcring calorific values; these can \aiy considerably Ix'lween 
gas ficlvls. 

(2) C)iil> 70 to 75 per cent of rcet>vcrable reserves can he 
marketed. 

(3) Nnilh Sea 

Sninci Natiiuial Delegations to the <)tCJ3 

In Nvcsicrn L.urope known lescrves of natural gas amount to 
some 4,0(X) 10(9) cubic metres (sec table), which is about half the 
lescrscA of the United States (8,200 10(9) in(.^)) or of ihe Soviet 


Union (9,000 10(9) m(3)). The intensive exploration now' under¬ 
taken by Denmark, West Germany, the Netherlands, Norway 
and the United Kingdom (searching for gas in the North Sea), 
France (in the South East, the Bay of Biscay and the Gulf of 
Lyons), and Italy (in (he south and in the Adriatic) may well 
increase this estimate. Sedimentary formations of the type likely 
t<' contain oil or ga.s account for almost 40 per cent of the area of 
continental Lairoise. Similarly, the development of proved 
reserves can lead to a higher figure; for c.xampic, when the Gron¬ 
ingen fields in the Netherlands w'as discovered in 1960 it w'as. 
estim lied at (SO 10(9) m(3) but (he latest official figures arc Ixilvs'ceu 
1,450 and 1,900 10(9) m(3). 

The Huropcaii gas liclds vary in si/c, location and composition 
ot the gas. As to si/e, out of nearly 200 fields proueding gas in 
1967, 186 had an annual output of less than 100 million m(3) 
Cironiiigeii and Lacq together accounted for almost one half o( 
the quantities produced. Of the European gas fields, Groningen 
has the highest output (7.5 10(9) m(I) in 1967), and it S-fjnks 
amongst the largest in the world. 

The quality of the gas varies from licid to field. In West 
Germany, for instance, the chemical composition of the ga.s i.s 
not uniform throughout the country and its calorific value runs 
from 4.700 to 12.200 kcal/m(3). Small fields often have to be 
exploited simultaneously to ciisuic that the associated pipeline 
will be economic. With a large-scale installation controlled 
aulonvalically by computer, lields can be worked to meet both the 
consumers’ and the producers' rcquiicments, namely, a gas of 
constant quality and optimum technical and economic operation 

GeofraphlcKl Location 

The geographical location of the ga.s fields is afso an imporlanl 
factor. The Italian deposits in the Po Valley arc near indus¬ 
trialised and thickly populated regions capable of absorbing the 
entire output or more, but the l^cq region in France had no 
si/cabic outlets and pi|x:lines had to be laid to carry gas over 
long distances. The Groningen rcserNCs aic both near substantial 
outlets ami also large enough to supply distant markets. 

In short, producers have two distinct aims ; (I) to maintain 
an optimum rate of extraction, while (2) continuing their explora¬ 
tion on a large scale to ensure that gas will be available in sufli- 
cieni quantities in the long term. In this they have been successfuL 
since the latio of reserves to output has increased rapidly. 

According to membcr-countrie,s* forecasts output from OECD 
gas lields may well rise to at least 120 ♦() (9) m (3) a year by 1975, 
Under the contracts concluded so far the quantity of gas to be ex¬ 
ported from the Netherlands to other Euro|>can OFiCD countries 
already exceeds 22 10(9) m(3). 

Resides production within the area external sources exist. In 
several regions adjoining western Europe (here are gas deposits 
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not yet fully exploited. Methane carriers discharged their first 
cargoes 6f liquefied natural gas from Arzew (Algeria) on Canvey 
Island (OK) in 1964 and at Le Havre (France) in 1965. Spain and 
Italy have signed contracts to import liquefied natural gas from 
Libya. In 1967, negotiations began between the USSR and Italy, 
which may take up to 6 10(9) m(3) of Russian gas a year. West 
Germany, too, is considering the possibility of imports and 
France may also do so. The proposals to export Russian gas are 
related to the agreements concluded by the USSR for the import 
of Iranian gas : it is more economic for the USSR to import gas 
from Iran to supply its southern regions than to draw upon the 
Central Asian gas which is located farther away; the latter can Chen 
be supplied to central and western USSR and also exported to 
other European countries. Austria is already receiving gas from 
the USSR. In other words an international market for natural 
gas is developing. 

II 

PROSPECTS BY SECTORS OF CONSUMPTION 

Natural gas can be used in place of all the other sources of 
energy as a fuel and it can also replace some][as a raw material; 
it can therefore penetrate all sectors of consumption. It has 
certa'm advantages, including regularity of supply, constant quality, 
convenience m use, no need of storage facilities, cleanliness, and 
reduction of air pollution, which give it an edge over competing 
energy sources. Hcncc, although cost per caloric is still the main 
factor in its competitiveness, natural gas may on occasion cost 
more and yet be a serious challenge to coal or oil. 

The experts consider that the development of natural gas will 
affect the energy .market in two ways, successively or simul¬ 
taneously. First, it will cause the production of manufactured 
gas from coal or petroleum products to decline and will reduce 
the outlets for coke oven gas. Secondly, it will lead to competi¬ 
tion with other forms of energy, varying according to the sector 
of consumption and to the forms of energy w'ith which it is in 
competition. 

Consumption in the domestic sector is likely to grow rapidly, 
particularly in space, heating, because natural gas is convenient to 
use, is clean and needs no storage space. In this sector the con¬ 
sumption of coal, already under severe pressure from oil, could fall 
off rapidly, particularly in regions close to gas fields. Natural 
gas will, however, only accelerate the present trend set by the grow¬ 
ing use of petroleum products. Oil, having to share this expan¬ 
sion with natural gas, will find its growth reduced or even brought 
to a temporary standstill in some regions. 

In the industrial sector^ too, natural gas likely to experience 
fast growth. It is used as a raw material (as a feed-stock in petro¬ 
chemicals) and in applications where it offers advantages of con¬ 
venience and an easily adjustable flame (glass industry, ceramics, 
etc.), but it can also be used as a source of heat. In these applica - 
tions, coal has already been largely replaced by oil products, but 
in this sector as well the growth prospects of oil will be affected by 
natural gas. 

For the domestic and industrial sectors taken together, the 
experts consider that natural gas will supply at least half the in¬ 
crease expected between now and 1975 in the demand for substi¬ 
tutable energy and, if the most optimistic hypotheses prove cor- 
rect» gas may meet the entire increase. 

In the power statUm sector, however, in most countries the cx- 
peila ddnnot foresee repercussions. Except close to big gas fields, 


where natural gas could provide a large part of the base joad» it 
is only likely to be used in power stations under interruptible 
contracts to ensure the initial filling of pipelines or in respom^ to 
clean air measures. 

The growth of energy requirements (excluding electricity) 
between 1966 and 1975 in the domestic, industrial and power sta¬ 
tion sectors taken together could amount to some 200 million tons 
oil equivalent (Mtoe), whereas natural gas availabilities will in¬ 
crease by about 100 Mtoe, based on OECD Member-countries 
forecasts, and by 110 to 140 Mtoe based on the exports overall 
hypotheses. 

III. 

COMPETITION WITH OTHER FORMS OP RNEROY 

The introduction and competitive impact of natural gas in the 
energy economy will first of all affect the gas industry. It is ex¬ 
pected that most of the distribution systems supplying manufac¬ 
tured gas will turn over to natural gas within a few years. Of the 
different kinds of manufactured gas, coke-oven gas will be the 
most affected. To obtain the best return, this gas will therefore 
have to be supplied to a few major industrial consumers (iron and 
steel, chemicals) in suitable geographical locations. Tlic price 
then will have to be charged for bulk supplies of natural gas to 
industry. 

Other sectors of the gas industry will likewise be varyingly 
affected—refinery gas, and petroleum products used as raw ma¬ 
terials for manufacturing gas for public distribution. How¬ 
ever, the contraction of this outlet should not cause financial 
problems for the oil industry anywhere near so great as those 
facing the coking plants. As for liquefied petroleum gas and light 
oils used for making or enriching town gas, they should easily 
bo able to find fresh outlets in the chemical industry to make up 
for markets lost with the gas industry. 

Natural gas is technically capable of replacing other forms of 
energy to an upper limit of some 70 per cent of total primary energy 
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requirements. It docs not compete with motor Aiels or cicctiicity 
for motive power and lightings or with metatUirgical coke used in 
blast furnaces. F.vcn in those latter uses, however, it may well 
undermine traditional energy sources. 

By and large, at current price levels in Europe, ind/ffVNous coal 
has not been able to compete effectively with natural gas any more 
than it could compete with oil products, except where it bus en¬ 
joyed special protection, either for thermal purposes (power 
stations) or in specific markets (iron and steel). Despite the inertia 
a.ssocialcd to some extent with the need to install new equipment 
and to convert appliances, the experts consider that the growing 
availability of natural gas will speed the rundown of coal in Europe, 
and that the impact will be greater in the final consumption sector 
than in generation of electricity. 

The increasing use of natural gas has reduced the growth rate 
of oil. Here it is not so much a ease of dia'ct substitution, in that 
natiUvtl gas has claimed its share both as a substitute for coal and 
in the i>vcrall grow'th of energy requirements. Natural gas i'J 
even more convenient than oil but the dilTcrencc is less than with 
coal. Overall, natural gas is inainry a competitor for the lighter 
fractions (gas/diesel oil, light fuel oil) in markets where its advan¬ 
tages count most, but prices generally favour oil products. The 
price policies adopted in the \'arious European countries, and the 
fiscal burden on liquid fuels, influence competition between na¬ 
tural gas and oil. 

Competition Ixjtwccn naiurai gas and electricity is in ct>oking 
and water healing. In the case of heating and other non-specific 
uses in industry, the competition is wider since oil and, to a lesser 
extent, coal .arc also involved. 

In Europe, with the partial exception of France, Italy and 
Austria, coni'jctition until recently was bctw'een gas manufactured 
from coal and oil and electricity mostly generated from the same 
sources. As they arc out-priced by oil, gas and electricity have 
relied on their specific qualities to retain certain markets. The 
advantage of electricity is that it has more applications than gas; 
it is essential for lighting and for many other uses in the home, 
while it has a captive market in industry and it has advantages for 
railway transport 

The Future Impact 

To assess the future impact that natural gas will have on other 
forms of energy, the amount which could be made available must 
be estimated. National forecasts suggest that the quantities of 
natural gas which could be made available on OECD market 
around 1975 can be assessed at a total of 115 to 120 Mtoc a year 
(135 to 140 10(9)) m(3)). 

Alongside the mcdium-iorm national forecasts, the c.xpcrls 
put lorward overall hypotheses as to production and, by compari¬ 
son with forecasts of energy requirements, they assess the probable 
impact of natural gas on other energy sources. Producers fix 
the rate at which their reserves arc to be released on the basis of 
several factors including : 

(I) Economic and technical conditions of production, transport 
and distribution; (2) The state of the overall energy market w'ithin 
the OECD; (3) The relative prices of other forms of energy; (4) 
The prospects tor renewing gas fields as they become exhausted. 
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and of making new discoveries; (5) The prospects of recourse to 
imports from third countries; and (6) Government policies. 

Depending on the relative weights of these six factors, hypo¬ 
theses are advanced as to the rate at w4u'ch reserve will he released. 

Hypothesis A, that reserves will be exhausted in 30 years, 
correspimds to the lower limits for indigenous production. In 
practice, the trend of production from each field will probably 
depart from the model and the output rate will be reached only 
gradually; this method will, however, give a reasonable overall 
csiimaie of the production level that will be reached in long term. 
Under these conditions, production may raise to 135 10(9) m(3) 
or some 115 Mtoe a year. In view of the time required for produc¬ 
tion at the gas fields to get info its stride and the need to establish 
a transport system, this level could in practice be achieved around 
I97.S. 

Hypothesis B is exhaustion of c.xisting gas fields in 25 years, 
which w'ould be possible if significant additional discoveries allow¬ 
ed higher production rates. The estimated level of output in this 
ease is 161 10(9) m(3), or roughly 135 Mtoc a year. 

If 12 to 24 Mfex; of gas is imported from non-OECD countries 
111 addition to this OECD production, the total annual availabi¬ 
lity of gas on OECD markets from 1975 onwards may be betwccif 
a minimum of 130 to 160 Mtoe (A) and a maximum of 150 to 160 
Mtoc (B). 

Degree of Penetration 

Based on member-countries' forecasts and these two hypotheses, 
natural gas could cover between 10 and 14 per cent of total primary 
energy requirements in 1975. In 1967, natural gas accounted for 

3.2 percent of overall energy consumption which amounted to 

830.2 Mtoc. The situation will differ from country to country. 
Growth will be marked in regions close to large gas fields of the 
Netherlands, the United Kingdom and northern Germany. The 
EEC countries and the United Kingdom stand to bcnefic greatly 
from natural gas, while in other countries the degree of |>encira- 
tion (2.5 percent) could prove well below the rate deduced from 
hypotheses A and B. 

If natural gas is to retain in 1980 the relative market share 
reached in 1975, new resources will have to become available either 
from indigenous production or from imports. The annual quantity 
of gas needed is about 25 to 35 Mtoe (30 to 40 10(9) m(3)); this 
implies the discovery of new reserves of the order of 700 to 1,200 
10(9) m(3), which the experts consider possible. 

The impact of natural gas on the international energy scene is 
three fold. 

First, this relatively new form of energy is a factor)in technolo¬ 
gical progress; the methods used to carry natural gas over long 
distances arc already developed, and submarine pipicines are 
technically feasible. Furthermore, that it « necessary to draw 
upon gas fields located far away from the centres of consumption 
has provided the siimuliis for the immense progress made in gas 
liquefaction and the design of methane carriers. 

Secondly, although it is difficult to foresee what effect natural 
gas will have on prices in the European energy market, since the 
initial capital outlay is very high, it will create more competition 
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and this will benelit consumer prices. In addition, natural gas 
offers not only technical advantages for consumers and fhe 
community as a whole, but also convenience in use and securiiy 
of supply. 

Hirr^lly, nitural gas can also promolc closer international rc- 

WHITHER FARM 

E B 

VIENNA : 

EVENTS are compelling Europe lo a greater sense of reality 
than it has been obliged to experience for a long lime. The 
diftressful immediate post-war period of the late forties ga\c way 
in the early fifties to a sense of new strength and a wealth of new 
ideals. Principal among those was the concept of unity, inspired 
on one side by the political and economic unity achieved by the 
United States in the last century and impelled by the militant 
political contemporary division of contemporary Europe between 
communist and non-commimist. 

The Common Market was formed with this idea of unity and 
.ichievcd some degree of it by three processes genuine agreements, 
agreements achieved chiefly by an impelling desire to agree some¬ 
how with a lurking certainty of deep disagreements ahead and by 
the Market's exclusiveness which enabled only six states to be¬ 
come the economic core of non-communist Euro|>c. The Kennedy 
Round of thccarry sixties, with similar forced Ias(-miiuite agreo- 
ments, added to tlw euphoria of unity. 

Awakened Europe 

Now, in the late sixties, Europe has been awakened by a sciies 
of financial mishaps to the fiict that it is scarcely united at ail. 
Speculative movement of numCy has upset not only the non-Mar- 
ket British but has compelled the French to devalue the franc and 
the Germans to revalue their maik sharply upw'aids. 

The Market's reaction lo these two changes in its members’ 
money values shows clearly that sauce for the goose is not sauce 
for the gander in that organisation. 

When the franc w'as devalued in August the Market's council 
4if ministers allowed France to impose bordet taxes to protect its 
farmers and hall the rise in French food prices. Now that 
Germany has raised the value of the mark, the Market ha> rejected 
a proposal by its government to compensate directly German 
•farmers for an estimated £200 million loss of earnings annually 
by taxing German agricultural imports. 

The Market agreed to make a contribution lo the cost of 
compensating the German farmers only after a face-saving formula 
was found which will not involve the Market’s members in any 
extra expense. West Germany is to get the money which the 
Common Market would have been paid in subsidies to French 
agricultural exports had the French market not been isolated after 
the franc's devaluation in August. This means that, after a 
difficult, grudging debate, lasting over 24 hours, the Market has 
agreed, >vithout going to extra expense, to pay the Germans a 
total of some £63 million over two years lo help meet the German 


lations, as natural gas market will inevitably become increasingly 
international as the years go by. To take the best possible ad¬ 
vantage of this heritage, undreamt, less than ten years ago, OECD 
members will have lo combine their efforts towards measures which 
w'ill promote economic growth and take the interest of other 
countries into account. 

PRICE POLICY? 

BROOK 

farmers' loss of about £201) million annually in earnings. The rest 
will, presumably, have to be met by the German tax-payer. The 
difference in thctrcatmcntofFranccandofGcrmany in their diffi¬ 
culties is marked and the explanation that the German difficulty 
was ‘‘an emharrassment of riches” is insufficient. The Market 
may have saved for the moment its system of common prices, 
but it has scarcely saved its face. 

Ignoring the fact that German farmers have for sevcial years 
lx:en paying fairly heavily through the Market prices to support 
Ficnch farm prices, the govemnients of France, Italy, Holland. 
Belgium and Licxcmbourg insisted until the last moment that the 
German government should comiKiisatc its farmers unsupported 
from the Maikets’ treasury. 

Basic DIsabllitUs 

It is clear enough that the Common Makert's faun price policy 
K crumbling. It ha.s been common only in name since the French 
devaluation in August and has been fiiirly completely knocked 
down by its attitude to the German problem. The Market’s 
farm policy is sufl'ering now from the effects of its two basic dis¬ 
abilities — the lack of a supporting common money policy and the 
wcaknc.ss engendered througli unity having been achieved only by 
the desire to avoid disruption. 

t hese deep Market problems ie\cal the need for some franker 
and bolder thinking in that organisation which may be helpful 
ill finding a solution by the Market “summit" at The Hague 
next month, but no one is building loo much hope. On the con¬ 
trary, the last three months’ developments make growth of 
the Market less certain than ever before. With so many basic pro¬ 
blems of conflicting national interests within itself it is becoming 
also less certain that the Market as a whole will want Britainito 
become a member. Fhe Market has not achieved a single unit in 
the full sense of the word, and knows it. 

There is not only a serious lack of common nionciaiy policy 
and a conflict of interests over agricultural policy but tlic Market 
has failed so far also in more technical matters, such as being un¬ 
able to establish a common company Luv or to establish intei- 
national companies within itself. 

As far as Britain is concerned, the coni mein is much mote 
impressed and influenced by its sales cfforls in Europe than by its 
negotiations in Brussels which have for some time been some¬ 
thing of a bore lo everybody. 

The continent is akso aware that the genuine British wi.sh to 
join the Market is receding, that it is averse to the Treaty of 
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Rome and even more averse to that treaty's implications. British 
efforts for organisational integration into Europe are being in- 
cieasingly regarded as a mistake on the continent and as of no 
benefit to cither party. Europe does not want and would not 
welcome an internal British influence but is impressed by its sales 
effort which is having incioasingly satisfactory results even in such 


difficult markets as West Germany. 

The Market needs a breathing space to settle its inicmul 
\\ith fercnccs in method and purpose and to reconstruct its basis 
sufficiently to be able to satisfy those technical and legal ureas 
which it has so far made no attempt to cover. 


INDO- SOVIET ECONOMIC COOPERATION 


A. I. ALIKHANOV 


J^URlNCi Its entire history, the Soviet Union has considered 
It its duty to render practical aid to other peoples. The economic 
relations of the Soviet Union with the ncwly-indcpcndcnt states 
arc based on ideas of peace and friendship among nations, on 
principles of C(|uality, non-interference in internal affairs and 
support against imperialism and colonialism. The economic 
co-operation with India occupies an important place in the econo¬ 
mic relations of the Soviet Union with developing countries. 

The fifteenth annivcrsaiy of Sovict-Indian economic and 
technical co-opcralion will he on February 2, 1970 which was 
ushered in by the signing of the agreement for the coiisti uction 
of the first stage (one million tonne) of the Bhilai steel plant. 

I his co-operation was strengthened and expanded in later years 
and is an impoiiaiii factor in the development i>r fiiendly 
lelations bciwvvn the two countries at present lime 

Astistanca to Public Sector 

A churactciistic feature of Stwict-lndian economic co-oi)eia' 
lion, is that the Soviet Union renders assistance mainly for the 
development and strengthening of public sector in the key branches 
of the economy, thereby laying a basis for the development of 
India's industry and the consolidation of her economic indepen¬ 
dence, >0 ul.il for raising the living standards of the Indian 
people 

Dozens ol large iiidustnal pn>iccls have Ix'cn built m India’s 
public sector w ith the co-operation of the Soviet Union These 
enterprises have already been making considerable contribution 
to the development of the Indian economy. 

Today India lias capacity for the production of nine million 
tonnes of >teel annually, out i>f which the Bhilai Steel Plant accollnl^ 
for 2.5 million tonnes, or 28 per cent of the total. Work is 
underway to expand the plant to produce 3,2 million tonnes of 
steel annually, which v ill still further increase its role in the 
iron and steel industry of the country. Since the beginning of 
its operation, the Bhilai steel plant has produced about 12 million 
tonnes of .steel and 10 million tonnes of rolled metal which have 
v^nablcd India to save hundreds of millions of rupees in foreign 
exchange. 

Bhilai supplies its products not only to satisfy the demand 
for steel inside the country i it was India's first metallurgical enter¬ 
prise to cxivort its output in large quantities to foreign countries. 
The plant has already exported to Japan, the USSR, Ceylon 
and oihcr countries nearly two million Kvnncs of its products, 
chiming hundreds of millions of rupees in foreign exchange. 

Another large iron and steel project - the Bokaio Plant i> 
now under construction with Soviet ci>-operation. Its initial 


Mr A. 1. Alikhanov is Counsellor for Economic Affairs, 
USSR Embassy In India 


capacity js 1.7 million tonnes of steel year, with a total 
capacity of four million tonnes eventually. The construction 
and a^'sembly work i.s in full swing at the site of this plant. 

The plant has been designed keeping in view the latest advances 
in metallurgy, with large blast furnaces each having a capacity 
of 2,000 cubic metres, and jamciting of steel in convertors by 
using oxygen. The commissioning of the first stage of the plant 
will considerably reduce the imports of sheet steel thus saving 
huge amounts of foreign exchange annually. < 

For the dcvcIopnKiit of non-ferrous metallurgy in India, the 
construction of aluminium project in Korba to produce 100,000 
tonnes of aluminium annually -ihe first aluminium plant in the 
public sector -will be of great importance. 

Contribution to Industry 

Constructioii ol up-to-date machine-building plants, with 
Soviet co-opcralion. is also of great importance for the indus¬ 
trialisation of the country. T hese include the Heavy Machine 
Building Plant in Rarclii with a capacity to produce 80,000 
tonnes of machinery and the C oal Mining Machinery Plant in 
Durgapur with a capacity for producing 45,000 tonnes of mining 
equipment a year. The Heavy Electrical Equipnienf.s Plant in 
Hardwar, can annually manufacture turbines and generators 
with a total capacity of 2.7 million kilowatts. 

With these enterprises attaining the rated capacity, India 
will be able to meet her requirements for many types of industrial 
equipment, including metallurgical, mining, oil-drilling, power 
and other equipment. 

The industrial projects, constructed in public sector in rcx'cm 
years including those set up in co-operalion with the USSR, make 
It possible to set up new industrial projects on the basis of indi¬ 
genous equipment and materials. Broad vistas are also opening 
up for the export of industrial equipment to third countries. 

More than 60 per cent of equipment for the Bokaro steel plant 
IS being produced by Indian enterprises and a considerable part 
of it at the machine-building plants in Ranchi, Durgapur, Hardwar 
and at the Kola Precision Instrumcnlr Plant. For the sake of 
comparison it may be pointed rut that for the first stage of the 
Bhilai steel plant about 90 per cent of the equipment was delivered 
by the USSR. The plant in Hardwar together with two other 
public sector heavy electrical equipment plants have made it 
passible not only to equip the thermal and hydro-power station^ 
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w*th machinery manufactured in ihe.se plants but also to trans¬ 
form India from an importer of power equipment to an 
exporter. 

Before Independence, almost all the requirements of India in 
oil and oil products was imported, thus draining a huge amount 
of hard currency. However, with the cooperation of Soviet spe¬ 
cialists and on the basis of the equipment supplied from the USSR, 
the Oil and Natural Gas Commission carried out an extensive 
programme of prospecting work in the country on a scientiOc 
basis, which resulted in the discovery of oil in large quantities. 

About 20 oil and gas deposits have been discovered. During 
the period of Sovicl-Indian cevoperation in this field, the Oil and 
Natural Gas Commission has extracted more than 12 million tonnes 
t>f oil, enabling the country to save over 1,000 million ruixics in 
foreign exchange. 

As a result of researches conducted on the Soviet seismic ships 
“Akademik Arkhangclsky” wide prospects have opened up for 
oil prospecting in the Gulf of Cambay. The Soviet and Indian 
technicians will start work on this early next year. To process 
the extracted oil, large modern oil refineries have been 
built with Soviet technical co-opcation in Barauni and Koyali 
with a capacity of three million tonnes per year. 

As a result of fruitful Soviet-Indian co-oi>eration in the field 
ofoilextraction, the public sector accounts for more than 50 per 
cent of the entire oil cxti acted in the country, while the capacities 
of the state-run oil rcfincric.^ in Koyali and Barauni make up 
nearly 35 per cent of tin a I Indian capacity in oil refining. 

With the co-operation of the Soviet Union, fifteen power 
stations, including power units in industrial establishments, with 
a total capacity of about 3.2 million kw have either already been 
built or arc nearing completion. 

The USSR is co-operating with India in building several enter¬ 
prises of the coal-mining industry in Korba, Madhya Pradc'h. 
Two years ago a quarry at Manipur was completed and brown 


coal mined there is utilised to operate the Korba power station. 
The Banki mine has been put into operation. Construclion of 
Surakachhar mine and Kathara washcry is nearing completion. 

The economic advantage of co-operation IxJtwecn India and 
the Soviet Union finds its expression in increasing employment 
opportunities for the people and, ultimately, in raising the 
living .standards. The construction of new- projects also sti¬ 
mulates (he creation and dc> clopment of allied branches of indus¬ 
tries. For instance, as a result of the construction of steel plants 
the extraction of oi'C, coking coal and Iime.stonc began to develop. 
On the basis of the products of oil refineries, plants for producing 
chemical fertilisers and petro-chemical items arc being set up. 

Sovict-Indian economic and technical cooperation is very 
broad and many-sided. About 65 industrial and other projects, 
of which nearly 30 have already been fully or partly commission¬ 
ed, arc being built with Soviet cooperation. 

At the present stage of Soviet-Indian economic relations much 
attention is being paid to questions of raising the economic effi¬ 
ciency of the enterprises constructed with Soviet co-operation, 
including problems of planning, organisational stnicturc and 
management of big industrial projects, training of personnel, 
raising labour productivity, full utilisation of existing capacities, 
reducing of production costs and marketing of products. 

These measures contribute to raising (he profitability and 
economic efficiency of the enterprises. As a part of the Indo- 
Soviet technical collaboration, more than 2,000 Indians have 
been trained in USSR and about 30,000 technicians in India. 

The Sovict-Tndian economic co-oiKrution will continue during 
India’s fourth live-year Plan in the development of main branches 
of heavy industry including the construction of Bokaro steel plant, 
the further expansion of the Bhilai steel plant, the construction 
of a large aluminium plant, oil and gas prospecting and extrad- 
lion, and in the sphere of training technical personnel. 
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I have always been holding' the view that 
Mrs Indira Gandhi's instinct or talent for 
political strategy is being grossly exaggerated. 
It was surely stupid on her part to have hied 
nomination papers on behalf of Mr Saiyiva 
Reddy if sabotaging his candidature subse¬ 
quently was at all one of the tactical possibilities 
she was reckoning upon all the time. Even 
she must have since realised the irreparable 
harm this act of hers has done to her claim to 
integrity, personal or political. It could be 
argued, of course, that she deliberately chose 
not to disclose her hand too soon and that 
her purpose was to encourage a false sense of 
complacency in the other camp about Mr 
Saqjiva Reddy's candidature. That through 
this manoeuvre she gained time may be readily 
conceded. But, on balance, this tactical ad¬ 
vantage is as nothing against the damage done 
to her image. Memories of her prevarication 
and double-dealing arc bound to haunt the 
public long after other ghosts of this political 
battle have been laid. 

Mrs Indira Gandhi's second great strategic 
blunder was the false accusation engineered 
against the Congress President that he had been 
conspiring with the ^watantra party and the 
Jana Sangh for toppling her administration. 
Even at the time this charge was made, it failed 
to win credibility on any significant scale and 
once its true nature was revealed in the ‘unity* 
resolution of the Congress Working Committee, 
the Prime Minister's political and personal 
standing received another mortal blow. These 
self-inflicted injuries on her political or moral 
personality are bound to harm her and her 
cause seriously indeed before the curtain is 
rung down on her power struggle. 

The latest in the series of errors of judgment 
committed by Indira Gandhi's camp was her 
failure and the failure of other members of the 
Working Committee who are with her to attend 
the meeting of that body held on November I. 
This withdrawal or retreat from a key battle 
in her confrontation with her opponents or cri¬ 
tics in the Congress organisation was perhaps 
the flrst and certainly the most obvious exhi¬ 
bition on her part of a certain lack of certainty 
or cold courage in her dealings with Mr 
Nijalingappa and his colleagues. 1 concede 
that there was every po.s$ibility of the Prime 
Minister being out-voted at that meeting of 
the Congress Working Committee, but even 
then she could have gained great propaganda 
advantage by fighting out the issues at that 
session of the Working Committee. The fact 
that she did not opt for the bolder course but 
chose to stage a rival meeting at her place 
was suggestive of the possibility that the strain 
was beginning to tell on her and her camp. 

♦ * 

Is the front presented by the Prime Minister’s 


camp as solid as it may seem? I wonder. 
Even if no credence is to be given to rumours 
that Mr Chavan has started protecting his 
interests as against Mr Jagjivan Ram in the 
cabinet hierarchy, it is becoming increasingly 
evident that that familiar favourite of the 
Printc Minister, Mr Dinesh Singh, is finding 
himself in a position where his friends at the 
court arc becoming fewer and fewer. It is 
perhaps not very important that that other 
aspiring young man in Mrs Indira Gandhi*.s 
entourage. Dr Karan Singh, is no longer above 
finding means of one kind or the other for 
sniping at the Minister for External Affairs, 
but it is certainly to the point that Mr Dinesh 
Singh's standing in the 'kitchen cabinet' may 
have begun to suffer at a time when quite a 
few people in the ruling party are apparently 
coming to believe that he may not be the best 
Foreign Minister that even the present central 
government can have. 

Whether Rabat proves the last straw or not 
remains to be seen. But Mr Dinesh Singh’s 
apparently noble w^illingncss to accept res¬ 
ponsibility for this episode has not been able 
to produce any impressive impact, especially 
after Mr Fakhruddin Ali Ahmed's assertion 
that the leadership of the ill-fated delegation 
was not courted by him but was, on the 
contrary, thrust upon him. With the Minister 
for Industrial Development not being too keen 
on owning the baby, Mr Dinesh Singh may 
well have second thoughts on the demands of 
collective responsibility. Rabat may not be 
the only place where all the intrigues about 
Rabat look place. 

* * 

No court is complete without its clown- 
and the only question that is to be asked about 
Mr Khadilkar’s inclusion in the Council of Mi¬ 
nisters at the centre is why Mrs Indira Gandhi 
had not bought herself one earlier. If there is 
another Member of Parliament who is more 
woolly-headed or long-windcd than the newly 
appointed Minister of State for Supply, I, for 
one, have yet to meet him. I have no doubt at 
all that Mr Khadilkar will be able to contribute 
greatly from the Treasury Benches to the enter¬ 
tainment of irreverent legislators. Even so, 
the question must be asked whether it was quite 
proper on his part to have delayed resigning 
from the Deputy Speakership of the Lok Sabha 
until the very moment when the Prime Minister 
felt able to provide him with a berth in the 
Council of Ministers. If 1 am not mistaken, Mr 
Khadilkar had made up his mind not to conti¬ 
nue as Deputy Speaker once he was passed 
over for the Speakership when that office fell 
vacant (on the resignation) of Mr Saixiiva 
Reddy* In these circumstances, was it quite 
ethical on his part to continue to hold his 
then office and that too when the Lok 


Sabha was conveniently not in session- 
and enjoy its emoluments, perquisites and pri¬ 
vileges simply because the Prime Minister 
was not in a position for the time being to 
accommodate him with a state ministership? 
But then why should wc expect Mr Khadilkar 
or any other individual politician to be so 
overscrupulous in these matters when the pre¬ 
vailing atmosphere is what it is? 

* « 

On November 1, The Indian Express editorial¬ 
ly charged Mr Inder Gujral with planting a 
"fictitious story' * on the Press Trust of India 
and categorically stated that the Minister and 
the news agency concerned *'have a great deal 
to answer for". The complaint related to a 
report put out by the PTI late in the night on 
October 31 to the cflect that the Congress 
President had decided to suspend Mrs Indira 
Gandhi, Mr Jagjivan Ram and Mr Fakhruddin 
Ali Ahmed from the primary membership of 
the Congress parly. As The Indian Express 
narrated the incident, *‘a little later, apparently 
as an after-thought, Mr Chavan's name was 
also added to this distinguished list." 

To quote further from the editorial : 

"The country was told that 'the decision to 
make these unprecedented moves, with far- 
reaching consequences, both for the party 
and its governmenta, followed day-long con¬ 
fabulations in the syndicate camp'. Not 
content with this, the news agency informed 
its subscribers that ‘the syndicate leaders are 
also understood to have decided that the 
Congress Parliamentary Party be asked to 
elect a new leader in place of Mrs Indira 
Gandhi before the Parliament session begins 
on November 17'. The first report created 
the impression that the Congress President's 
camp was the source of this sensational news. 
However, when the suspension story was 
categorically denied by Mr Sadiq Ali on behalf 
of the Congress President, the news agency 
put out a revised story which revealed ‘leading 
supporters of the Prime Minister' as the 
source of the original report." 

The Editor-in-ChIcf of The Indian Express 
returned to the charge on November 3 when 
he wrote in his column, **So low has political 
morality sunk that a Minister of State, control¬ 
ling the government's mass media of commu¬ 
nication was emboldened last week to plant 
a fictitious story on a gullible or servile news 
agency". 

There is surely sufficient material here for 
an inquiry to be instituted by the Press Council. 
The Indian Express could, of course, take the 
initiative. There is also an obligation on the 
part of the All-India Newspaper Editor^' 
Conference to move the Press Council in this 
matter. Finally, the Press Council itself could 
act on its own. 
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CHANGES IN UNION CABINET 

MK R. K. KlKulilkai was sworn in is 
Minister of State in the union Ministries' 
i>r Supply as \KoII as \ iiiunse icccntly. 
Mr Ram SuMia^ Singh, Minister 
for Railways. \\:'s dropix.‘d fioin 
the cabinet b\ the Prune Minister on 
November 4. The union Law Minister, 
Mr Ciovinda Ment>n, has been rcciucsied to 
handle ihcRaiIwa\s portfolio till allcmatc 
arTangemciTt> arc made 

JUTE LEVY TO STAY 

The union Minister for Foreign Iiade. 
Mr B. R. Bhagal icccntly ruled out either 
.1 reduet U>ii or abolitiiMi of ex pot t duty in 
the immediate future on all jute goods, 
including carpel backing, hessian and 
sackings, flic Minister stated that the 
question wt>uld come up lor review c>nly at 
the time of framing the budget. Addies- 
sing the fust meeting i>l the newly consti¬ 
tuted Juto IcMilc Consultative Ci>unei], 
Mr Bhagai elaiiliod that the export duty 
on jute was being retained not Isccaiisc of 
the levenue to the exchequer but because 
its ivduvlion was not likely to iiKicasc 
esjsorl earnings, .ludging the compelitive 
position of the iuie nhinufacliiicrs in tlic 
vvoild maikei and in view of the high 
ruling prices of licssian and sacking, the 
government luid decided against any le- 
iluction of the export duty i.i the context 
of X uncut Irad'ng conditions. 

LEAD BANKS 

I he consultative loriini of 14 national¬ 
ised banks at its lust meeting held in 
Mew Delhi rcccmiy decided to set up 
“lead banks” in evciy district of the 
counliy with a view to tilling uji the cicdit 
gap. Announcing this, the Covet nor of 
the Reserve Huiik, Mi F. K. Jha, stated 
that the lead h.inks would be named 
shortly. 

PUBLIC SECTOR BANKS 

A co-ordination committee of public 
sectors banks w illi Mr R. K. Talwar. chair¬ 
man of the State Bank of lndia» as chair¬ 
man and Mr b.K.F. Marinun of Union 
Rank of India as vice-chairman has been 
formed. The decision was taken at a 
meeting of ilie chairman of the Slate Bank 


Winds 

o\' liulia and the custodians of the 14 
nationalised banks lecently . All the 
public sector banks will be leprcscntcd on 
the coniniittcc. The State Bank of India 
will join flic Indian Bank.s' Association. 
I he co-oidmaiion committee considered 
ways and means to prevent unhealthy 
competition amongst (fie public sector 
hanks. 

VANASPATI PRICES 

Vanaspaii juices have lx‘en reduced by 
50 paise jier kg in the north, south and 
cast /.ones and by 60 paise per kg in the 
west /one. The reduced prices^ which 
are cfTcolive fiom November 8, have been 
notillcd by the government under the 
Vcgelablc Oil Products Control Order, 
1947, separate prices being fixed for sale, 
by producers, wholesalers and retailers. 
Vaiuispali piicc.s, were last revised on 
.luiic 2.^^. 1969 and had icmained un¬ 
changed for the past four-and-a half 
months. With the substantial fall in 
groundnut oil prices during recent weeks, 
it has become possible to clTccl a reduction 
111 vanaspati prices. The inuxinium 
retail pMcc'‘ of vanaspati in the diflcient 
pack-'-i/cs and when sold loose, exclusive 
i)f sales lax and other local taxes, will be 
as follows. 

Loo.se 

/one 16 5kg 4.0 kg. 2.0 kg per kg. 

(Rs.) (Rs.) (R-) (Rs.) 

North 77 17 20.42 10.67 4.63 

South 76.59 20.28 10.60 4.64 

Last 77 40 20.48 10.69 4.69 

West 75.00 19.89 10.40 4..56 

PRICES OF FERTILIZERS 

The union gov^ernmcnl ha.s revised the 
pool issue prices of imported ammonium 
sulphate (colour and powder variety only) 
for supplies to states and union territo¬ 
ries. The revised prices come into force 
from November I, 1969 and arc reduced by 
Rs 50 per tonne. The price, inclusive of 
countervailing import duty, has been fixed 
at 435 only for 50 kg packing and 
Rs 424 for 100 kg packing. However, 
there is no change in the distribution 
margin. The union department of Agri¬ 


culture has requested all the state gov¬ 
ernments to instruct dealers and distiibu- 
lors accordingly. All plantations and 
indigenous manufacturers have also been 
informed of the revised prices. For them, 
the price incliLsivc of countervailing import 
duty, has been fixed at Rs 460 for 50 kg 
packing and Rs 449 for 100 kg packing. 
There is no change in the distribution 
margin. 

LIBERAL CREDIT BY R. B. I. 

Tlie Reserve Bank of India has decided 
to continue its liberal credit policy initiated 
in 1967, for the curjent busy season. The 
Govcnior of the Rcscr\|c Bank, Mr L. K. 
Jha, told the chairmen and chief executive 
of the major banks recently that though 
the increase in agricultural production 
and the continued revival of industrial 
output was likely to generate additional 
demand for bank credit, the banking system 
a.s a wliolc should have no difficulty for 
the present in meeting genuine seasonal 
requirements. Bankci^: w'erc told that fljc 
various facilities now available to 
of obtaining refinance at the Bank rttt^i 6Y 
at concessional rates in respect of priority 
sectors will continue to lie available. 

KOTHARI GROUP MERGER 

Six c(»mj’»anies in the Kolhari group aie 
proposed to he amalgamated into one new 
cornn.iny to be styled as Kothari Ltd. 
The companies arc Blue Mountain Fstate 
and Industries Ltd, Waterfall Estates Ltd, 
Balinadies Plantations Ltd, Kolhari Siigais 
and Chemicals Ltd, Kothari Textiles Lid, 
and Adoni Spuming and Weaving Co. Ltd. 
For 50 existing shares of Rs 2 each shaic- 
holdcrs of Blue Mountain Fstates Industries 
Ltd, will gel 10 shares of Rs JO each of 
the new company. For 50 existing shares 
of Rs 2 each, shtircholdcrs of Waterfall 
Fstates Ltd, will receive 13 shares of Rs 10 
each of the new company. For Balmadies 
Plantations Ltd, the proportion is eight 
shares of Rs 10 each of the new compajiy 
for the existing 50 shares of Rs 2 each; 
For Kolhari Sugars, it is nine shares of 
Rs 10 each of (he new company for 10 
existing shares of Rs 10 each. For Kothari 
Textiles it is eight shares of R$ 10 each, 
of the new compfcy for 10 existing shares 
of Rs 10 each and for Adoni Spinning it is 
seven shares of Rs 10 each of the new 
company for 10 existing shares of Rs 10 
each. The preference share, of Waterfall 
Estates and Balmadies Plantations will 
be redeemed. For the preference share- 
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holders of Kothart Textiles and Adoni 
Spinning, the new company will issue nine 
per cent cumulalivc redeemable preference 
shares at par. 

I. 0. C. DIVIDEND 

Mr N. N. Kashyap, Chairman, Indian 
Oil Corporation, presented recently a 
cheque to Dr Triguna Sen, union Minister 
for Petroleum and Chemicals and Mines 
and Metals, for Rs 4.98 crorcs as dividend 
to the government from the profits earned 
by the Corpt)ration during the year ended 
March 31, 1969. The dividend declared 
works out to seven per cent on the equity 
capital. Last year also the Corporaion 
had declared a dividend of seven per cent. 
The Corporation’s turnover recorded a 
new high at Rs 526 crorcs in 1968-69. 
It earned a gross profit of Rs 32.41 crorcs. 
Profit, after depreciation and interest, 
works out to Rs 18.46 crorc.s. At pre¬ 
sent, Indian Oil meets over 44 per cent of 
the total demund for petroleum products 
in the country. During 1968-69, it distri¬ 
buted 8.11 million kilolitres of petroleum 
products, mostly produced by the refineries 
in the public sector. 

STCs PERFORMANCE 

In 1968-69 the State Trading Corpora¬ 
tion’s exports increased by moi'C than 
100 t>er cent from Rs 23.6 crorcs to 
Rs 48.5 crorcs. As a result, STC’s total 
trade during the year increased from 
Rs 141.2 crorcs in 1967-68 to Rs 167.2 
crorcs in 1968-69. Net profit of the STl’ 
increased from Rs 2.3 crorcs in 1967-68 
to Rs 4 crorcs in 1968-69. The equity 
capital increased during the year from 
Rs 2 crorcs to Rs 4 crorcs through 
a bonus issue. It is to be raised furthei 
to Rs 5 crorcs, through another bonus 
issue. The STC achieved a reduction in 
stocks from Rs 40.86 crores to Rs 30.60 
crores and thus the total capital employed 
for sales has gone down from 27.4 per cent 
to 19.1 per cent. The STC, at present, 
has 13 offices abroad. 

SIEMENS’ EXPORTS 

Siemens India Ltd, have recently exported 
the first consignment of HT cables worth 
Rs 10 lakhs to Singapore. The total 
contract is for Rs 60 lakhs, and shipments 
have to be completed before the middle of 
next year. The contract awarded* by the 
Singapore Public Utility Board has been 
won in the face of competition from deve¬ 


loped countries such as West Germany, 
the UK, Italy, Yugoslavia and Japan. The 
company’s exports during the year 
ending September 1970 are likely to cross 
Rs I crorc-mark 

CABLES FOR KUWAIT 

The Indian Cable Company Ltd has 
received two separate export orders from 
Qatar aiKi Kuwait amounting to Rs 74 
lakhs, on behalf of the Consortium of 
Paper Insulated Cable Manufacturers' of 
India. The order from Qatar is for Rs 54 
lakhs for the supply of 11 kv and 1.1 kv 
cables required by the Slate Electricity 
Department of Doha. The deliveries against 
the order arc to be made between Novem¬ 
ber 1969 and February 1970. The second 
order is from the Mini.stry of Flcclricity 
and Water, Kuwait, for Rs 20 lakhs for the 
supply of paper insulated pilot cables and 
power cable accessories. Deliveries are to 
be made between January and April, 1970. 

ENGINEERING EXPORTS 

The export of engineering goods in the 
first half of this year (April-Scptembcr) 
have been placed at Rs 43.40 crores 
against Rs 38.28 crores in the same period 
of last year. The industry has fixed a 
target of Rs 110 crores for the year and it 
is hoped that it could be reached if the 
supply of steel is assured. The govern¬ 
ment has arranged for the import of 60,000 
to 70,000 tonnes of steel which is likely 
to be delivered to manufacturing units 
in January. Last year, the export of 
engineering goods amounted tt) Rs 85 
crorcs. 

TRADE WITH BELGIUM. HUNGARY 

India and Belgium have decided to set 
up a joint committee to review and dcselop 
their mutual trade. This is stated in a 
joint press communique issued following 
the talks between the union Minister for 
Foreign Trade, Mr B. R. Bhagut and Ins 
Belgian counterpart Mr Henry Fayat, 
in Brussels recently. The joint committee 
would also exchange siews on developing 
further the trade between the two sides 
in the spirit of the General Agreement on 
Trade and Tariffs. 

The visit of the Hungarian President 
Mr Pal Lasonc/h to this coimtry gave a 
fresh opportunity to strengthen the eco¬ 
nomic relations beiwccn the tw'o countries. 


Hungary, w'hieh was the fii-st country to 
import rails from this country is believed 
to have indicated that it would be interes¬ 
ted in diversifying the economic exchanges 
between the two countries. It is reason¬ 
ably certain that the Hungarian delegation 
during the official talks here would explore 
the possibilities of adding a few more non- 
traditional items to the trade list. 

TRADE WITH aECHOSLOVAKIA 

The union Minister for Foreign Trade, 
Mr B. R. Bhagat, recently signed a 
long-term trade and payments agreement 
with Czechoslovakia. Under the agree¬ 
ment trade between the two countries is 
c.xpected to total Rs 100 crorcs in 1974 
Both countries will also consider tndusiriul 
cooperation. 

IMPORT OF STEEL 

Mr K. C. Pant, union Minister for Steel 
and Heavy Engineering, stated recently 
that the government was considering 
a proposal for the import of 60,000 tonnes 
of flat steel products on an ad hoc basis. 
Mr Pant, who was inaugurating the annual 
general meeting of the Steel Wire Manufac¬ 
turers’ Association of India, stated that the 
flat products were particularly for those 
engineering units which were export- 
oriented. The Minister also slated that 
the present steel shortage emphasised the 
need for steel industry to plan boldly 
keeping long-term trends in view without 
being unduly influenced by short-term 
fluctuations. He added that in order to 
meet the growing shortage of flat products. 
It was not only necessary to complete the 
first stage of Bokaro but also to take up 
the work on the second stage capacity to 
four million tonnes annually. 

HMFs PILOT LATHE 

The first HMT-mude pilot copying 
lathe rolled out of the assembly line 
from the Kalamasscry unit of the HMT 
recently for despatch to a private firm 
in Faridabud. This marked the final 
stage of indigenisation of pilot copying 
lathes. The first stage started when 
a few machines with about 90 per cent 
import content were completed in July 
1967. The pilot lathe, which is a completely 
tooled up machine, is widely used for mass 
production of components in automobile, 
tractor, diesel engine and pump industry 
and for defence production. 
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HINDUSTAN MOTORS 

HINDUSTAN Motors l td proposes to in- 
crciise its aulhoriscd capital from Rs 20 
croics to Rs ?0 croics by the creation of 
a further 7 5 million oidinary shares of Rs 
10 each and 250.(W prcfcicnce shaics of 
Rs 100 each The company has also 
decided to seek the sanction of the Control¬ 
ler of Capital Issues for issuing 2,194.201 
fully paid-up bu)nus shares to the c\biing 
shaieholdcrs in the ratio of I :5 by capiiali- 
sing the icserves. 

The working of the compaiiy during the 
year ended March 31, 1969 revealed a cre¬ 
dit balance of Rs 1.37 croics after taking 
into account the sum of Rs 21.23 lakhs 
brought forward from the previous year 
and after providing for depreciation. The 
directors have proposed to transfer nearly 
Rs 1.22 crorcs to dividend reserve. The 
intciim dividend at the rale of 9.3 |>crcent 
t>er annum on 250.000 cumulative redeem¬ 
able prcfcreiKc shares of Rs 100 each for 
the period June I, 1968 ii» September 30, 
1968 absorbed Rs 7.39 lakhs. The direc- 
tois have rCLommcnded the pa>ment of 
dividend at the rate of one rupee pei 
share on ordinary shares and 250,0(K) 
cumulative ledecmablc piefcrcnce shaicsat 
the I ate of 9.3 per cent per annum for the 
half year ended March 31 1969 fiom the 

dividend rcscivc. 

During the yeai under report, the wor¬ 
king of the company suffered due to un¬ 
settled labour conditions. Another major 
handicap the company has had to face is 
that the government has not permitted it 
to increase the price of cars to compensate 
for the higher cost of production to the ex¬ 
tent it has gone up due to steep increase 
in the prices of basic law mutoriuls, stores, 
spares, salaries, wages, power and other 
expenses. The directors have pointed out 
that from 1952 to 1957 the car price re¬ 
mained constant. In 1956, when the com¬ 
pany proposed to increase the selling price, 
the government referred the matter to 
the Tariff Commission, which came to the 
conclusion that the cars were sold at a loss. 
Thereafter in the year 1957 the company 
was allowed to increase the selling price 
of it.s car to the level of the cost of produc¬ 


tion prevailing in 1956. The directors 
have staled that the company was the first 
to take up the manufacture of car sheet 
metal comnoncnls during 1958, which in¬ 
creased its co.st to the extent of Rs 1,206 
per car. Against the said increase the 
government permitted the company to 
increase the selling price of car by Rs 330 
only as late as in 1959. Since then the 
increase in the prices of motor cars was 
s.inctioncd by the government only to 
coimtcr increases in governmental levies. 

I he company has not been permitted, in 
spite of various representations made to 
them, time and again, to revise the selling 
price of cais to compensate for the higher 
cost of production on account of various 
factors of cost structure. 

During the year under review' the pro¬ 
duction of cars and trucks has been slightly 
higher than that of the previous year but 
very much below the planned targets. With 
the introduction of the new' diesel truck, 
the company has secured an order for 
trucks from C'olombo which has been exe¬ 
cuted during the year. Further orders 
Iroin Colombo and Cairo arc e\|>ccicd. 
Orders for the export of auto parts from 
West Germany have also been booked. 
The company has entered into a collabo¬ 
ration agreement with US Itidiislries. 
USA, for the manufacture of presses of 
vaiious types in this country. 

MYSORE PAPER 

Mr H.Ci.V. Reddy, Chairman and Ma¬ 
naging Director, the Mysore Paper Mills 
Ltd, stated at the annual general meeting 
held recently that the profits in paper in¬ 
dustry started dropping in I960 and rea¬ 
ched a low ebb in 1968. This critical .si¬ 
tuation was corrected, he added, by the de¬ 
control of paper prices. The company 
also improved its position in terms of pro¬ 
duction which was around 21,284 tonnes 
as against 20,427 tonnes last year. In line 
with the increased production, turnover 
increased to Rs 3.90 crorcs as against Rs 
3.24 cTores during the previous year. 
The working results of the company re¬ 
vealed a gross profit of Rs 74.46 lakhs 
as against Rs. 50.20 lakhs last year. The 
directors have proposed to provide 


Rs 37.54 lakhs for depreciation. In this 
manner the prospects of the company 
have considerably improved. 

Mr Reddy pointed out that the total 
borrowing on account of development 
amounted to Rs 3.02 crorcs inclusive of 
foreign currency. The company borrowed 
Rs 70 lakhs from ICICI which enhanced 
to Rs 91 lakhs after devaluation. During 
the following period the company repaid 
Rs 46 lakhs so that the outstanding balan¬ 
ce is around Rs 45 lakhs. The company 
also repaid Rs 5.15 lakhs against a second 
loan of Rs 17.75 lakhs from the ICICI so 
that there is a balance of Rs 12.60lakhs. 
In this manner the cony^any has repaid a 
considerable portion of the loan from the 
ICICI. The loan from the Canara Banking 
Corporation Ltd has Ixxn fully repaid 
by the company. The company has in 
all repaid something like Rs 114 lakhs. 
The Chairman hoped that the arreai-s of 
depreciation would .soon be willed off fol¬ 
lowing reduction in loan and consequent 
reduction in debt service charges. iClj* 
Reddy indicated that during the first six 
months of the current year, the company 
has done quite well and is likely to improve 
its production while keeping its costs un¬ 
der control. The market, he felt, was 
quite finourablo resulting in quick sales in 
paper. He is of the opinion that the com¬ 
pany would soon start declaring dividends. 

ATUL PRODUCTS 

The Alul Products Ltd will enter the 
capital market on November 17, 1969 with 
an issue of 10,000 1979-81 (7.75 percent) 
debentures of Rs 1000 each in units of Rs 
5,000 or rnullipics thereof for public subs¬ 
cription. The issue will close on November 
27, 1969 or earlier at the discretion of the 
directors but not before November 21, 
1969. The entire issue has been under¬ 
written by Unit Trust of India, Central 
Bank of India, The New India Assurance 
Co. Ltd. Mr Shaotilal L. Thar, Messrs 
RasiklaJ Mancklnl & Co., Messrs Har- 
kisondass Lukhmidass, Messrs ChampaklaI 
Devidas, and Messrs Chimanlal J. Dalai 
& Co. I hc company has an aulhoriscd 
capital of Rs 10 erpres and issued capital 
of Rs 4 crorcs. The company has pro¬ 
posed this issue immcet the expansion of 
caustic soda plant, the naphthalene in¬ 
termediates plant, azo dyes plant, optical 
whitening agents as well as housing for 
employees. The company has also several 
projects under consideration for manufac¬ 
ture of various chemical products. The 
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total cost for the next three ye^rs will be 
about Rs 3.49 crores including foreign 
cxchangeTSvhich has been separately arran¬ 
ged for. The company issued in 1964 de¬ 
bentures of Rs 3 crorcs which were pledged 
with the State Bank of India as security 
for a loan of Rs 3 crorcs. The company 
repaid to the State Bank of India R$ 2 
croros against this loan and the debentures 
of Rs 2 crores were released from the State 
Bank of fndia and offered to the public 
by a prospectus dated October 25. 
1968. These debentures have been fully 
allotted. Tlie remaining debentures of 
Rs 1 crorc still remained pledged with the 
State Bank of India as security for a loan 
of Rs 1 crorc, which is repayable in the 
course of 1969. The company has so far 
repaid Rs 25 lakhs against this loan. The 
company now proposes to offer to the pub¬ 
lic these debentures of Rs 1 crorc and out 
of the proceeds thereof to repay Rs 75 
lakhs to the State Bank of India. 

INDIAN RAYON 

The Indian Rayon Corporation Ltd, 
has earned a higher gross profit of Rs 54.40 
lakhs for the year ended June 30, 1969, 
against Rs 33.15 lakhs for the previous year. 
The company’s sales have increased mar¬ 
ginally to Rs 3.30 crorcs from Rs 3.12 
crores. The directors have not made any 
provision for depreciation but have trans¬ 
ferred a sum of Rs 42.18 lakhs to deve¬ 
lopment rebate reserve after wiping off 
the broiight-in deficit of Rs 12.23 lakhs. 
The directors stale in their annual report 
that the company’s working was quite 
satisfactory with the plant operating at 
optimum capacity throughout the year. 
It has recorded a marked improvement in 
the output and sales of coloured yarn. 

ASHOK LEYLAND 

Sales of Ashok Leyland Ltd during 
the year ended September 30, 1969, came 
to Rs 29.11 crores as against Rs 26.15 
crorcs in 1967-68. There has been an im¬ 
provement in the net profit, before deprecia¬ 
tion and taxation to Rs 2.65 crores from 
Rs 2.33 crorcs in previous year. With 
a revival in demand for commercial vehi¬ 
cles it was possible for the company to step 
up output. The directors have decided to 
recommend payment of a dividend of 
nine per cent, taxable, on the equity capital 
against eight per cent, taxable, during the 
previous year. The dividend will absorb 
a sum of Rs 70.10 lakhs as against Rs 
62.30 lakhs last year. The sum set aside 
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for depreciation is Rs 63.48 lakhs and 
development rebate Rs 17.21 lakhs. Taxa¬ 
tion claims Rs 88 lakhs. The transfer to 
general reserve is higher at Rs 28.13 
lakhs as against Rs 21.74 lakhs during the 
previous year. 

RICHARDSON HINDUSTAN 

The directors of Richardson Hindustan 
Ltd, have announced a bonus issue of 
equity shares in the ratio of two shares for 
every five shares held. They have also pro¬ 
posed to maintain equity dividend for the 
year ended June 30, 1969 at 10 per cent. 
The proposed bonus issue will be made by 
capitalising a sum of Rs 20 lakhs out of the 
company’s reserves. The bonus shares will 
rank for dividend for the current year. 
The company has recorded a pretax profit 
of Rs 36.41 lakhs for 1968-69, with taxa¬ 
tion claiming Rs 14 lakhs. The net profit 
amounts to Rs 22.41 lakhs. After taking 
credit for Rs 4.56 lakhs in respect of excess 
provision made for previous years, the total 
available for disposal amounts lo Rs 27 
lakhs. This entire amount has been trans¬ 
ferred to the general reserve out of which 
the proposed dividend amounting lo Rs 
5 lakhs is proposed to be paid. 

NORARJI GOCULDAS 

The directors of Morarji Goculdas 
Spinning and Weaving Co. Ltd have pro¬ 
posed to maintain the cquify dividend at 
Rs 15 per share for the year ended June 30, 
1969. Sales have risen to Rs 11.57 crorcs 
from Rs 10.76 crorcs. The gross profit is 
around Rs 71.82 lakhs . After providing 
Rs 34.80 lakhs for depreciation, Rs 14 
lakhs for development rebate reserve and 
Rs 9 lakhs for taxation, the net profit works 
out higher at Rs 14.02 lakhs as against 
Rs 12.36 lakhs during the previous year. 
General reserve absorb will Rs 14.52 
lakhs, equity dividend Rs 11.21 lakhs and 
preference dividend Rs 1.11 lakhs. 

USHA TELEHOIST 

Usha Tclchoisl Ltd has recorded 
during the year ended Juno 30, 1969, a 
gross profit of Rs 18.20 lakhs as against 
Rs 8.12 lakhs for 1967-68. Depreciation 
has been raised to Rs 2.72 lakhs from Rs 
1.74 lakhs while a sum of Rs 7 lakhs has 
been provided for development rebate. 
Adding the balance brought from the pre¬ 
vious year, there is an available sum of Rs. 
8.51 lakhs. From this Rs 1.33 lakhs has 
been written off against preliminary and 
share issue cxi^nses. A sum of Rs 7.15 
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lakhs has been transferred to general re¬ 
serve. The directors have proposed to clear 
all the arrears of dividends on preference 
shares from 1965-66 to 1967-68 and also 
the dividend for the year under review. 
The dividend on equity shares has been 
proposed to be skipped. 

NAY BHARAT VANIJYA 

The preliminary statement released by the 
Mav Bharat Vanijya Ltd has recorded a 
pretax profit of Rs 8.14 lakhs for the year 
ended May 31, 1969. Depreciation has been 
provided to the extent of Rs 5,880 and 
general reserve has been raised to Rs 
2.96 lakhs from Rs 2.50 lakhs, while taxa¬ 
tion provision has been reduced to Rs 
3.70 lakhs from Rs 3.73 Jakhs. The direc¬ 
tors have proposed to raise the ordinal 
dividend from five to seven and a half per 
cent for the year under review. 

TRACTORS (INDIA) 

Tractors (India) Limited recorded a net 
profit of Rs 40.06 lakhs, before taxation 
and after depreciation, for the year ended 
June 30, 1969 as against Rs 45.56 lakhs in 
l%7-68. The dividend on equity capital 
has, however, been maintained at 17 per 
cent, taxable. The provision for taxation 
is Rs 22.95 Jakhs. The company recently 
announced the issue of bonus shares in the 
ratio of two shares for every five shares 
held subject to the consent of the Controller 
of Capital Issues. 

COCHIN REFINERIES 

Cochin Refineries Ltd has proposed to 
maintain its equity dividend for the year 
ended August 31, 1969 at 21 per cent, in 
spite of a fall in its pre lax earnings to 
Rs 2.47 crorcs from Rs 3.36 crorcs. 
The directors propose to withdra\\ a sum 
of Rs 54. .39 lakhs from reserves so that the 
total amount available for distribution adds 
up to Rs 3.02 crorcs against Rs 4.17 
crorcs. Out of this, development rebate 
reserve claims Rs 1.55 crorcs and the pro¬ 
posed dividend Rs 1.47 crores. No alloca¬ 
tion has been made lo general reserve 
which received Rs 29.84 lakhs in the previ¬ 
ous year. 

STAR TEXTILE 

Sales of Star Textile Engineering Works 
Ltd for the period ended September 30, 
1969, amounted to Rs 1.12 crores, showing 
an increase of 28.3 per cent over the sales 
in the same period of the previous year. 
Tlic production figures also recorded an 
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Increase of 41.8 per cent at Rs 1.49 croros. 
The company hopes to maintain both the 
increases during the financial year ending 
March, 1970. The unexecuted order posi¬ 
tion of the company as on October 1, 10(9 
was Rs 1.25 vrorcs. 

GLAXO 

Glaxo Laboratories (India) Ltd pro¬ 
poses to manufacture additional quantity 
of milk foods and an application for 
appropriate licensing is now before the 
government. During the year, an expan¬ 
sion of 25 per cent in the company’s 
milk food production capacity at Aligarh 
has been approved by the government. Al¬ 
though there has been an overall growth 
of sales in 1968-69, the .sales of many 
products were temporarily restricted by the 
limitations of production. The govem- 
ment’.s letter of intent for a major expansion 
of capacity for vitamin A and laboratory 
chemicals has been received by the com¬ 
pany and it plans to develop these facili¬ 
ties. Construction of additional buildings 
at Thana in Bombay to improve the com¬ 
pany’s facilities for laboratory chemicals' 
manufacture began in October this year. 
The directors have indicated that plans to 
manufacture basic materials for oral con¬ 
traceptives and injectibic iron picpaiations 
are also at an advanced stage and can be 
quickly implemented, when final approvals 
arc received. The company’s application 
to manufacture griseofulvin in this country 
is being discussed w'ith the government and 
the decision is awaited. A range of new 
products, both within the present fields of 
the company and in related fields, aic 
being actively investigated and several 
of these arc in the process of being 
introduced. Some will require new or 
additional manufacturing planr, while 
others assist in the diversification of exis¬ 
ting facilities. The company has now en¬ 
tered into a new technical collaboration 
agreement with Glaxo group, with the 
govenimmi's approval, for five years. 
Following the conclusion of this agree¬ 
ment, immediate steps have been taken 
to establish a research and development 
unit at Thana. 

HINDUSTAN POLYMERS 

The working of Hindustan Polymers 
Ltd for the year ended March 31, 1969 
has resulted in a deficit of Rs 7.13 lakhs 
as against a surplus of Rs 59,000 in the 
previous year, after providing Rs 8 lakhs 
for depreciation and transferring to expen¬ 
diture during construction period Rs 31.87 


lalchs. Together with the deficit brought in, 
the overall deficit amounts to Rs 7.24 
lakhs and is being carried forward. 
The company expects its • styrene 
monomer plant to be ready for operation 
in the third quarter of 1970. The company 
is making arrangements for further supply 
of styrene monomer from the USA, to meet 
its needs. The polystyrene plant commenced 
production during the year and the products 
have been well received in the market. The 
company expects the demand to go up to 
14,000 tonnes a year. The company’s dis¬ 
tillery is oticrating at its rated capacity. 

I.F.C. BONDS 

The 5.75 per cent Industrial Finance 
Corporation bonds. 1981, which opened for 
public subscription on November 3, were 
oversubscribed on the opening day itself. 

LICENCES AND LETTERS OF INTENT 

The following licences and letters of 
intent were issued under the Industries 
(Development and Regulation) Act, 
1951 during the weeks ended June 7 
to August 2. 1969. The list con¬ 
tains the names and addresses of the 
licensees, articles of manufacture, types of 
licences—New Undertaking (NU), New' 
Article (NA); Substantial Expansion (SE); 
<’arry on Business (COB); Shifting - and 
annual installed capacity. 

During the Weeks ended 
June 7 to 21, 1969 

IJCENCES ISSUED 

Ferrous 

M/s Indian Oxygen Ltd Electrodes & 
Equipment Division, P-34, Taratala Road, 
Calcutta-53. (West Bengal)—continuous 
electrodes—140 tonnes (capacity after 
expansion 300 tonnes)—(SE). 

Transportation 

Globe Auto Electricals Ltd Agra Road, 
Mullund, Bombay. (Maharashtra)—igni¬ 
tion coils—50,000 nos; Wind screen and 
w'ipcr motors -50,000 nos.—-capacity after 
expansion on multiple shift basis-(SE). 

Industrial Machinery 

M/s ZclI-Ate Private Ltd 43, Forbes 
Street, Fort, Bombay-1. (Maharashtra)— 
Electromagnetic card, stop and speed steer¬ 
ing device for cards—600 nos. p.a.—(NA); 
M/s Braithwaitc A Co. (India) Ltd. Hide 
Road, Calcutta.23. (West Bengal)—JF 2 
long Jute breaker card--40 nos; JFI— 


cutting breakers card—-10 nos; lF«i0 
teaser card.—10 nos.; JF-3 cutting finisher 
card—lOnos.; JF-41ongjute finisher card— 
30 nos.—(for total value of Rs 120 lakhs)-- 
(NA). 

Omgs Sl Pbarmaceutlcais 

M/s Merck Sharp A Dohme of India 
Ltd.; Dugal House,Backbay Reclamation, 
Bombay-1. (Maharashtra)—-Vitamin B-12 
(Cyanocobialamin)—43 kgs after expan¬ 
sion.—(SH). 

Textiles 

M/s Bharat Spindle Tape Works (Rcgd.) 
P.B. No. 32, Palakol. (West Godavari 
Distt.) (Andhra Pradesh)—cotton tapes— 
65 tonnes on 20 tapes powerlooms—(SE); 
M/s Bhupendra Kumar Navnitlal A Co., 
Behind Alcock Cement Pipe Factory, 
Gomtipur, Ahmedabad-21. (Gujarat)-- 
Cotton Tapes—11 tape looms for the 
manufacture of cotton tapes about 45.440 
rolls per year—(SE). t 

Vegetable Oils and Vanaspati 

M/s Indu Oil A Soap Co., 335, Narsi 
Natha Street, Bombay-9.^(Maharashtra)— 
cottonseed oil—20,000 tonnes in terms of 
cottonseed.—(NA); M/s Mahendra Oil 
Cake Industries (P) Ltd, Arogyanagar, 
Wankaner, (Gujarat)—cottonseed oil- 
9,000 tonnes in tenns of cot(onsced(NA). 

Rubber Goods 

M/s Indian Rubber Regenerating Co. 
Ltd., Plot F-2, Govt. Industrial Estate, 
Wagalewadi, Thana, (Maharashtra)—re¬ 
claimed rubber—7,000 tonnes after expan¬ 
sion—(SE). 

Ceramics 

Shri H. L. Somany, 2-WelJcsley Place, 
Calcutta-l. (Haryana) (Somany Pilking- 
ton’s Ltd.)- glazed tiles—5,400 tonnes 
(NU). 

LETTERS OF INTENT 
Transportation 

M/s International Instruments (P) Ltd, 
P.B. No. 787, Bangalore, (Mysore)— 
manufacture of automative dash board 
instruments for'Ns.S lakh units including 
cables and casing, (after expansion)—(SE). 

Industrial Machinery 
M/s Suessen Textiles Bearings Ltd. 
Bombay-Ahmedabad National Highway 
No. 8, Pratapnagar, Baroda'4. (Gujarat)— 
bottom roller bearings*—1,20,000 units 
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THE GWAUOR BATON SILK MFG. (WVG.) CO., LTD. 

(Pulp Division) 

Birlakootam—Ma voor—Kozhikode 


saves 


enormous foreign exchange for National Development 


by 


manufacturing Rayon-grade Dissolving Pulp out of 
bamboo eucalyptus and wood 


Gram : 'WOODPULP', Calicut. 


Phone ; 3971-74 


Mg. Agents : Biria (Gwalior) Pte. Ltd. Calcutta 
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YESf 

You can obtain 
Product Improvoment 
with Cost Reduction 
in your industry 
with 



EXTRUSHmS 


Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HINDALCO Aluminium 
Extrusions. There are endless applications 
in every industry using fabricated metal 
shapes as components of assembly. A sin¬ 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, H-sections. hollow shapes 
or semi-hollow shapes or special shapes. 

Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? It wilt pay you handsomely to 
do so! Please write to: 

HINDUSTAN ALUMINIUM 
CORPORATION LTD. 

Works: RenuKoot, U.P. 

Offices: BOMBAY 
OELHI.CALCUTTA-MADRAS 




SOOHAGYi 
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-(NA); M/s Bengal Tools Ltd. lodi 
Mansion, P/15, India Exchange Place, 
Extension, Calcutla-12. (West Bengal) 
sheer blades and cutting michincs—t3}J 
lonnes worth Rs 45 lakhs -(NA); M/s 
Sarabhai Machinery, Shahibag House, 
Shahibag, Ahmedabad. (Gujarat)—heat 
exchangers and reaction kettles lined with 
thermostatic resins—capacity to be deter- 
juincd after the unit goes into production 
(NA); M/s Needle Roller Bearing (’o. Ltd 
B-16, Road No,. 2, Maharashtra Develop¬ 
ment Corporation, ’Diana. (Maharashtra) 
needle roller bush assemblies—20,(X),000 
sets after expansion; loose roller bush 
assemblies -20,00,(X)0 sets after expansion 
<SE). 

("hemiculs 

M/s National Rayon Corpn. Ltd, P.B. 
No. 200, Bomhay-l. (Maharashtra)--hydr¬ 
ogen gas - *2(X).OOOM3 (additionalcapacity) 
(SE); M/s Modipon Ltd, Modinagar 
(UP)—Nylon -6-filament yam -capacity 
after expansion 2,200 tonnes (SE); M/s 
Sando/ (India) Ltd, Old Agra Road, Kol- 
sliet, Distt: Thana, Bombay. (Maharash¬ 
tra)—inteslopan substance capacity 28.8 
uinnes (SE); M/s English Indian C'lays 
Ltd.. Gi>1f Links Rtiad, Kawdiar, Trivan¬ 
drum. (Keralay LTgh density polyethylene 
woven sacks 3 nrIIion bags (NU) 

Sugar 

The C hief Pioinoiei, Shri Daila bhet- 
kari Sahakari Sakhar Karkhana Ltd, 
.Shirol. Taluk Shirol. Distl. Kolhapur. 
(Maharashtra) Sugar-caneenisKing capa¬ 
city 1,250 tonnes per day (NU). 
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tries Ltd, Calcutta-steel files; M/s Central 
Colton Co., Bombay—shoddy woollen 
yarn; M/s Kerala State Industrial Develop- 
nimt C’orporalion Ltd.—cotton yarn; M/s 
Panipal Woollen and General Mills Co. 
Ltd. woollen yarn; M/s Seth Oil Mills 
(P) Lid.,-cotton seed oil; M/s Calicut 
Modern Spinning A Weaving Mills Ltd 
cotton yarn; M/s Godrej Punnalu) Ltd. 
C alcutta cotton yarn; M/s Kalinga Tex¬ 
tiles (P) Ltd cotton yam. 

During the Week ended 
June 28 , iseQ 

MCKNCKS ISSl'KD 

('oal 

M/s Shree Raghunath Coal Co. (Shri 
Raglumath C’olliciy). P.O. Cliirkunda, 
Dislt: Dhanbad, (Bihar), (Bihar) -first 
year -12,(K)0 lonnes: second year--18,000 
tonnes; third year 24,000 tonnes; fourth 
year -30,000 tonnes; fifth year onwards - 
.V),000 tonnes (ML » 

Electrical t^uipment 

M/s Electrical Coipn. of India Ltd., 
5-5-822, Hydergenda, Hyderabad. (Andhra 
Pradesh) - Electronic equipment compo¬ 
nents. Nuclear and allied instruments 
2,265 nos; Resistors and capacitors 
45,72,000 nos; somi-coiiductoi*s- 11,40,222 
nos; gcrm iniuni A silicon single crystals 
70 kgs; servo components -5,000 nos; 
instrumentation and controls for nuclear 
and other power stations -value Rs 0.78 
crores; airiloqiic and digital computers 
20 nos. (NU). 
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rashtra) -cast alloy permanent magnets- 
Additional capacity 40 tonnes- -(SE). 

CHANGE IN NAMES (Owners/Under¬ 
takings) 

(InformaHon pertains to particular licences 
only) 

Erom M/s Central Sulunga Colliery C’o. 
to M/s Purusottampur ColIicric.s (P) Ltd; 
from M/s Kuya Colliery and M/s Khus 
Kuya Colliery to M/s Kuya Collieries Pvt. 
Ltd.; from M/s East I^hapaii Coal C'o. to 
M/s East Mtirlidih Coal Co. Pvt. Ltd. : 
from M/s Kamani Industrial Corporation 
Ltd. to M/s Kaniiiii Engineering Corp; 
Ltd: from M/s Electrolytic Tin Plate Pvt. 
Ltd- to M/s K. R. Steel Union Pvt. Ltd. 

LICENCES REVOKED/SURRENDEREI) 

(Information pertains to particular licences 
only) 

M/s Bilaspur Spinning Mills A Indus- 
iric.s Ltd--cotton yarn.; M/s North Bihar 
Sugar Mills Ltd -sugar; M/sChowgulc A 
Co. Ltd—cotton cloth; M/s Premraj Gan- 
pat raj A Co. (P) Ltd -high speed wire 
stranding machines etc. 

During the Week ended 
July 5, 1969 

LK KNCKS ISS( i;i) 

Metallurgical Industries 

M/s Bharat Aluminium C o. Ltd, New 
Delhi. (Maharashtra)- 50,OOn tonnes alu¬ 
minium ingot.s (NU) 

1’extilev 

M/s National Co. Ltd., Post Box No. 
2494. Calcutta-1. (West Bengal) -carpet 
backing cloth—100 broadlooms to produce 
5,080 tonnes of car|ici backing cloth 
(Total capacity after expansion will he 
550 broadlooms)-<SE). 

LETIERS OF INTEM 
Fertilisers 

M/s Oriental Coal Co. Ltd; Thapai 
House, 124, Janpath, New Delhi-1 
(Mahara.shtra) 500,000 tonnes (NU). 

Textiles 

M/s Chamundi Textiles (Silk Mills) Ltd. 
Rainanagarani. (Mysore) Installation of 
30 additional Powcriooms for the manu¬ 
facture of pure silk fabrics (SE). 

Sugar 

M;s Ni/am Sugar Factory Lid.. P.B. 
No. I, Khaiailabad. Hyderabad (Andhra 


Fermentation Industries 

M/s Jaswanlrai Manilal A Pcstonji E. 
Ghadialy, Pharmed House, First Floor, 
141. Fort Street, Bombay-1. (J K) 
beer --50.000 hccto litres. 

Ceramics 

M/s Dunlop India Ltd, 57-B, Erect 
School Street, Calcutta. (West Bengal) 
golf balls--16,000 dozens - (NA). 

LICENCES REVOKED/SURRENDERED 

(Information pertains to particular licences 
only) 

M/s Soundararaja Mills Ltd cotton 
yarn; M/s Ruby Mills Ltd, Bombay 
cotton cloth.; M/s Strip Rolling Mills Ltd 
box strappings. M/s Geoffrey Manners 
A Co. Ltd, Bombay—analgesic long act¬ 
ing tablets; M/s Hindustan Gas A Indus¬ 


Food Processing Industries 

Shri Nemchand Karumshi Shah, c/o 
Raja Trading Co., 40), Himalaya House, 
4tl\ Floor, 79, Pa It on Road, Bombay. 
(Gujarat) — wheat products-' 15,0(K) tonnes 
on three shift basis. (NU); M/s Go\i. 
Bacon Factory, National Park,Bombay-92. 
(Maharashtra) --ham -3(X) tons; bacon 
300 tons; sausages 750 tons. (NU). 

LETTERS OF INTENT 

Metallurgical Industries 

M/s Precision f'astcners Ltd; Central 
Bank Building, 3rd Floor, Bruce Street. 
Bombay-1. (Maharashtra) - nuts and spe¬ 
cialised screws 800 tonnes^ (SE). 

Electrical l^uipinciit 

M/s Elpro International Ltd; 20, Graham 
Road, Ballard Esuile. Bombay-!. (Maha¬ 
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Pnidcsh)^-C<iiic cruishiiig capacity 1,250 
tonnes per day. (NU). 

licence revoked/surrendbred 

(InfornuiHon pertains to particular licaitces 
only) 

M/s Kandasamy Spinning Mills-Colton 

yam. 

During the Week ended 
July 12, 1969 

LICENCES ISSUED 

Metallurgical Industries 

M/s Zenith Tin Works Pvt. Ltd. Clark 
Koad, Mahalakshmi. Bombay-34. (Maha- 
rjishtra)—Aluminium collapsible tubes- 
IB million nos. (capacity after expansion 
will be 24 million nos.>‘~<SE). 

(?bemicals 

M/s Alta Laboratories Ltd; Vissonji 
Park. Naigaum Cross Road. Dadar, Bom- 
bay-14. (Maharashtra)—^2-4 Dichlorophc- 
nol 500 tonnes; Salicylaldehydc—54 ton¬ 
nes; Caumurin—30 tonnes—(NA). 

LETTERS OF INTENT 

Industrial Machinery 

M/s Vijay Steel & General Mills Co, 
Ltd. 3. Cavalry Lines, Delhi. (Pupjab)-- 
Bottling equipment for beer, whisky etc.— 
20 plants worth Rs 36.50 lakhs—(NA): 
M/s Vijay Steel & General Mills Co. Ltd. 
3. Cavalry Lines, Delhi (Piu\jab) -Com¬ 
plete equipment for brew house and malt 
house—10 nos. worth Rs 25.50 lakhs— 
(NA); M/s Larsen & Toubro Ltd.. L & T 
House, Dougall Road, Ballard Estate. 
Bombay-1 (BR) (Maharashtra)—Pufp and 
paper making plants of 100 tonnes per day 
capacity or lesser capacity (not below 50 
tonnes) depending upon demand. Worth 
Rs 50million—(NA); M/s Associated Ce¬ 
ment Companies Ltd., (Machinery Manu¬ 
facturing Division) Cement House, 121, 
Queens Road, Bombay-1. (BR) (Mysore)— 
Rubber and plastic machinery worth Rs 
345 Iakh!^-~(NA). 

Chemicals 

M/s Hindustan Transmission Products. 
Chandivali, Kurla Vihar Road, Bombay-70. 
(Maharashtra)—Polyvinyl formal and poly¬ 
vinyl butyral resins within the existing 
licensed capacity of 250 tonnes for the 
manu^cttire of synthetic resin and resin 
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emulsions—396 tonnes from acrylonitrile— 
(NA); M/s Alembic Chemical Works Co. 
Ltd. Alembic Road, Baroda-3» (Gujarat)— 
Polypropylene-15,000 tonnes: Polypro¬ 
pylene staple fibre—3,000 tonnes—<NU); 
M/s D. Balarami Reddy, MVpadu Post, 
Distt: NelJore. (Andhra Pradesh)—Sugar-¬ 
Cane crushing capacity 1,250 tonnes per 
day—(NU). 

Electrical Equipment 
M/s Toshiba Anand Lamps Ltd.; XXllI/ 
376, Mahatma Gandhi Road, P.B. No. 177, 
Bmakulam, Cochin-11. (Kerala)—M. V. 
Lamps- -30,000 nos. (NA). 

CH.-\NGK IN NAMES (Owners/Uuder- 
takings) 

(Information pertains to particular licences 
only) 

M/s Andhra Flour Mills Ltd. to M/s 
rirupati Roller Flour Mills. 

During the Week ended 
July 19, 1969 

LICKNCKS ISSUED 
Transportation 

M/s Lynx Machinery Ltd; 23-A, Neiaji. 
Subhas Rd; Calcutta-1, (Haryana) -Air¬ 
craft rcfucllcr5r 100 nos—(NA). 

Machine Tools 

M/s Industrial Agricultural Engg. 
Co. (Bombay) Pvt. Ltd., 43, Forbes Street, 
Fort, Bombay-1. (BR) (Maharashtra)— 
Universal testing machine—IB nos. worth 
Rs 10.80 lakhs—(NA); M/s Jaya Hind 
IndustriesfP) Ltd., Poona. (Maharashtra)— 
Spot and scam welding machines—^900 
nos.-(NU). 

Chemicals 

M/s Indian Dyestuff Industries Ltd. 
Mafatlul House, Backbay Reclamation, 
Bombay-20. (Maharashtra)- Aluminium 
cloride—10,000 tonnes (Capacity after 
expansion)—(SE). 

LETTERS OF INTENT 

Transportation 

M/s J. Stone & Co. (India) Pvt. Ltd. 
16, Taratalla Road, Calcutta-53. (West 
Bengal)-* Air brake equipment for freight 
locomotive and passenger stock- 6,000 
sets—(NA). 

Chemicals 

M/s Polychem Limited, 7, .lumsheUji 


Tata Road, Churchgate Rec|amation» Bom- 
bdy-1. (Oiyarot)—StVreno—30«00Q tonnes; 
Polystyrene—9,000 tonnes; SAN—3^000 
tonnes; SB Latex—4,000 tonnes—<NU). 

Sugar 

M/s Shri Kommaroddi Suryanarayana. 
M.P. Chief Promoter: The West Godavari 
C'o-operative Sugar Ltd., Bhimadofe, Taluk 
Eluru, Dist. West Godavari. (Andhra 
Pradesh)—Sugar—Cano crushing capacity 
1,250 tonnes per day—<NU). 

F(kmI Processing Industries 

M/s Hindustan Milk Food Manufac¬ 
turers Ltd, Patiala Rofid, Nabha. (Andhra' 
Pradesh)- Malted milk food-*-6,000 tonnc' 
- -(NU). 

Rubber Goods 

M/s Dunlop India Ltd, Dunlop House, 
57-B, Free School Street, Calcutta-16 
(West ^ngal)—Tennis balls—50,000 dozen 
on the basis of maximum utili.sation of 
plant and machinery—(NA). 

Glass 

M/s Hindustan National Glass Mfg. 
Co. Ltd., 2, Wellesley Place, Post Box No. 
2722, Calcutta-1. (Haryana)—Glass bottfe-s 
—Additional capacity 12,000 tonnes 
(SE). 

LICENCFJS REVOKED/SURRENDKRED 

(Information pertains to particular licences 
only) 

M/s Keso Ram Rayon—Art silk /synthe¬ 
tic fibre fabrics; M/s Century Rayon—Art 
siJk/synthetic fibre fabrics; M/s Ganesh 
Sugar Mills Ltd.—Sugar. 

During the Week ended 
July 26. 1969 

LICENCE.S ISSUED 

Metallurgical Industrie.^ 

M/s Indian Copper Corporation Ltd.. 
Gliatsila, Bihar. (Bihar)—Crude selenium 
10 tonnes-<NA). 

Chemicals 

M/s Aniline Dyestutfs Pharmaceuti¬ 
cals (P) Ltd., 28, AppolloStreet, Bombay-1. 
(Maharashtra) 2-Chloro-4, 6 Bis (Ethy- 
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lamino) S- Triazinc. (Herbicide). (Capa¬ 
city- 100 lonncs--(NA). 

Textiles 

M/s Reliance iulc Mills (?o. Ltd., 9, 
Braboiirnc RoutL Calcutta-1. (West Ben¬ 
gal)—Jute carpet backing clotb—100 broad- 
looms to produce 5.080 tonnes of carpet 
backing cloth—(St); M/s Champdany 
Jute Mills Co. Lid. 2, Netaji Subhas Road. 
Calcutta-1. (West Bengal)—Jute carpet 
backing cloth- -110 broadlooms to produce 
5.588 tonnes of carpet backing cloth—(St). 

LETTERS OF INTENT 

Electrical Equipment 

M/s Hind Rectifiers Ltd; Lake Road, 
Rhandup, Bombay-78. (Maharashtra)- - 
Glass to metal seals—120,000; Ceramic to 
metal seals -12,000; Transistors headers- 
1,000,000; Compressor Sea Is — 1,00.000; 
Relay basis—1,00.000 (NA). 

Telecommunications 

M/s Forbes Foi lx:sC'ainplx‘H & Co. Ltd. 
Forbes Bldg., Home Street, Bombay-1. 
(Mahaiashtra) 4,850 nos. of miciophones 
1,200 nos. of headphone microphones com¬ 
bination (NA). 

Textiles 

M/s Shii Shahu C'hairapaii Mills, P.B. 
No. ,206, Kolhapur. (Maharashtra)- 64 
automatic looms for the manufacture of 
cotton cloth—(SF); M/s Naskarpara Jute 
Mills Co. Ltd., 8, Dalhousic Square Fa.«^i. 
Calcutta-1. (West Bengal) - 100 broadlooms 
for the manufacture of carpel backing 
cloth (SE). 

Sugar 

Shetkari Sahakari Sakhar Karkhana 
Ltd., Sangli, Distt. Sangli. (Maharashtia)-- 
Sugar-—Cane crushing capacity has been in¬ 
creased from 2,600 tonnes to 5,(X)0 tonnes 
per day- <SF); Shn B.A. Desai, President: 
Satra Zilla Parishad and Chief Promoter, 
Koyna Sahakari Sakhar Karkhana, Taluka 
Patna. Distl: Satra,(Maharashtra^- Sugar 
-Cane crushing capacity—1,250 tonnes 
per day—(NU);The Secretary to the Govt, 
of Tamil Nadu, Dept, of Industry, Labour 
& Housing, Fori, Street George, Madras. 
(Madras> - Sugar—Cane crushing capaciiy 
1,250 tonnes per day-”(NU); The Secre¬ 
tary to the Govt, of Tamil Nadu, Dept, 
of Industries, Labour & Housing, Fort. 
Street George, Madras. < Madras)- Sugar 
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-Cane crushing capacity—1,250 tonnes 
per day—(NU). 

During the Week ended . 

August 2, 1969 

LICENCES ISSUED 

Dyestuff 

M/s Sahyadri Dyestutfs and Chemicals 
(P) Ltd., 38, Vijaynagar Colony, Sadashiv 
Peth, Poona-9. (Maharashtra)—Solvent 
dyes—12 tonnes; acid anthraquinone dyes 
■18 tonnes: Disperse dycs-~36 tonnes - 
(NA). 

Textiles 

M/s Auckland Jutd Co. Ltd., Charter¬ 
ed Bank Building, Calcutta-1. (West Ben¬ 
gal)—Jute carpet backing cloth—16 broad¬ 
looms to produce 900 tonnes of carpet 
backing cloth - (SE). 

LETTERS OF INTENI 

Electrical Equipment 

M/s Electric Control Ghar (Private) 
Ltd., (Behind Arbuda Mills Ltd.) Rakhial 
Road, Ahmcdabad-21. (Gujarat)—L.T. 
Air circuit breakers—750 nos.—(SE)— 
Total capaciiy after expansion. 1,000 nos. 

Engineering Industries 

M/s Kolhari & Sons, 20, Nungambak- 
kam High Road, Madras-34. (Gi(jarat)— 
Hciivy Duly PVC Bags—8.9 million; 
P.V.C. Films—1,120 tonnes; PVC Conduit 
pipes and fitting—1,100 tonnes; Clear 
PVC containers—7.5 million; High den¬ 
sity polyethylene woven bag.s—2.84 mil¬ 
lion (NU). 

Chemicals 

M/s Swadeshi Cotton Mills Co. Ltd., 
Civil Lines, Kanpur. (UP)--Polyester fibre 
6,100 tonnes-(NU); M/s Arlabs Limited, 
6, India House, Opp. G.P.O. Bombay, 

(Maharasht ra)—Benzoyl chloride —(NA); 
Shri Krishna Narayan, 4, Ranganathan 
Chetty Road, Madras-34. (Madras)— 
Heavy duty polyethylene sacks—4 million; 
Heavy duty PVC sacks—18 tonnes; PVC 
Sheets—600 tonnes—(NU). 

Textiles 

M/s India Jute Co. Ltd, 16, Strand 
Road* Calcutta-1. (West Bengal)—Carpet 
backing cloth—100 broadlooms for the 


November 14, hm 

manufacture of carpet backing cloth— 
(SE). 

Sugar 

M/s Essellcm A Co., Managing Agents 
of M/s Aruna Sugars Ltd., '*Dhun Bldg.'\ 
175/1, Mount Road, Madras. (Tamil 
Nadu)—Sugar-Cane crushing capacity 
increased from 1,250 tonnes to 1,500 ton¬ 
nes per day—(SE); The India Sugars & 
Refineries Ltd., Hospet, District Bellary, 
Mysore State. (MysoreV-Sugar-Cane 
crushing capacity increased from 1,250 
tonnes to 1,500 tonnes per day—(SE). 
M/s Thiru Arooran Sugar Ltd., Express 
Estates, Mount Road^ Madras. (Madras) 
Sugar—Cane crushing capacity increased 
from 1,200 tonnes to 2,OCX) tonnes per day 
-(SE); Shrcc Khedut Sahakari KJiand 
Udyog Mandli Ltd; Sardar Bang, Bardoli, 
Distt. Surat. (Gujarat)—Sugar-Cane 
crushing capaciiy increased from 2,000 
tonnes to 3,000 tonnes per day—(SE); 
M/s H. R. Sugar Factory (P) Ltd. Nekkpu 
Bareilly, (UP)—Sugar—Cane crulhjng 
capacity increased from 1,0CX) tonnes 
to 1.500 tonnes per day—(SE); M/s Madu- 
rantakam Co-operative Sugar Mills Ltd., 
Padalam, Distt. Chingipput. (Madras)— 
Sugar—Cane crushing capaciiy increased 
from 1,0(X) tonnes to 1,500 tonnes per day 
—(SE); M/s The Deccan Sugar& Abkhari 
Co. Ltd., Managing Agents: M/s Parry 
Sl Co. Ltd., P.B. No. 12, Madras-1. (Tamil 
Nadu)—Sugar—Cane crushing capacity 
increased from 1,000 tonnes to 1,500 tonnes 
per day—(SE): The PalakolCo-operative 
Agriculture & Industrial Society Ltd.. 
Palakol. (Andhra (Pradesh)—Sugar -Cane 
crushing capacity increased from 1,000 
tonnes to 1,500 tonnes per day—(SE) 
M/s Cauvery Sugars & Chemicals Ltd., 
Secretaries and Treasurers, M/s Parry & 
Co. Ltd., P.B. No. 12. Madras-1. (Tamil 
Nadu)—Sugar—Cane crushing capacity 
increased from t,0(X)tonnes to ],5(X)tonne.s 
per day—(SE). M/s Tulsipur Sugar Co. 
Ltd., Tulsipur, Distt. Gonda. (UP)—Sugar 
—Cane crushing capacity increased from 
1,200 tonnes to 1,500 tonnes per day— 
(SE); M/s The Shrigonda Sahakari Sakhar 
Karkhana Ltd., P.O. Belvandi Factory, 
Distt. Ahmednagar, (Maharashtra)— 
Sugar-Cane esushing capacity increased 
from 1,000 tonnes to 1,250 tonnes per 
day—(SE); Shri Chatrapati Shivaji 
Sahakari Sakhar Karkhana Ltd., Bha- 
vantnagar, Distt. Poona. (Maharashtra)— 
Sugar*-*-Cane crushing capacity increased 
from 1,270 tonnes to 1,500 tonnes per 
day—(SE). 
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FERTILIZER CORP 


a whol^ 
range 

of catalysts 

key 

fothe 

fertilizer 

industry 

True to its objective of self-sufficiency through 
self reliance the P&D Division of FCI has 
developed without any foreign collaboration or 
assistance, a whole range of Catalysts so vital 
for production of fertilizers, predominantly fron% 
indigenous material. 

Tn^ P&D Division of FCI is one of the few in the 
world possessing this prized know-how. P&D 
range of catalysts are in commercial operation in 
several fertilizer plants through out the country. 

In the face of keen international competition, the 
P&D Division has recently been awarded a 
contract for the export of a wide range of 
Catalysts to a European country. Currently, the 
Barauni and Namrup Fertilizer Plants are being 
designed to utilise P&D's range of Catalysts. 

Apart from saving of foreign exchange, P&D's 
range of catalysts also minimise production los<i 
because replacement is easier and faster. P&D 
Catalysts have already saved Rs. 190 lakhs of 
foreign exchange in addition to savings effected 
for purchase of know-how for use of tho-j 
Catalysts. 

self-reliance in 
fertilizer 
technology 

THE PLANNING & DEVELOPMENT DIVISION 

CIFT Buildings. P.O Smdri Dist Dhanbad, Bihar 
Tele : 6541/4 (Jharia), Grams : PLANDEV' Sindn . 

RATION OF INDIA LIMITED 
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a popular stylist 


his styles are the dream; 

he lends the town a'hooting; 
his models are the cream; 

; " GWALIOR SUITING 

i OWAUOa SUITINO'MBN ARE MEN WHO HAVE AN STB OT ORIOINAUTV 



t 


availabdle ns Delhi at; 

MlHs’ Re'*U Deot, A-25, Coomught Place; Syico, II-E, Comuught Place; Bhaglnitluiial A 
Sou, Opp- of India, ChaodDl Chowk; Rajkaaial Emorion, 113-E. Kamla Nagar and other 

luding storu. 

DISTRIBUTORS ; Hariram Banarsidass, Katra Naya ; Gupta Bros., Katra Naya ; Nandlal 
Harnarain Chandni Chowk; Pindidass Shani & Sons, Katia Ashrafi; S. R. Traders, Katra Moti; 
Kalasinah * Sons, Katra Subhash; Lucky Silk Store, Katra Rathi; Anand Prakash & Sons. 
Nai Sarak; Mahindra Cloth House, Chandni Chowk; Ganpatrai Jagdishnarain, Katra Marwari ; 
Sumer Chand Jain, Katra Shahanshahi; Rugganmal Puranchand, Katra Choban; Shiva Textile, 
Katra Naya, Chandni Chowk, Delhi. 

AGENTS : Gangabishan Bhasin, Krishan Gali, Katra Neel; S. K Traders, Katra* Neel, 
Chandni Chowk, Delhi. 
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IRON AND STEEL FOR EXPORT SECTOR 


I HE Expori Promotion Division of US Aid Mission in our 
country has recently published a study*of the supply and demand 
of iron and mild steel for the fourth five-year Plan pciiod (from 
1969-70 to 1973-74) for the export sector and has come to the 
conclusion that this country v^ill have overall deficits in the suppl> 
<^f steel throughout the period under reference. H has been 
estimated that deficits would persist both in flat and non-fiat 
categories, though they might get reduced in 1973-74 due to 
additional supplies from Bolcaro and Indian Iron and Steel Com¬ 
pany. It has been suggested that the export sector, especially- 
the engineering export industries should be saved from the un¬ 
favourable impact of these shonages by adopting the folliming 
throe nic.isures: (1) All the requirements of the engineering expi^ft 
industry should be met out of indigenous supplies on top priority 
basis; (2) The planning formula adopted by Joint Plant Com¬ 
mittee (JPC) in estimating the requirements of iron and steel 
should be revised to correspond to the planned targets of 
cnginccting export: and (3) Actual requirements of these 
industries in terms of sizes, categories and sections of iron and 
steel products should he integrated with the overall rolling 
programmes of the steel plants A summary of this report 
follovss : 

In an indusiiy as highly capiial-iniensivc as steel, planning 
and projections must he based on adequate and accurate infor¬ 
mation about raw material supplies, plant capacity and demand 
expectations. In India, however, any analysis of future require¬ 
ments and supplies of iron and steel is also a function of technical 
rigidities, frequent changes in government policies and plant 
nroductivity. Subject to these limitations, the following analysis 
attempts to highlight, for each year in the fourth Plan period, 
major trends in supply and demand Ibr iron and steel and the 
consequent impact on the export scctoi. 

1. PIG IRON 

A. Rated Capacity and Output of Hot Metal : The existing 
rated capacity for the production of hot metal in India is 8.96 
million tons which is expected to increase gradually to 13.5 mil. 
tons in 1973-74 owing to certain technological improvements in 
the blast furnaces and commissioning of Bhilai*s sixth blast fur¬ 
nace and Bokaro's three blast furnaces. Actual output of total 
hot metal has been calculated to increase from 7.35 million tons 
m 1969'70 to a maximum of 12,1 million tons in 1973-74. 

B. Steel-making Hot Metal : Jhe anticipated production of 
'*tccl ingots in the next five years will consume about 80 to 90 
percent of the total hot metal output. It is estimated that the 
requirements of hot metal for steel-making will increase from 5.66 
million tons in 1969-70 to 8.7 million tons in 1973-74. 

C. Saleable Pig Iron : The balance of total hot metal minus 
sietl-miking hot mstal is called saleable pig iwn which will be 

‘ ^ ' . nm . . 

*lt WAS prepared by Mr P. N. Arya of US Aid Mission. 


needed to meet the requircmenis ol' foundries and the expon 
sector. Ft is estimated that . 

(I) There will be no shortage in the supply of pig iron to meet 
the requirements of foundries and the engineering export indus¬ 
tries; the needs of the latter sector are hardly eight per cent of the 
requirements of foundries. This conclusion is base<i on the 
assumption that the blast furnaces will be operated at progressively 
increasing rate of catvicity utilisation and will not ^ufTcr from 
closures due to labour trciuMcs, raw materials, etc. 

(?) Assuming that the fourth Plan programme.s in regard to 
technological improvements and Bokaio will be implemented with¬ 
out serious set-backs, direct exports of pig iron in 1969-70 arc not 
likely to exceed 0.6 million ton against 0.8 million ton in 1968-69. 
decline to 0.5 million ion in 1970-71 and increase thereaflci 
gradually to the fourth Plan target of one million ton in 1973-74 

(3) The exportable surplus of pig iron will be much larger in 
1971-72 to 1973-74 provided additional supplies from fourth Plan 
programmes materialize to the extent planned. It is assumed 
that, in actual piactice, realisation will be much less than planned 
targets and, therefore, the export target of one irillion tons in 
1973-74 is not unrcaliftic. 

(4) The year 1970-71 will witness increased hot metal require¬ 
ments for steel-making but there will be no nev blast furnace, 
thereby resulting in smaller supplies of pi-' iron for saleable pur¬ 
poses. The exportable surplus of 0.5 million ion in 1970-71 
assumes higher capacity utilization as well as 20tTcr cent of reali¬ 
zation from technological improvements which, if delayed by 
even one year, will further reduce India's capacity to export pig 
iron in 1970-71 to less than 0.4 million ton as compared to 0 8 
million ton in l%8-69and 0.6 million ton in 1969-70. 

(5) If India is to increase her exports of pig iron even gradually 
without impairing the domestic market and the engineering ex¬ 
pert industries, it is imperative that capacity utilization of existing 
blast furnaces should be stepped up from 80 per cent in 1968-69 to 
90 per cent and the execution of fourth Plan programmes of new 
blast furnaces be carried out according to schedule. 

2 FINISHED STEEL 

A. Capacitie.s and Output ; Apart from IlSC'O's expansion 
from 1.0 to 1.3 million tors and commi'sioning cf Boknro (1.7 
million tons), there will be no other expansion or setting up of new 
plants. Fourth Plan proposals still remain undecided in regard 
lo(i) Bhilai's expansion from 2.5 to 3.2 million tons mainly fo! the 
production of billets, (ii) advancement of Hokaro's Stage II ex¬ 
pansion so as to 5C( up a plate mill, and (iii) investment in electric 
furnacc-cumH^oniinuous casting units for additional production 
of billets. These uncertain programmCvS ajiart, the situation ex- 
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pcctcil in rci^ard Id capacific"' ami output of steel in the next five 
\ears is as tabulated below . 

C APACITY AND OUTPUT 

(Million tc»ns) 


1969-70 1973-74 


t ategory 

(_apacily 

Output 

(apacity 

Output 

I .Steel Ingots 

9 05 

6.72 

11 05 

10.12 

2. Finished .Steel 

7 05 

5.18 

8.51 

7.78 

<a) Non-Flat Pro¬ 
ducts 


3.55 


4.64 

tb) I'lal Products 


1.63 


1.14 


B. Demand Projections 

(1) Domestic Demand . After legistering steady decline from 
^ I million te>ns in 1965-66 to 4.0 million tons in 1967-68, the 
domestic demand for rolled mild finished steel increased to 4.15 
million tons in 1968-69. if all goes N\ell with fourth Plan targets 
of investment and physical outlays, donie.stic demand is likely to 
ineica.se to 7.12 million tons in 1973-74. Annual growth in 
demand will l>c 10.2 per cent for non-flat products and 15.1 per 
cent for Hat products, the iclafivciy higher growth rate in the 
falter category is in confoimity with higher stage of economic 
tlevclopmenl and high per capita incomes which invariably aic the 
t>bjcciivcs of planned icom'nnic development. 

(1) Kngineering I-lxport Industries: Lxpoi Is of engineer mg goods 
are expected I o iiK I case from 8112 million m 1968-69 to 8213 
million in 1973-74 and even to 8360 million if the Russian wagon 
dciil goes through. Success m achieving these export targets 
largely depends on timely supplies of pig iron and steel in the 
quantity and quality desired for fabrication; thc.se requirements of 
iron and steel are expected to increase from 323,000 tons in 1969-70 
to 698,000 tons in 1973-74 (and 833.(XX) toiiN if the Russian wagon 
deal matciiaii/cs). 

(3) Direct I'Aporls : Indian exports of steel compiisc non-flat 
products such as billets, lails, siruciurals, and bars and rods; 
extremely limited quantities of sheets arc also exported. This 
pattern of expoil is likely to remain unaltered during the fourth 
Plan except that tinplates out of flat product caicgoiy may also 
be exported in limited quantities. 

r.xporl of 0.82 million ton of steel in 1968-69 appears to have 
reached a txiak; the level of exports in the next five years is ex¬ 
pected to range between 0.7 to 0.8 million ton and is uphkcly to 
touch the fourth Plan target of 1.0 million ton. Lsen (he anti¬ 
cipated target of 0.7 to 0.8 million ton might face .sevcie setbacks 
unless additional capacities arc created urgently for the output 
of billets which is an C'sential raw material for further processing 
into finished steel products. 

It lliu-s appears that while India will have a.ssured overseas 
markets to absorb her exports of steel even up to the fourth Plan 


target of 1.0 million ton, shortages in internal supplies of export¬ 
able surplus will serve as discouraging factor in reaching the 
planned .goal. 

C. Steel Shortages ; In aggregative terms, India will have 
overall deficits in the supply of steel throughout the Plan period 
both in flat and non-flat categories- though these deficits will get 
reduced in 1973-74 due to additional supplies from Bokaro and 
IISCO. In the net analysis of product-wise demand/suppty 
balance .sheet, it appears that : 

(i) Among the flat products, shortagc.s will continue to remain 
critical among heavy plates, CR sheets and to some extent in galva¬ 
nised sheets, transformer grade electrical sheets and HR sheets/ 
strips. The net shortages in flat products are estimated to increase 
from 3I4,(XX) tons in 1969-70 to 640,000 tons in 1971-72 and ihore- 
aftcr decline to 548,000 tons in 1972-73 and 449,(X)0 ton.s in 
1973-74. 

tii) HR wheels will be surplus in 1973-74 but this temporary 
phenomenon is likely to disappear in fifth Plan when additional 
facilities of cold-rolling and galvanizing lines will have been com¬ 
missioned at Bokaro and internal demand vvill also have picked up. 

(lii) Among the non-flat category, shortages will be confined to 
seamless lubes, wire rods, bars and rods, wheels, axles and tyres, 
and sleepers. The deficits in sleepers are only apparent; the rail¬ 
ways are likely to go in for substitutes such a.s*cast iron sleepers. 
Shortages in seamless tubes will be met largely through imports; 
plans for setting up additional capacity arc unlikely to materialize 
during the fourth Plan period. 

(IV) III regard to other items of non-flat category, rolling facili¬ 
ties arc already available in the country provided, semis (mainly 
billets) arc made available. It is estimated that the net require¬ 
ments of semis will increase from I57,0()0 tons in 1969-70 to 0.5 
million ton in 1972-73 but iheroaffer decline to 0.35 million ton 
in 1973-74. 

(v) The net total shortages in steel arc estimated to increase 
from 507,000 tons in 1969-70 to 1,116,000 tons in 1972-73; these 
deficit' are likely to decline to 874,000 tons in 1973-74 mainly due 
to increased supplies expected from IISCO and Bokaro. 

D Impact of Shortages on Direct Exports : The shortage in 
billets is likely to affect adversely Indian exports of steel, particu¬ 
larly bars and rods and billets. The overall impact on the exports 
of steel will be as large as .30 per cent of the Plan target of 0.8 
to 0.9 million ton. Any attempt to meet these export targets 
vvill be at the expense of domestic demand. Even additional out¬ 
put of bars and rods, based on imported billets, will be unecono¬ 
mical due to high prices of billets prevailing in the world markets. 

m 

E. Impact of Shortages on Engineering Export Industries : 
Overall shortages in billets, plates and sheets arc likely to affect 
adversely approximately 25 to 30 per cent of planned exports 
of engineering goods. The situation could improve if (a) all the 
requirements of engineering export industry arc met out of indige¬ 
nous supplies on top priority basis and despatches are expedited : 
(b) the planning formula adopted by JPC in estimating the require¬ 
ments of iron and steel is revised to correspond with the planned 



November 14, 1969 EASTERN ECONOMIST 949 

targets ofcngincerbgcxports; and (c) actual requirenienty of these products arc Integrated with the overall rolling programmes of 
industries in terms of sizes, categories and sections of iron and steel the steel plants. 


Pearson 

MORE than a year ago. Mr L. B. Pearson, foimcr Prime Minister 
of Canada, accepted an invitation from the World Bank President, 
Mr Robert S. McNamara, to form a commission for undertaking 
a study of the flow of aid from the developed to the developing 
countries. The findings of this Commission embodied in a report 
entitled “Partners in Development*’ were submitted to Mr 
McNamara on September 15 this year by Mr Pearson. The report 
has now been made public. The Commission has made a number 
of suggestions for increasing the volume of assistance from rich 
countries to poor ones. 

A note in the first chapter of this report entitled “Crisis in Aid’' 
sets the problem of aid in proper perspective; this note is repro¬ 
duced here in full, follow'Cd by the recommendations made by the 
Commission. 

C risis in Aid 

• The widening gap between the developed and developing coun¬ 
tries ha.s become a central issue of our time. 

The effort to reduce it has inspired the nations lel'i bcliind b\ 
ilic technological revolution to mobilize their resources for econo¬ 
mic growth. It has also produced a transfer of resources on an 
unprecedented scale from richer to poorer countries. International 
co-operation for development over the last twenty years has been 
of a nature and on a scale nc%v to history. 

The attempt to do something about this gap w'a.s l.xiscd on the 
assumption that economic underdevelopment w’ould yield to a 
determined national effort to change it, with external help from 
those whose economic strength made this possible. Tlic tran‘;fci 
of resources that gave substance to this international co-oj>craiivc 
effort began after the war and increased rapidly in the late 1950s. 

By 1961, almost $8 billion, or nearly one per cent of the Gross 
National Product (GNP) of the high-incoinc, non-communist 
nations was flowing into lowdncomc nations. There wcic also 
additional transfers from the Soviet Union and other communist 
countries. Though, after 1961, the total flow failed to grow as 
rapidly as the economics of the wealthy nations, the absolute level 
did steadily increase until, by 1968, it had reached a total of SI2.8 
billion in public and private i*csourccs from the non-communist 
countries alone. 

The experience which we have gained in the last two dccatlcs 
bears out the premise—and the promise - of Ihc effort that has 
been made. Economic growth in many of the developing count¬ 
ries has proceeded at fa.stcr rates than the industrialized countries 
ever enjoyed at a similar .stage in their own histoiy. The feais 
thtu economically underdeveloped parts of the world weic 
incapable of growth, or that their political problems would lie so 
great as to preclude any economic advance, have proved to he 
unfounded. Many of the developing countries have shown (hem- 
selves capable of a major development eftort. 

However, international support for development is now flagg¬ 
ing. In some of the rich coimtncs ils feasibility, even it.s \ci\ 
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purpose is in question. Die climate surrouiKling foreign aid 
programmes is heavy with disillusion and distrust. This is not 
true everywhere. Indeed, there arc countries in which the opposite 
is true. Nevertheless, we have reached a point of crisis. 

The question which now arises is whether the rich and develop¬ 
ed nations will continue their efforts to assist the developing coun¬ 
tries or whether they will allow the structure built up for develop¬ 
ment co-operation to deteriorate and fall apart. 

The signs arc not propitious. In the last years of this decade, 
the volume of foreign official aid has been stagnant. At no time 
during this period has it kept pace with the growth of national 
product in the wealthy nations. In fact, the commitments by the 
United Slates which lia.s been much the largest provider of aid 
funds, are declining. There, and in some other developed coun¬ 
tries, we have encountered a spirit of disenchantment. 


Some of this is due Id the fact tliai attitudes in donor count¬ 
ries often ha\e been affecicd by misconceptions and unrealistic 
expectations of “instant development” when we should have 
knowTi that development was a long-term process. 

There has also been strong criticism of waste in the use of ait! 
Ml the developing countries and complaints that aid activities lead 
inevitably to entanglement in political conflict and military hostili¬ 
ties in which recipient countries may become engaged. 

A good deal of bilateral aid has indeed been dispensed in ordci 
ID achieve short-term political favours, gain strategic advantages, 
or promote exports from the donor. Much foreign aid was grant¬ 
ed in the 1950s to enable some countries to maintain large armed 
forces rather than to promote economic growth. In none 
of these cases was the promotion of long-term development a 
dominant objective of the aid given. It is hardly surprising 
(hciefore that hopes of satisfactory development progress weiv 
disappointed or that aid given as “defence support” has on occa¬ 
sion led to greater involvement in a deteriorating security situation 
affecting the recipient country. Nor is it surprising either that 
there should often have been criticism because of misconceptions 
of what (his kind of aid was meant to achic\c. 

There has also been a lessening of support for genuine develop¬ 
ment aid, in part at least due to the iiicrca'iing complexity and 
seriousness of domestic problems - - the deepening comnr.iiments 
to abolish poverty and deal with such questions as civil rights, 
economic disetimination, and urban and environmental problems. 

It is not only among the developed countries that the climuic 
has deteriorated. On the developing side too there arc .signs of 
frustration and impatience. In much of the developing 
world there is a sense of disillusion about the very natuic 
of the aid relationship. 

Our travels and studies have convinced us that we ha\e come 
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lo a turning point. On all sides uc sense a weariness and a 
search for new directions. 

the t>enod of development co-operation began with a number 
of presuppositions on both sides. Some—as we have seen -- 
were unrealistic and unfortunate. Development was often seen 
in new nations as the economic continuation of the political 
struggle for indcj^cndcnce, as an important means of dealing a new 
national identity or of breaking old and restrictive lies. The 
elimination of alien rule was thought by many to open the way 
to early and easy prosperity. The nature of the obstacles which 
stood in the way of quick results, or the decisions which had lo 
be taken to achieve any results at all, were not always understood. 
The need for export growth was underestimated, agriciiituraJ 
development was usually neglected. Development was also too 
often only seen as a consequence of decision-making at the top. 
The vital need to bring about mass participation in development 
was at limes sacrificed to the enrichment of special groups or 
individuals. 


Donors and recipients alike tended to view the modernization 
tind development of low-income countries as an attempt to icpeat 
the Industiial Revolution in quick time. They focussed inordinate 
attention on individu.U investment piojccts and rclativelv little 
on the causes and lOsiills of stagnation. 

Recipients well as donojs also tended to expect loo much loo 
soon from aid supplcmenliiig the national development dibit. 
A dramatic change in the lives of hundreds of millions of people 
was expected from a idatively modest How of resources, much of 
which was t'lVsct bv unfavourable licnds in the terms of inlenia- 
lional tiade. 

flic undcistanding of iliosc problems, however, has giown. 
Past approaches have been modified and co-ordinated and belter 
icsults aic being secured. I he developing countries have more 
and moo: come to recognise that their economic policies must 
look outward and .stiive for competitive siicngth; that agiicuJlural 
growth is indispensable in order lo raise levels of living for the 
large majorities of their populations and to provide markets for 
their growing industries. The most cumbersome controls have 
Isecn relaxed, and much more attention is paid to (he mobiliza¬ 
tion and allocation of rcsoutccs through incentives to individual 
effort. Above all, it is realised that development must come from 
within, and that no foreign help will suflicc where there is no na¬ 
tional will to make the fundamental changes which are needed. 

It has become vciy clear that the impact made by the contii- 
bution of rc.soiirces fiom outside depends on the cftkicncy with 
which the rciapicnt uses his own resources and on his overall 
economic and social policy. Both sides have learned that co¬ 
operation for development means more than a simple transfer of 
funds. It means a set of new relationships which must be founded 
on mutual understanding and self-respect. Good development 
relations also require the acceptance of a continuing review of per¬ 
formance or both sidc.s, not dominated by either the donor’s or 
recipient’s immediate political or economic interests or pressures. 
Aid, lo be effective, requires less uncertainty and more continuity 
than is often the ease today. It cannot be disrupted or tut off 
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without harmful results to the recipient's capacity to plan for the 
future. 

Wealth docs not entitle a rich and pow'Crful country to dominate 
another country’s national life as a consequence of the aid it may 
have given. On the other hand, it is impossible for any country 
to transfer public funds abroad without being able to satisfy its 
citizens that these funds are being effectively used to reach 
acceptable development goals and that the receiving countries 
arc making strong efforts of their own to improve their situations. 
The “development relationship,” which is at the heart of cflRcient 
aid |X)licy, must I'hj based on a clear divi.sion of responsibilities 
which meets the needs of both paiincrs. 

RECOMMENDATIONS 

« 

Trade Policy for Development 

1. Developed countries should eliminate as soon as possible 
excise and import duties on non-competing products of special 
interest to the developing coiinirics. 

2. Developed countries should draw- up plans in respect of pro¬ 
tected commoditie.s, designed to assure that over time an increas¬ 
ing share of domestic consumption is supplied by importaf from 
developing countries. 

3. Discussions should be expedited leading to a programme 
of supplementary finance to deal w^ith problems caused by un¬ 
expected and sustained shortfalls in the export earnings of develop¬ 
ing countries. 

4. Financing of reasonable buffcjstocks in support of well- 
conccived commodity agreements and policies should be recog¬ 
nized as a legitimate object of foreign aid. 

5. No new quantitative Icstrictions should be imposed on pro¬ 
ducts of special interest to developing countries, and all existing 
quantitative restrictions on these products should abolished dur¬ 
ing the 1970s as rapidly as possible. 

6. Developed countries should establish a generalised non- 
reciprocal scheme of preferences for manufactured and .semi¬ 
manufactured goods produced by developing countries before the 
end of 1970. 

7. Developing countries should negotiate a wide-ranging agree¬ 
ment on tariff concessions, extended lo all developing countries, 
before the end of 1970. 

8. The IMF, in co-operation with UNCTAD, should study 
the possibility of a clearing arrangement for the financing of trade 
among developing countries on a global sale. 

9. Bilateral donors and international agencies should provide 
financial assistance to institutions, 'isuch as development banks 
and clearing and payment unions, which are designed to promote 
trade among developing countries on a regional scale. 

10. Regional development banks, in co-operation with other 
international agencies, should take the lead in making available 
special funds for the refinancing of export credits granted by 
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d<i^lbpmp countries, add in establishing regional export credit 
insurance facilities. 

Private Foreign Investment 

1. Developing countries should take inunediate steps, where 
consistent with legitimate national objectives, to identify and re¬ 
move disincentives to domestic private investment. 

2. Developing countries should preserve the greatest possible 
stability in their laws and regulations affecting foreign invest¬ 
ment. 

3. Developed countries should strengthen their investment in¬ 
centive schemes wherever possible. 

4. Developing countries should structure their tax systems so 
as to encourage profit reinvestment by foreign companies. 

5. Because the IFC and organisations like it have links with the 
private sectors of both developed and developing countries, 
they are logical agents for project identification and investment 
promotion work, and they should become much more active in 
this field. 

6. Governments of developing countries which attach great 
value to domestic ownership of industry should establish positive 
incentives for all companies, foreign and domestic, to share owner¬ 
ship with the public by sale of equity in suitable forms. 

7. International institutions, such as the World Bank and 
UNIDO, should expand further their advisory role regarding in¬ 
dustrial and foreign investment policies. 

8. Developed countries should remove legal and other barriers 
to the purchase b^ institutional investors of bonds issued or 
guaranteed by governments of developing countries. 

9. Developed countries should remove balance of payments 
restrictions presently inhibiting the bond issues of developing 
countries in international capital markets. 

10. In regard to the possible excessive use of export credits, 
a strong “early warning system’* based on external debt reporting 
should be evolved by the OECD and the World Bank. 

Partners In Develoimient 

Preparations should begin at the earliest possible moment for 
establishment, where necessary, of new multilateral groupings 
which provide for annua] reviews of the development perfor¬ 
mance of recipients and the discharge of aid and related commit¬ 
ments by donors. The World Bank and the regional development 
banks should take the lead in discussions to this end, and the 
World Bank, or another appropriate existing agency, should 
provide the necessary reporting services for such groups. 

How Much Aid? 

1. Each developed country should increase its resource 
transfers to developing countries to a minimum of one per cent 
of its gross national product as rapidly as possible, and in no case 
later than 1975. 

2. Each developed country should increase its commitments 
of official development assistance to the level necessary for net 
disbui^ments to reach 0.70 per cent of its gross national product 
by 1975 or shortly thereafter, but in no case later than 1980. 

3,. All mefinber nations of the Development Assistance Commit¬ 
tee shbuld prepare plans for reaching the 0.70 per cent target, 
and the^Fresidentpfthe World Bank, should place discussion of 


theseplans on the agenda of the 1971 meeting of the Board of 
Governors. The national plans should be submitted for publi-* 
cation to the Chaiiman of the DAC by January 1, 1971. 

Development Debts 

1. Debt relief operations should avoid the need for repeated 
re-schedulings and seek to re-establish a realistic basis for develop¬ 
ment finance. 

2. When it is necessary to set limits on new export credits, 
equal attention should be given, where there is a sound develop¬ 
ment programme, to the possible need for concessional external 
assistance. 

3. Aid-giving countries should consider debt relief a legitimate 
form of aid and permit the use of new loans to refinance debt 
payments, in order to reduce the need for full-scale debt negotia¬ 
tions. 

4. The terms of all official development assistance loans should 
henceforth provide for interest of no more than two per cent, a 
maturity of between 25 and 40 years, and a grace period of 7 to 10 
years. 

More Effective Aid 

1. The DAC should sponsor a meeting of major aid donors 
and recipients in 1970 to define the major procedural obstacles to 
effective aid implementation, to explore measures to reduce them, 
to introduce greater uniformity in the aid regulations of the 
donors, and to improve procedures in aid-rccciving countries. 

2. All aid-givers should consider extending appropriation 
periods to at least three years, and permitting appropriated funds 
to be carried forward for several years. 

3. A sequence of actions to halt and reduce tying should be 
adopted : (1) aid-givers should undertake not to intensify their 
tying procedures; (2) a study of the principal balance of payments 
losses and gains likely to arise from untying should immediately 
be commissioned by DAC, in co-operation with the IMF, for re¬ 
port by the middle of 1970; and ('3) on (he basis of this report, a 
conference of major donors should be called to consider the pro¬ 
gressive untying of bilateral and multilateral aid. 

4. Aid-givers should permit aid financed procurement in other 
developing countries. 

5. The costs arising from the tying of aid to the use of donor 
shipping should be excluded from statistics of official develop¬ 
ment assistance. 

6. Multilateral agencies should extend the practice of joint 
or parallel financing of projects. 

7. Provisions in aid agreements which limit the rights of reci¬ 
pients to invite competitive tenders should be suspended immedia¬ 
tely. 

8. Suppliers of food aid on concessional terms should recognize 
the importance of promoting trade between low-income countries 
and redesign their concessional sales programmes so as to take 
account of the need of new exporters to participate in growing 
commercial markets. 

9. Wherever possible, suppliers of food aid should finance 
such assistance under their general aid progranunes so as to permit 
recipients to choose aid-financed imports on the basis of their 
needs. 

10. Aid-givers should remove regulations which limit or pre- 
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vent contributions to the local costs of projects, and make'l a 
gre iter effort to eii:ourag2 local procurement wherever economi*- 
cally jiLstified. 

11. Aid-givers should adapt the forms of aid to the needs 
and level of development of the receiving country and re¬ 
cognize the grc>t value, in many cases, of more programme aid. 

12. IDA should undertake programme lending wherever 
appropriate, seeking, if necessary, statutory change to make this 
possible. 

13. Aid-givers should provide greater help to development 
banks and similar institutions in developing countries. 

14. Multilateral and bilateral technical assistance should be 
more closely integrated with capital assistance. 

J5. To improve the effectiveness of technical assistance (1) 
specialists and planners in developing countries should consult 
regularly to determine their priority needs for advisory services, 
institution building, project aid, and the operation of educational 
and other public services; and (2) developing countries should 
programme technical assistance requirements by spelling out the 
sequence of operations, the performance objectives of the per¬ 
sonnel and of the training schemes, the cost of each stage, and 
their own commitments to institutional and structural change, 

16. Donors should extend budgetary commitments for techni¬ 
cal assistance programmes to at least three years. 

17. Donors should give financial assistance for local recurring 
expenditures and for equipment, transport, and other supplies in 
connection with technical assistance projects. 

18. Loans for projects should include a greater component of 
technical assistance. 

19. International technical assistance should be strengthened 
by the creation of national and international corps of technical 
assistance personnel with adequate career opportunities. 

20. Study should be undertaken, with the support of founda¬ 
tions, in a number of countries, of the needs and possibilities of an 
international volunteer corps. 

Population, Education and Research 

1. Developing countries should identify their population prob¬ 
lem if they have not already done so, recognise the relevance of 
population growth to their social and economic planning, and 
adopt appropriate programmes. 

2. Bilateral and international agencies should press in aid nego¬ 
tiations for adequate analysis of population problems and of the 
bearing of these problems on development programmes. 

3. Developed countries should initiate or strengthen their own 
facilities for population studies. 

4. International organizations should extend their training*'of 
population and family planning specialists in all relevant catego¬ 
ries. 

5. The proposal to appoint a commissioner for population in 
the United Nations is endorsed. 

6. The World Bank, in consultation with the WHO, should 
launch immediately a wide ranging international programme for 
the direction, co-ordination, and financing of research in the field 
of human reproduction and fertility controL 

7. Greater resources for education should be made available 
for (a) research and experimentation with new techniques, in¬ 
cluding television and programmed learning; and (b) a systematic 
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analysis of the entire learning process as it applies to devtlpp- 
ing countries. 

8. Where suitable facilities exist, scholarships ortraining grants 
should be given primarily for attendance at local institutions of 
acceptable quality in aid-receiving countries or regions* 

9. Ooal-oriented research should be linked with regional or 
other national universities or institutions of higher education. 

10. Regional or national laboratories and research institutes 
should be established to study techniques of natural resource 
utilization and to improve industrial product design and production 
techniques. 

11. Nationally based corporations should be created for the 
purpose of developing products and processes which have national 
or international marketing possibilities, or are based on fVontiei 
technology (e.g., low-cost housing, processing of domestic raw 
materials, protein foods, educational television). 

12. Aid suppliers should devote a significant share of their re¬ 
search and development resources and facilities tojprojects speci¬ 
fically related to problems of developing countries. 

13. Industrialised countries should assist in the establishment 

of international and regional centres for scientific and technologi¬ 
cal research in developing countries, designed to serve the commu¬ 
nity of developing countries and specialising in distinct fields of 
research and their application. ^ 

An International Framework for Development 

1. Aid-providers should increase grants and capital subscrip¬ 
tions for multilateral development finance to a minimum of 20 per 
cent of the total flow of official development assistance by 1975. 

2. The World Bank and the IMF, in countries where both ope¬ 
rate, should adopt procedures for preparing unified country 
assessments and assuring consistent policy advice. 

3. Developed countries should commit the equivalent of one- 
half or more of the interest payments duo them on official bilateral 
loans from developing countries to subsidize the interest rates on 
some World Bank lending. 

4. Negotiations for the third replenishment of IDA should 
cover the five-year period 1971-75 and contributions should reach 
the order of II billion annually in 1972 and 11.5 billion by 1975. 

5. The President of the World Bank should undertake a re¬ 
view of the need for organizational change in IDA as its functions 
increase. 

6. IDA should formulate explicit principles and criteria for the 
allocation of concessional development finance and seek in its 
policies to offset the larger inequities in aid distribution. 

7. The President of the World Bank should invite heads of 
appropriate organs of the UN, pertinent multilateral agencies and 
the regional development banks and co-ordinating bodies, to a 
conference to be held in 1970 to discuss the creation of improved 
machinery for co-ordination capable of relating aid and develop¬ 
ment policies to other relevant areas of foreign economic policy, 
moving towards standardised assessments of deveiopmept per¬ 
formance, making clear, regular and reasonably authoritative esti¬ 
mates of aid requirements, and providing balanced and impartial 
reviews of donor aid policies and progranunes. Representatives 
of at least the major bilateral donors and appropriate rq>res»ta- 
tives of developing countries should also participate in the con¬ 
ference. 
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NET FLOW OF FINANCIAL RESOURCES BY CATEGORY TO LESS*DEVELOPED COUNTRIESI* 


(Million US Dollars) 


Disbursements 

1956 

1957 

1958 

1959 

I960 

1961 

1962 

1963 

1964 

1965 

1966 

1967 

1968 

Official disburse- 














mentsf 

3,260 

3,856 

4.387 

4,311 

4,927 

6.099 

5.990 

6.054 

5,889 

6,290 

6,585 

6,988 

6,910 

Official develop- 














ment assistancef 

— 

— 

— 

— 

4,686 

5,165 

5,535 

; 5,869 

5,952 

6,057 

6,279 

6,614 

6,429 

Multilateral 

n.a. 

421 

367 

333 

548 

536 

539 

365 

382 

439 

477 

717 

661 

Bilateral 

n.a. 

3,435 

4,020 

3,978 

4,138 

4,629 

4,996 

5,504 

5,570 

5,618 

5,802 

5,897 

5,768 

Other officialf 

— 

— 

— 

— 

241 

934 

455 

185 

—63 

233 

306 

374 

481 

Private investment 














and lending 

2,998 

3,779 

2,917 

2,820 

3,184 

3,098 

2,497 

2,511 

3,192 

4,170 

3.841 

4.181 

5,843 

Direct investment** 

2,350 

2,724 

1,970 

1,782 

1,969 

1,986 

1,528 

1,710 

1,910 

2,702 

2,355 

2,102 

2,775 

Bilateral portfolio** 

190 

601 

733 

691 

437 

453 

153 

200 

290 

467 

282 

698 

730 

Multilateral port¬ 














folio 





205 

90 

239 

—33 

141 

248 

15 

306 

605 

Export creditt(fl) 

458 

454 

214 

347 

537 

569 

577 

634 

851 

753 

1,189 

1,075 

1,734 

Total Flow 

6.258 

7,635 

7,304 

7,131 

8,075 

9,197 

8,487 

8,565 

9,080 

10,461 

10,426 

11,169 

12,753 


tA new system of classifying official jRows was introduced by the DAC in 1969. This involved reporting “official development assis¬ 
tance’" (flows which arc concessional and primarily intended for development) separately from ‘other official* and including in the latter 
export credits extended by independent governmental institutions (previously classified as ‘private’ in some cases). This classification is 
only available for 1960-68 and for this reason figures for export credits and official flows in that period are not directly comparable with 
those in 1956-59. 

^’^Figurcs for'dircct investment include UK and Italian bilateral portfolio investment. 

(n) The coverage of non-gua ran teed export credits is not complete. 

^Including multilateral agencies. 


NET FLOW OF OFFICIAL AND PRIVATE FINANCIAL RESOURCES TO LESS-DEVELOPED COUMRJES* 


(Classified by Donor Countries) 


(Million US Dollars) 


Country 

1957 

1958 

1959 

1960 

1961 

1962 

1963 

1964 

1965 

1966 

1967 

1968 

Australia 

(45.0) 

(52.0) 

(50.0) 

(58.9) 

(70.9) 

(73.8) 

96.8 

118.8 

136.6 

148.1 

192.2 

187.2 

Austria 

-4.8 

6.6 

—1.3 

5.7 

20.2 

31.0 

5.9 

21.3 

47.3 

49.3 

47.8 

73.9 

Belgium 

36.5 

111.9 

167.8 

182.2 

163.9 

118.2 

174.7 

164.3 

221.1 

178.0 

164.4 

243.0 

Canada 

131.6 

155,1 

82.3 

144.7 

87.0 

109.6 

130.5 

141.8 

169.3 

266.7 

253.9 

306.4 

Denmark 

2.1 

5.2 

(21.2) 

37.9 

33.3 

14.7 

(10.5) 

31.8 

15.2 

21.3 

24.8 

73.7 

France 

1,228.7 

1,337.4 

1,171.7 

1,325.1 

1,406.3 

1.395.2 

1,242.0 

1,360.4 

1,299.4 

1,319.7 

1,341.3 

1,482.9 

Germany 

522.5 

510.5 

806.3 

624.7 

839.0 

650.0 

604.5 

707.2 

726.7 

737.5 

1,140.2 

1,634.9 

Italy 

208.6 

154.8 

149.2 

298.3 

257.5 

390.4 

321.1 

236.8 

265.5 

631,6 

287.3 

505.2 

Japan 

(110.5) 

(314.8) 

(190.2) 

246.1 

381.4 

276.2 

267.4 

289.8 

485.5 

625.1 

797.5 

1,049.3 

Netherlands 

145.1 

193.5 

208.7 

238.6 

200.3 

114.2 

134.4 

118.4 

239.1 

254.1 

228.2 

276.1 

Norway 

9.2 

3.1 

6.9 

10.2 

26.9 

6.8 

21.5 

23.0 

38.4 

17.1 

30.2 

57.7 

Sweden 

25.2 

26.7 

45.0 

46.6 

51.9 

37.3 

53.4 

67.2 

72.7 

108.0 

120.7 

127.0 

Swtizerland 

114.2 

78.7 

112.8 

156.8 

210.6 

161.1 

202.8 

110.1 

191.9 

110.2 

133.7 

214.7 

UK 

960.5 

668.2 

843.6 

880.8 

899.0 

743.9 

720.8 

918.8 

1,027.7 

939.2 

841.4 

845.6 

USA 

4,099.7 3,685,0 3,276.1 3.8J8.2 4,548.7 4,354.5 4,578.6 4,770.3 

5,524.3 

5,019.9 

5,565.4 

5,675.7 

Total 

7,634.6 7,303.5 7,130.5 8,074.8 9,196.9 8,486.9 8,565.0 9,080.0 

10,460.7 

10,425.8 

11,169.0 

12,753.3 


Note : Parentheses indicate estimate. 
^Ihcluding multilateral agencies. 
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NET FLOW OF OFFICIAL DEVELOPMENT ASSISTANCE TO LESS-DEVELOPED COUNTRIES* 

(Million US DoHaM) 


Country 

1960 

1961 

1962 

1963 

1964 

1965 

1966 

1967 

1968 

Australia 

58.9 

70.7 

73.8 

95.9 

100.0 

118.6 

126.1 

157.2 

159.8 

Austria 

O.l 

2.9 

7.0 

2.1 

11.8 

33.8 

34,^ 

28.2 

23.0 

Belgium 

101.0 

92.1 

69.8 

79.7 

71.3 

101.6 

76.1 

88.8 

88.0 

Canada 

75.2 

60.6 

34.5 

64.9 

77.9 

96.5 

187.1 

197.9 

174.7 

Denmark 

5.3 

8.1 

7.5 

8.7 

10.1 

12.9 

21.1 

26.0 

28.7 

France 

847.3 

942.9 

976.0 

851.7 

828.2 

752.2 

744.8 

825.5 

855.2 

Germany 

242.5 

322.0 

399.8 

397.6 

472.9 

436.9 

439.7 

528.1 

553.7 

Italy 

90.9 

79.1 

93.6 

112.9 

59.1 

80.0 

61.9 

120.0 

165.2 

Japan 

105.1 

107.8 

85.3 

137.6 

115.8 

243.7 

283.3 

• 38.43 

355.2 

Netherlands 

35.3 

55.9 

65,0 

37.8 

49.2 

69.6 

93.9 

113.5 

134.4 

Norway 

5.2 

6.8 

6.5 

9.9 

9.6 

11.3 

14.1 

14.5 

25.5 

Sweden 

6.7 

8.4 

18.5 

22.9 

32.8 

38.1 

56.9 

59.9 

71.4 

Switzerland 

3.5 

7.9 

4.9 

6.2 

9.2 

10.7 

14.2 

13.0 

18.8 

UK 

407.0 

456.8 

421.0 

414.5 

493.3 

480.6 

525.9 

498.0 

428.0 

USA 

2,702.0 

2,943,4 

3,271.5 

3,627.0 

3,611.0 

3,750.8 

3,599.0 

3,559.0 

3,347.0 

Total 

4,686.0 

5,165.4 

5,534.7 

5.869.4 

5,952.2 

6,057.3 

6,278.9 

6,613.9 

6,'^.6 

^Including miiltiiateral agencies. 










AVERAGE FINANCIAL 

TERMS OF 

OFFICIAL COMMITMENTS 


• 



Official Bilateral Loan 

Commitments 














Weighted average 

Weighted average 

Weighted average 

total official commit- 


interest rates 

maturity periods* 

grace period 


ments 



(7.) 


(years) 

(years) 





1964 

1968 

1964 

1968 

1964 

1968 


1964 

1968 

Australia* 


— 

— 

— 

— 

— 


100 

100 

Austria 

5.4 

5.2 

8.8(6) 

11.0 

1.4 

3.0 


21 

30 

Belgium 

3.0 

3.2 

20.0 

21.9 

4.5 

6.1 


97 

95 

Canada 

4.7 

1.1 

25.1 

43.5 

4.9 

8.6 


51 

75 

Denmark 

4.0 

0.0 

19.1 

24.9 

5.5 

7.0 


77 

57 

France 

3.2 

3.7 

15,6 

18.0 

3.1(6) 

1 0.8 


80 

70 

Germany 

4.0 

3,9 

18.1 

21.2 

4.4 

5.9 


50 

36 

Italy 

4.3 

4.0(£i) 

9.3 

9.3(a) 

1.5(a) 

l.Of^i) 

44 

12(a) 

Japan 

5.8 

3.9 

16.0 

18.0 

4.5 

5.4 


51 

57 

Netherlands 

3.9 

3.9 

24,2 

29.7 

3.2 

6.6 


75 

56 

Norway 

4.5 

2.2 

17.0 

23.0 

6.0 

5.5 


95 

92 

Sweden 

2.0 

2.5 

20,0 

34.0 

4.5 

9.6 


80 

75 

Switzerland 

5.0 

4.9 

7.5 

13.5 

2.0 

n.a. 


68 

48 

UK 

4.1 

1.3 

24.0 

24.8 

5.1 

6.3 

% 

54 

46 

USA 

2.5 

3.5 

33.4 

30.0 

IJ 

7.8 


58 

45 

Total 

3.1 

3.3 

28.4 

24.8 

6,4 

6.5 


60 

50 


* All Australian official commitments are in the form of grants. 

(a) Estimated. 

(b) Gross disbursements. 
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Not only the biggest, but also making 

Ferro-ibwn in Asia, MISL will shortly double its capacity! 

Reasort^BbSL's Ferro-SIlieon is in g^reat demand in 
li K lia and abroad—UK, USA, West Germany. Japan... 
aMKi 0 reason for such great demand'^ High quality! 
Through availability of high-quality quartz, good 
charcoal, steel scrap, electricity. And, of course, 
strict quality control at every stage! 

MISL likes living up to its great reputation—in India and abroad! 


THE MYSORE IRON & STEEL LTD. 


(A Govt of Mysore if i fert ikiHQ 

Bhadravati (Mysore State> 
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Two big jute mills-members of the Group-conyert jute 
into quality manufactures like special hessians, decorative fabrics 
and carpet backing. And these earn foreign exchange 
by being imported by the U.S.A., Australia 
and most of Western Europe. 


The Group are pioueers In 
'the ]ute industry. 

Bver since manufactare 
started in 1862, the Group 
have maintained a reputa* 
tion for quality 

This consistent high quail* 
ly—a result of strict quality 
control—ensures a full ex¬ 
port order book. 


Another well known unit 
of the Group is the Ganges 
B<me Co. Ltd. 

Established as India's first 
well-equipped rope factory 
in 1903, it is still looked up 
to as a leader. 

In a single year it manu¬ 
factures enough rope to go 
around the world 7 times. 


An Integral part 6t the' 
Group is the Kllburzr Divi¬ 
sion. This division has'a 
sales network oovarlng fhe, 
entire Indian sub-<mntlnsnt.. 
200 products—ranging from 
drawing office pencils to 
heavy plant and precision 
machinery—are marketed 
through this network. 


'iucc.»b 
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THE SPLIT in the Congress party, following from the expulsion from its primary 
membership of Mrs Indira Gandhi, the Prime Minister, by the Congress Working 
Committee, is not yet the historic event that it is $atd]to be in some quarters. It, 
however, may well become one before this aging year is much older. For the 
time being what has actually happened is a sort of palace revolution in the arith¬ 
metic of the Rajya Sabha and Lok Sabha 

Even this development, however, is not an insignihcarit onz. For the first 
time since this country began to govern itself, after the withdrawal of the British 
rule, the central government has been forced into a position where it must be 
content to function without benefit of an absolute majority in Parliament. The 
leader of this government will hereafter have to be fighting constantly on a number 
of fronts. She will have to fight first to keep her following of Congressmen intact. 
The crucial battle here will be the raobilisalion on her side of the members of the 
All India Congress Committee through the meeting she and her supporters have 
called for this weekend. If Mrs Gandhi could, on this occasion, demonstrate her 
hold over the greater part of the Congressmen wIid arc members of the AICC, 
her wing of the party would be immensely strengthened in its fibre This would 
secure her home front. 

The next most important front, where she must wage her war for survival 
and win if she could, would be the ideological offensive against the rival Congress 
wing which she can neither avoid nor even delay. One of her very useful strategic 
assets at the present time is the image she has acquired for herself as a knight 
in shining armour crusading for the millions of underprivileged people who have 
been denied the fruits of national freedom far too long. This may merely be a 
superficial image. It may even be a false one. Nevertheless, the fact remains 
that this is the impression which she and her supporters have been able to put 
across to the people. As a corollary, the group of Congressmen who have 
expelled her from the organisation and broken away from the government sector 
to sit separately in Parliament as a sort of private sector of the Congress party 
has been identified in popular thinking with a backward-looking bossism, com¬ 
mitted in secret and sinister conspiracy, to thwart the liberal, progressive and 
socialistic main thrust of the Congress party. 

Quite plainly and necessarily, Mrs Indira Gandhi has tried to exploit this 
situation with all the resources that she happens to command as Prime Minister. 
It is therefore not surprising that she has served notice on the nation that, when 
she meets the members ofthc ATCC who have been called to New Delhi to rally 
to her side and help her capture the official Congress machinery, she will come out 
with an announcement of government policies more radical than those to which 
the Congress party has officially committed itself on various occasions until now. 
The temptation here would be for her not only to unfurl anew the banner of 
socialism but throw it into the air and, as it returns, catch it in one grand acroba¬ 
tic flourish. 

There is yet another front which too Mrs Gandhi must take care of. In 
some ways, this could be the decisive front since any serious weakness here would 
be fatal to her possession of the Prime Ministership and therefore her political 
existence itself. The battle here would be a diplomatic one designed to contrive 
that as many as possible of the Members of Parliament outside the Congress would 
vote with her rather than with the rival Congress wing. The outlook here is 
more confused than the tacticians of Mrs Indira Gandhi's camp may be willing 
to concede. For instance, while it is true that it may generally serve the purpose 
of the two communist factions to fish in the troubled Congress waters by lending 
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parliamentary support to the Indira 
Gandhi administration, the possibility 
cannot be overlooked that the com¬ 
munist movement in this country, 
under certain circumstances, may not 
be entirely unwilling to precipitate a 
mid-term election. It is ourjudgment 
that the communist) could quite possibly 
decide that the mid-term poll for the 
Lok Sabha, besides providing a welcome 
diversion from the difficulties that have 
arisen for them in Kerala and West 
Bengal, may assist in their basic sub\'cr- 
sive purpose of keeping aggravating 
political tensions and keeping alive an 
agitational atmosphere in the nation. 
This apart, there is the even more rele¬ 
vant fact that Mrs Indira Gandhi still 
has to negotiate an understanding with 
the communist groups. Being no great 
believers in political philanthropy, 
the latter certainly are not going to 
give a blank cheque of parliamentary 
support to the present administration 
of the centre. The terms, surely, will 
have to be agreed upon—and these 
terms must be right. 

It could be assumed with some reason 
that the PSP and the SSP might provide 
some useful allies to the Prime Minister 
from their ranks. What cannot be 
assumed is that the entire strength of 
these two groups in Parliament would 
be hers to rely on under all circumstan¬ 
ces, Many in the SSP have an allergy 
to Mrs Indira Gandhi, which is more 
than political. TTic essential political 
ethos of the SSP, moreover,is that of 
a political group out to do a hatchet job 
on the Establishment. As a party, 
the PSP may be more amenable to the 
solicitations of the Indira Gandhi 
administration than the SSP. Even 
so, on many issues, the PSP is bound 
to be a house divided against itself in 
its support to the Prime Minister. 

The only parliamentary group from 
which Mrs Gandhi could expect steady 
support is the DMK. This is for the 
simple reason that the DMK has little 
to gain from a mid-term poll and has 
therefore a vested interest in ensuring 
continuity of government at the 
centre. The strategists of the DMK 
are well aware of the fact that, 
in spite of the fact that the Congress 
organisation in Tamil Nadu is 
no longer a monolithic monopoly 
of Mr Kamaraj, that skilful politician 
is still capable of inflicting considerable 
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damage on their party in the event of 
elections for the Lok Sabha being held 
in the near future. An electoral alliance 
against the Congress would be a much 
more tricky proposition now than it 
was in 1967. It is therefore very much 
in the interest of the DMK to ally 
itself in Parliament with Mrs Gandhrs 
wing of the Congress. This does not 
however mean that its resourceful 
leader, Mr Karunanidhi, will easily 
give up notions of driving a hard, 
even if not readily visible, bargain. 

Not quite unexpectedly a group of 
Independents in Parliament has come 
forward to pledge its support to the 
present administration at the centre 
on the reasoning that this action on its 
part will be a contribution to the main¬ 
tenance of political stability and govern¬ 
mental continuity at a time when no 
viable democratic alternative to the 
Indira Gandhi administration seems 
to be in prospect. This attitude is 
entitled to respect, although it docs 
seem rather odd that the Independents 
concerned have been so prompt in 
drawing a rather definite inference 
from a political situation which is so 
pregnant with possibilities of sudden 


Decontrol 

IN less than six weeks, the cement 
industry in this country will be freed 
from the fetters of price and distribution 
control. A storm is, however, gathering 
over this move as no less than 133 
members of Parliament recently sub¬ 
mitted a memorandum to the Prime 
Minister urging her to retain the con¬ 
trols over the price and distribution of 
cement, and the freight pool. In their 
view, decontrol of cement was prema¬ 
ture and the abolition of the freight 
pool would cause wide variations in the 
price of cement across the country. 

The thesis presented by this group of 
MPs hinges on the following three 
points : (1) Cement being an essential 
construction material for the growth of 
infrastructure, it should be made 
available to consumers at a uniform 
price in all parts of the coun^ as is 
the case with steel; (2) the decision 
of the government to withdraw these 


or $ur|»idn& developments*^ jlii -any 
case, iht emergence in the fbture of 
viable democratic alternative would 
certainly not be facilita^ if there were 
to be a general tendency to play safe. 

In the foregoing analysis we indicated 
the various fronts on which, the Prime 
Minister will have to wage her battles 
if she is to survive politically and be 
supreme. Although our description 
dealt with these fronts one after the 
other, the fight itself will have to be 
carried on simultaneously on all the 
fronts. In other words, the politics 
of survival wilp have the first claim 
on the time, energy and resources of the 
Indira Gandhi administration in the 
months—or weeks—to come. The 
call of government business, if heard 
at all, may be heeded only in terms of its 
relevance to the demands of the political 
gamble. In the circumstances, Parlia¬ 
ment will no doubt become an exciting 
gladiatorial forum for sparring poBticians 
or groups. Politicial stability or govern¬ 
mental continuity may, consequently, 
be maintained more in form than in 
substance. This may be a far from 
comforting thought for others, besides 
the Independents. 


of Cement 

controls is based on the analysis that 
the supply position would be compara¬ 
tively easy for the next few years (this 
statistical analysis is inaccurate and 
there is every likelihood that shortage 
of cement would persist tilt 1970 and 
even beyond); (3) the freight pool is an 
economic safeguard for the consumer 
as it enables producers in surplus aM|is 
to send supplies to deficit areas without 
any extra charge. The price of cement 
in most of the states would rise conse¬ 
quent upon the abolition of the freight 
pool. * 

Let us examine these points one by 
one. The'•controls over various in¬ 
dustries were initiated in our country 
in periods of shortages and the conse¬ 
quent uniformity in prices of cooriolled 
commodities was a natural outoome of 
such a policy. If ocment and st^^ 
prices were made uitifonn aU over 
country it was not for helping or hasten- 



jj^lhecftatipn of the iiifmatniolo^ 
for iiiakiiig eontroli effective. Mow thet 
thcfeJs no longer an overall shortage 
of cement^ there is no warrant for the 
coatinuanoe of price controls. 

Some of the problems now facing the 
industry are the consequence, in fact, 
0f the improved supply position. The 
total ^oduction of cement is far ahead 
of demand and stocks are piling up in 
certain areas. Licences were granted 
during the last quarter century for the 
establishment of cement plants in areas 
which from marketing point of view 
were highly unsuitable and the present 
surpluses in certain areas of the country 
is the consequence of this policy. In 
the southern states particularly, the 
establishment of new cement factories 
as well as the expansion of the estab¬ 
lished ones, was allowed without taking 
into account the demand for cement in 
these states. It is now estimated by 
the union Ministry of Industrial De¬ 
velopment that the total capacity of 
cement factories in the states of Kerala, 
Mysore, Tamil Nadu and Andhra 
Pradesh will be 5.6 million tonnes by 
the end of the current year. 

The total production of cement in 
these four states has been estimated at 
around 5.04 million tonnes while their 
consumption in the current year is 
estimated to be about 3.3 million tonnes. 
These estimates have been arrived at 
on the basis of the actual consumption 
figures of these states for the first five 
months of the current year. It 
follows that these four states have at 
present a surplus of about 1.74 million 
tonnes of cement. If the price and distri¬ 
bution control on cement is withdrawn 
and the freight pool is abolished with 
cfltect from January I, 1970, these 
states will have to dispose of this auir- 
plus Cement in other neighbouring states 
incurring additional cost in transport, 
which may strain the financial opera¬ 
tions of tl^ companies. 

According to the experts in the 
Ministry of Industrial Development, 
however, the present capacity in the 
four states Is not excessive and that the 
su^us can easily be absorbed in the 
neigjiboiiring districts of Maharashtra 
atid tufjOda. The capacity of the cement 
plants itt the foiup southtjni states is 
fikdy to \6 ^.6 itg^Ufion tonnes in 
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1970 but thek production will increase 
to no inore than 5.35 million tonnes. 
If the demand for cement by the neigh¬ 
bouring areas of Goa and Maharashtra 
is included, the consumption of cement 
produced in these four states is esti¬ 
mated to increase from 3.3 million 
tonnes to 4.6 million tonnes. If the 
usual 10 per cent annual rise in the de¬ 
mand for cement in these states is taken 
into account, the level of consumption 
will rise further to about five million 
tonnes. The coastal districts of Orissa 
could easily absorb about 150,000 
tonnes of cement from these states 
leaving a snmll surplus of no more 
than 200,000 tonnes which could 
certainly be reduced further if exports 
of cement, which are likely to take place, 
are taken into account. How far this 
analysis is realistic is no doubt the 
crux of the current controversy between 
the officials of the Ministry of Industrial 
Development and cement manufacturers 
in the south. 

On Monday, in Parliament, the 
Minister for Industrial Development 
formally reaffirmed the government's 
decision to decontrol cement with effect 


THE credit policy for the new busy 
season announced by the Governor 
of the Reserve Bank of India 
after having discussions with lead¬ 
ing bankers, does not contemplate 
any change in re-financing facilities 
or the manner of credit ex¬ 
pansion by the central banking insti¬ 
tution. In view of the comfortable 
position of the scheduled commercial 
banks and the likelihood of a vigorous 
growth in deposits it is expected that 
there will be no bottleneck in regard 
to the availability of funds and the sea¬ 
sonal requirements of industry and 
trade for productive purposes can be 
fully satisfied. The happy state of 
affairs that now exists in the money 
market is due mainly to the striking 
improvement in the net deposits of the 
scheduled commercial banks since the 
beginning of this year and a fairly stable 
level of prices. Between December 
27, 1968 and CX:tober 24* 1969, net 
deposits increased by Rs 557 crores 
to Rs 4,762 crores. During the same 
per^ in 1968 there was an increase 
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from January 1, 1970. He has thus re¬ 
jected finally the representations made 
by the manufacturers in the south and 
the Government of Tamil Nadu for a 
reconsideration of this decision. There 
can, of course, be no denying the fact 
that decontrol will impose some very 
real burdens on the cement industry 
in the southern states. The official 
statistics and inferences to which we 
have alluded earlier are only valid to 
the extent that they suggest that these 
difficulties might largely be of a transi¬ 
tional nature. What matters now is 
that this transition should be made as 
short and as smooth as possible. This 
can be achieved only if there is an or¬ 
ganised effort on the part of the <^ment 
industry as a whole to deal with the 
problems of its southern section. The 
withdrawal of government control must 
lead to a scheme of self-discipline on 
the part of the industry. By regulating 
itself in its own best interests, the in¬ 
dustry will have earned a claim to such 
assistance as the government may be 
able to give for tempering the wind to 
the shorn Jamb of cement manufactur¬ 
ers in the south. 


of Rs 332 crores to Rs 4,095 crores. 
This rate of improvement is unprece¬ 
dented and it would appear that in the 
absence of unforeseen developments 
total additions to deposits in 1969 may 
even exceed Rs 675 crores, a record for 
all time. But for the indications of a 
slight slowing down in the rate of grow¬ 
th in the past few weeks it would have 
been possible to achieve an increase of 
even Rs 750 crores, on the basis of the 
performance in the first half of 1969. 

It may be that there has been a 
better use for available resources with 
a revival in economic activity. Even 
so during this year’s slack season, the 
rise in deposits has been sizeable* lacing 
Rs 123 crores, more than the improve¬ 
ment recorded in the 1968 slack season. 
With the vigorous implementation of 
the programme of branch-banking and 
increasing monetisation of the economy 
it would be reasonable to anticipate 
bigeer additions to deposits in the co¬ 
ming years if the hasty expansion of 
credit in some directions following the 


More Money to Go Round 
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nationalisation of banks does not give 
rise to fears about the safety of 
deposits. Immediately the public 
sector has derived considerable benefit 
out of the resources of the banking sys¬ 
tem as since the beginning of this year 
investments have <isen by as much as 
Rs 235 crores and large loans have 
also been made available to the state 
electricity boards and other public 
bodies. Quite a sizeable amount is 
also locked up as a result of the financ¬ 
ing of the procurement of foodgrains. 

In spite of these new developments, 
member banks arc now having an im¬ 
proved liquid position as cash balances 
are high by Rs 34 crores as compared 
to the last week of October, 1968, 
while borrowings from the Reserve 
Bank were only Rs 19.29 crores on 
October 24, recording a decline of 
over Rs 9 crores as compared to the 
corresponding week last year. The 
higher liquidity ratio is due mainly 
to the phenomenal additions to deposits 
as there has been no net contractions 
of advances in the slack season. These 
were even slightly higher by Rs 24 
crores and it has been explained that 
the absence of the usual 'slack season 
trends is due to the grant of credit to 
borrowers in the priority sectors. 

With .a fairly low level of borrowing 
from the central banking institution 
heavy investments in government se¬ 
curities and the likelihood of the mo¬ 
bilisation of fresh resources on a large 
scale, there is a feeling in banking cir¬ 
cles that the need for borrowing from 
central banking institution will arise 
only after January and there may not 
b: any unmanageable squeeze in the 
money market unless there was a big 
expansion of credit for procurement 
purposes and it was necessary to allo¬ 
cate large amount for the distribution 
of fertilizers and other agricultural 
inputs, purchase of tractors and the 
like. But the increase in advances on 
account of the new types of lending may 
be sizeable only over a period so that 
it will not be incorrect to say that the 
new factors may not inflate credit re¬ 
quirements by more than Rs 100 crores 
in a six-month period. If the trends 
in the last busy season arc any guide, 
member banks may be able to mobilise 
out of their own resources about 
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Rs 450 crores taking into account fresh 
additions to deposits and a drawing 
down of liquid resources. Only for 
the balance they will have to resort to 
borrowing from the Reserve Bank, 
which can easily be Rs 200 — 250 
crores. There will be an unusual 
increase in borrowings of member 
banks, only if the demand for funds for 
industry and trade and for other priori¬ 
ty purposes increased by* over Rs 700 
crores. From present indications ex¬ 
pansion of credit of more than this 
order is unlikely unless in April-June 
next year there are indications of a 
big drop in prices for food and cash 
crops with bumper yields. It is now 
expected that the output of foodgrains 
will be around 100 million tonnes in 
1969-70 and the Food Corporation 
of India may have to intensify its pro¬ 
curement operations. The situation 
can, however, be managed without diffi¬ 
culty if the restrictions on the move¬ 
ment of wheat and rice could be re¬ 
laxed. The sugar industry, for its 
part, may need finance for holding 
heavy stocks which are estimated to 
increase by 1.2 million tonnes before 
March next year calling for bank fin¬ 
ance of about Rs 80 crores. The com¬ 
plications in financing the requirements 
of all types of borrowers may, there¬ 
fore, arise only in the second quarter 
of 1970 though usually in March 
there will be a squeeze because of the 
need to make tax payments and heavy 
arrivals of raw cotton into the different 
marketing centres. 

It may not be correct to base calcula¬ 
tions on the experience of the 1968-69 


busy season as the recovery in industrial 
production was just beginning to be 
felt and with a regulation of imports, 
inventories of raw materials add com¬ 
ponents were tending to decline. The 
procurement operations also were not 
on a much larger scale than in the pre¬ 
vious year because it was decided by 
the government to enlarge the -wheat 
zone and the state governments also 
relaxed the restrictions on the move¬ 
ment of coarse cereals. There was, of 
course, a big increase in sugar stocks 
and these have been financed by banks 
at a time when open market prices were 
ruling at fairly high levels. In the co¬ 
ming months there may be a slight 
increase in inventories apart from an 
unprecedented accumulation of sugar 
stocks. The State Trading Corpora¬ 
tion also will be financing the purchases 
of jute stocks in pursuance of support 
operations. If even with a relaxation 
of restrictions regarding the movement 
of foodgrains it became necessary fq 
procure additionally one or two million 
tonnes there will be need for finding 
about Rs 100 crores on this account. 
It may not, therefore, be. surprising if 
there was an additional demand for 
funds by about Rs 200 crores until 
the middle of next year. Against this, 
the additions to deposits may be of an 
order which was higher by at least Rs 
100 crores as compared to the 1968-69 
busy season. With the use of about 
Rs 50 crores out of existing resources 
even heavy borrowing from the central 
banking institution can be avoided. 
The whole position will become clear 
early next year. If the Reserve Bank 
can take care of any unexpected situa- 
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tions that may arise out of tlic reafung 
of bumper food erops the current busy 
seasoih may not create any intractable 


problems, '^hat is all needed is a 
pragmatic policy on the part of the 
Reserve Bank of India. 


Tea for Chief Ministers 


AN imporlunt fact revealed by the 
report of the P.C. Borooab Committee 
on the tea industry is the indifferent 
attitude adopted by the state govern¬ 
ments to its problems. Although it is 
only the central government that can 
provide substantial relief to the tea 
industry and improve its competitive 
capacity, there are many fields where 
appropriate action by the state govern¬ 
ments also can effectively contribute 
to its prosperity. For instance, why 
can't the state governments provide 
adequate irrigation facilities for the tea 
gardens? The lack of timely rainfall 
often hinders the healthy growth of the 
tea plants and sprinkler irrigation there¬ 
fore is most essential. Provision of irri¬ 
gation facilities is a responsibility of 
the state governments. But, says the 
Borooah Committee, “in actual prac¬ 
tice no state government has discharged 
this obligation so far.“ Even states like 
Assam and Tamil Nadu which have vital 
stake in the tea industiy have not cared 
to provide adequate supply of water 
on the ground of lack of funds or some 
other excuse. It is not surprising there¬ 
fore that mainly because of the in¬ 
sufficient supply of surface water, the 
tea estates have not been able to take 
advantage of the Tea Board's irrigation 
equipment hire-purchase scheme. Out 
of a corpus of Rs 2 crores earmarked 
by the government for this scheme, only 
71 applications valued at Rs 87,48 
lakhs have been sanctioned till 
August 31, 1968. 

Taxation is another field where the 
state governments can provide some re¬ 
lief to the tea industry. The Borooah 
Committee has recommended that all 
teas exported from Calcutta after auc¬ 
tions should be exempt from the pay¬ 
ment of the West Bengal Entry Tax 
and that in the case of the Kerala Sales 
Tax, tea should be exempted from the 
levy at the first point of sale. The 
Committee estimates the revenue from 
West Bengal Entry Tax at about Rs 2 
crores per year and from the Kerala 
Sales Tax at about Rs 1.5 crores. But the 
Committee has made no recommenda¬ 


tion about the Assam Passenger and 
Goods Taxation Act. AJI it says about 
this Act is that under this the Assam 
government levies a duty of 10 per cent 
of the freight on teas moving from 
estates in Assam to the port of Cal¬ 
cutta subject to a minimum of 2.2 paisc 
per kg and that the industry has to pay 
annually about Rs 72 lakhs. Regarding 
the Agricultural Income-Tax, the 
Committee reveals that the rates vary 
from state to state and that they are 
the highest in Assam and Kerala while 
in some states they work out higher than 
those of the central income-tax. The 
Committee has endorsed the view of 
the Tea Finance Committee which had 
suggested that the rate of tax on the 
agricultural portion of composite in¬ 
come should not exceed the rate of tax 
on the non-agricultural portion of it. 

It is hoped that the state govern¬ 
ments will heed these recommenda¬ 
tions and provide some relief to the 
tea industry which is so important from 
the point of view of employment. The 
states should also modify policies in 
respect of other matters which impose 
a heavy burden on the tea industry, such 
as housing and medical facilities for 
labour and supply of foodgrains at 
concessional rates. The industry has not 
been able to discharge these obliga¬ 
tions properly because of their poor 
profitability and the lack of prompt 
financial assistance from the state 
governments. For example, the tea 
industry is entitled to get loans and 
subsidies from Ihc government for 
building houses for workers. But 
in 1967-68 against the total annual 
requirement of Rs 6.92 crores in Assam, 
the state government had provided 
only Rs 5 lakhs for the Plantation 
Labour Housing Subsidy Scheme. 
The Committee has suggested that the 
cost of construction of houses should 
be allowed as a revenue expenditure for 
assessment of income-tax, that the statu¬ 
tory rate of building at eight per cent 
should be reduced to four per cent and 
that the Government of India should 
persuade the state governments con¬ 


cerned not to institute prosecutions 
against the estates for failure to build 
houses at the latter rate unless subsidies 
of loans arc made available tq all. 
The states, moreover, have been urged 
not to effect any further changes in the 
^deifications already laid down. 

As regards the supply of subsidised 
foodgrains to labour, the Committee 
asserts that if this responsibility is taken 
over by the government, the Industry 
wUl be able to concentrate more on its 
real function, namely, the production 
of quality teas. Incidentally, it is inter¬ 
esting to note that no other industry 
is called upon to bear this burden by 
which the tea companies are obliged to 
supply foodgrains to labour at 1941 
prices. 

But the more immediate need of the 
tea industry especially in North India 
is discipline and higher productivity 
on the part of labour. This is the one 
field where the state governments should 
take prompt and vigorous action. 
The strike in the tea industry for 16 
days in West Bengal in August cost the 
country a good deal in terms of produc¬ 
tion and foreign exchange. It is 
estimated that the loss of production 
due to this strike was about 10.74 
million kgs valued at Rs 6.40 crores; 
and the industry has been burdened 
with an additional wage bill of Rs 3 
crores a year. 

The state governments, and the chief 
ministers in particular, should give 
special attention to the problems of the 
tea industry. This is all the more 
essential in West Bengal where the in¬ 
dustry in Darjeeling is faced with a 
critical situation. The Borooah Com¬ 
mittee has said that tea production 
in Darjeeling has made no progress 
since 1960 whereas the north cast crop 
during this period increased by 15 per 
cent as a whole, ‘The future for 
Darjeeling looks gloomy", says the 
Committee. It reveals that in the past 
18 years, only 1.7 per cent of the area 
in Darjeeling has been replanted and 
that at this rate nearly a century would 
be required before all the original 
bushes arc replaced. The Government 
of West Bengal should look upon 
Darjeeling not merely as a summer re¬ 
sort but as a place where the best quality 
lea is grown and the industry therefore 
deserves special attention. 
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FOREIGN POLICY AFTER NEHRU 

DR A. APPADORAI 


FIVE years after Nehru passed away, it 
will be useful to analyse how far India's 
foreign policy, shaped by Nehru in the late 
forties, remains the same or has been 
changed by his successors. 

In essence, it will be correct to say that 
the basic principles followed by Nehru 
have been followed by his successors. 
These were non-alignment and non-invol¬ 
vement in military pacts, support for the 
freedom of dependent peoples and the 
equality of races, friendship with all peo¬ 
ples more especially with peoples of Asia 
and Africa, support for the United Na¬ 
tions and for the economic development of 
underdeveloped countries and, above 
all, to work for world peace especially 
by creating the temper of peace among 
the governments and peoples of the 
world. 

Policy StatenMiiit 

This will be clear from the policy state¬ 
ments by Shastri and Indira Gandhi given 
below :— 

In his first broadcast to the nation on 
June 11 1964^ after he became Prime 
Minister, Lai Bahadur Shastri outlined his 
foreign policy thus: “We shall continue to 
seek friendship and develop our relations 
with all countries irrespective of ideology 
or their political systems. Non-alignment 
will continue to be the fundamental basis 
of our approach to world problems and 
our relations with other countries... .we 
would consider it our moral duty to lend 
every support to the ending of colonialism 
and imperialism so that all peoples every¬ 
where are free to mould their own destiny. 

“Our late Prime Minister was one of the 
founders of the Afro-Asian movement. 
We conceive of Afro-Asian solidarity not 
as an end in itself but as a means for achiev¬ 
ing certain noble objectives. These are to 
work for the freedom of the people of Asia 
and Africa, to build up the area of peace 
and understanding among all nations and 

Foreign Affairs Record, Vol. X, 
Pp. 157-58. 


to promote economic growth and higher 
living standards among our peoples.... 
_My government reaffirms its unflinch¬ 
ing support for the United Nations.... 

“The problem of problems that faces 
mankind today is the achievement of 
peace and disarmament. For countless 
generations mankind has been yearning 
for peace. The supreme task facing the 
United Nations is to ensure not only that 
war is banished but that war is made im¬ 
possible. As President Johnson has said, 
a world without war would be the most 
fitting memorial to Jawaharlalji. We 
pledge ourselves, in co-operation with 
other peaceful nations of the world, to 
continue to work for the realisation of 
this ideal.” 

Mrs Indira Gandhi in her statement on 
foreign policy on January 26, 1966* cate¬ 
gorically said that Nehru’s principles would 
continue to guide her : “The fundamental 
principles laid down by my father, to which 
he and Shastriji dedicated their lives, will 
continue to guide as. It will be my sincere 
endeavour to work for the strengthening of 
peace and international co-operation so 
that people in all lands live in equality, 
free from domination and fear.” 

Shift In Bmphatit 

While the essentials of the policy have 
remained the same, a study of India’s 
foreign relations in depth shows that in the 
implementation of that policy, there has 
been a shift in emphasis from the world 
focus to countries nearer home; there have 
also been less of general statements on 
world peace and the like and a more mature 
handling of concrete problems which 
affected India’s own national interests. 
In the latter half of Nehru’s Prime Minister- 
ship it was felt by many that Nehru had 
been far more interested in problems of 
less direct interest to India such as Korea, 
IndO'China and Suez than India’s own 
security problems resulting in China and 


*. Foreign Affairs Record, VoL XXI 
Pp. 3-4. 
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Paki.stan seizing many square miles of 
Indian territory* Shastri and Indira 
Gandhi have been more realistic as can be 
seen from a study of our relations with 
south-east Asia, Pakistan and Ceylon, 
and our attitude to the Non-Proliferation 
treaty of 1968. 

South-East Asia 

For some years after the troubles with 
China started around 1960, India was busy 
cisew'here and the south-east Asian peoples 
got the impression that India w'as some¬ 
what aloof from them; Japan stepped in 
and cultivated trade relations with them in 
a big way. After 1964, a positive policy 
of improving relations with Indonesia, 
Burma and other countries in the region is 
discernible. Bilateral talks were deve¬ 
loped with Burma and Singapore, Malaysia 
and Indonesia, Laos and Cambodia and 
with the Philippines. A large number of 
scholarships and training facilities were 
offered and a beginning made in startinfc^ 
joint-ventures to strengthen economic 
relations, e.g, in Malaysia. The Prime 
Minister and senior officials of the Minis¬ 
try of external Affairs visited^one or more 
countries of the region. 

A trade agreement with Indonesia was 
signed at Djakarta on December 28, 1966; 
under the agreement it was agreed that 
the two countries would endeavour to 
increase the levels of their trade and diver¬ 
sify it to the maximum extent possible. 
The delegations of the two countries also 
discussed the possibilities of increasing 
economic and technical co-operation bet¬ 
ween the two countries, for example, by the 
promotion of joint-ventures in the indus¬ 
trial field, providing training to technicians 
in the fields in which each country had 
the necessary know-how and so on. As a 
further step, it was agreed that senior 
officials of the two cotmtries should meet 
periodically to review the working of the 
trade agreement and the progress of the 
various measures for increasing technical 
and economic co-operation between the 
two countries. General Ne Win, Chair¬ 
man of the Revolutionary Council of 
Burma, visited Indjft in 1966; the Minister 
of External Affairs was able to report to 
the Lok Sabha that our relations with 
Burma were very cordial and friendly. 
In particular Burma made a ready response 
that year to India’s appeal to tide over 
the difficult rice situation in the country. 
The Jttdo-Burmese Boundary Ageoement 
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Extm pap^Mmli 

costs ^ moiieu 



Pioflt fioni Air Cango 


Hyou don't uu Air C«r0O boeauso you think its 
axiMnfiva. you could ba chaating yourself. 

Some of your profits could be tost on unnecessary 
inventory, warehousing, packaging, labour and 
insurance, 

eargo'ls hot aScCOsMy as it first seems, because 
bapiiiort cofte nehrtp^reeHy e«ue- ifHfieati^ of 
these tweldistributidh costa. Also, because air cargo 
CNr^s VeU lesfift cMivarry. you get a faster sale and a 
feefer.retufhf on yOtfr. ioMstment. 

■.Ctamtmn v itfipre w ed . further orders are 

SudiH^ new markets are operted to you. 


Now, if your particular product or 
market won't allow a complete switch 
to air exporting, you still needn't risk losing orders 
through late detiveriee 
You can take advantage of air cargo's speed 
with BOAC's Air/Sea Mix Plan. You send the bulk, 
by sea. but build an allbwanca into your costing 
system to use air in emergencies. The extra cost is 
offset by spreading it over arery unit you export. 

Discuss the potential of air cargo exporting with 
your local BOAC Cargo Office. 

You owe it to your profita. 
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of March 10, 1967 re&otved (he more 
serious of the conflict with that 
neighbour. 

The main event in Tndo-Pakistan rela¬ 
tions after 1964 is the Indo-Pakistan 
conflict of August-September 1965. That 
Pakistan initiated the conflict is now gener¬ 
ally accepted. The Report of the Secretary- 
General of the United Nations dated 
September 3, 1965 stated: 

“The current serious trouble affecting 
the cease-fire and the CFL in Kashmir 
dated from August 5,1965 and consists of 
u large number of violations of the CFL 
by crossings of the Line, by firing across it 
with artillery pieces and by the occupation 
of positions on the wrong side of the Line 
. ...Genera] Nimmo has indicated that the 
series of violations that began on August 5, 
were to a considerable extent in subsequent 
days in the form of armed men, generally 
not in uniform, crossing the ceasefire line 
from the Pakistan side for the purpose of 
armed action on the Indian side. This is a 
conclusion reached by General Nimmo on 
the basis of investigations by the United 
Nations observers, in the light of the exten¬ 
siveness and character of the raiding 
activities and their proximity to the CFL.” 

The war was indecisive, the armies of 
India and Pakistan were more or less intact, 
though Pakistan had lost a considerable 
number of their well-publicised American 
tanks; 740 square miles of Pakistan’s 
territory were under Indi.in occupation 
while 210 square miles of Indian territory 
were under Pakistani occupation. 

It was in this situation, that the Soviet 
Prime Minister took the initiative in 
inviting the President of Pakistan and the 
Prime Minister of India to Tashkent. 

In perspective the more immediate gains 
of the Tashkent Declaration can easily 
be recounted. As the Prime Minister of 
India and the President of Pakistan agreed 
in the Declaration (1) all armed personnel 
of the two countries were withdrawn 
before February 25, 1966 to the positions 
they held prior to August 5, 1965; (2) the 
High Commissioner of India to Pakistan 
and the High Commissioner of Pakistan to 
India returned to their posts and the 
normal functioning of diplomatic missions 
of both countries, which had been dis¬ 
rupted by the conflicts, was restored; (3) 
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the repatriation of prisoners of war was 
arranged. 

It is in respect of the provision in the 
Declaration In respect of the restoration 
of economic and trade relations, communi¬ 
cations and cultural exchanges that the 
progress has been slow. 

For India, the most important gain has 
been the reaffirmation by Pakistan (along 
with her) of her obligation under the 
C’harter to settle her disputes through 
peaceful means, and not to have 
recourse to force, though whatever 
be the subsequent interpretation put 
upon it by Pakistan. Secondly, the 
whole background of the Tashkent Dec¬ 
laration being an emphasis on bilateral 
talks to settle all disputes, and the Soviet 
Union being a witness to the Declaration, 
it is unlikely that she will encourage 
Pakistan to go to the international forum 
for further consideration of the Kashmir 
issue. Michael Stewart’s categorical state¬ 
ment at New Delhi on December 5, 1968 
shows how the mind of the three great 
Powers most concerned—the USA, Great 
Britain and the Soviet Union—is working 
on this issue. He said “Britain will not 
favour action by the UN Security Council 
on Kashmir.” He added that should 
Pakistan take the issue to the UN. Britain’s 
position would be that she and other 
members of the Security Council could do 
no more than urge the two parlies concerned 
to reach agreement among themselves. 

Ceylon 

Negotiations had been taking place 
between India and Ceylon on the citizen¬ 
ship rights of “the plantation population of 
Indian origin” numbering about 900,000 
for some years. An agreement had been 
arrived at in 1954 between the governments 
of the two countries but differences of 
opinion began to arise on the interpreta¬ 
tion of certain clauses of the agreement. 

It is to the credit of Lai Bahadur Shastri 
that he took up the issue and arrived at an 
agreement which was considered satis¬ 
factory for both the countries. 

The agreement was concluded on 
October 30, 1964. The first five heads of 
agreement given below show that both the 
countries took a practical view of the 
problem, decided on a certain number who 
could be given the citizenship of Ceylon 
and the rest the citizenship of India and the 
programme of repatriation of those who 
would be granted Indian citizenship would 
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be phased over a period of 15 years u> 
allow adequate time to tackle the problem 
of employment which would necessarily 
be involved in such a large-scale repatria¬ 
tion. 

(1) The declared objective of this 
agreement is that all persons of 
Indian origin in Ceylon who have 
not been recognised either as 
citizens of Ceylon or as citizens 
of India should become citizens 
cither of Ceylon or of India. 

(2) The number of such persons is 
approximately 975,000 as of dale. 
This figure docs not include illicit 
immigrants and Indian passport 
holders. 

(3> 300.000 of these persons together ^ 
with the natural increase in that 
number will be granted Ceylon 
citizenship by the Government of 
Ceylon; the Government of India 
will accept repatriation to India of 
525,000 of these persons together 
with the natural increase in that 
number. The Government of 
India will confer citizenship on 
these persons. 

(4) The status and future of the re¬ 
maining 150.000 of these persons 
will be the subject matter of a 
separate agreement between the 
two governments. 

(5) The Governmmt of India will 
accept repatriation of the persons 
to be repatriated within a period of 
15 years from the date of this 
agreemmt according to a prog¬ 
ramme as evenly phased as 
possible. 

The Non-Proliferation Troaty 

That India has not signed the Non- 
Proliferation Treaty of 1968 in spite of 
pressures is, I think, a bold stroke of 
policy. The reason is related to India’s 
national interest. If India signs the treaty 
in its present form, she will have no option 
to make the atom bomb if, in the dynamic 
international situation, she later considers 
it essential in her national interest to mike 
it. India’s position aming non-nuclear 
weapon states is, in this regard, peculiar. 
China is not friendly to her; her inter¬ 
national boundary touches India’s; she 
has the bomb; she is not likely to be a 
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signatory to the Non-Proliferation Treaty. 
Pakistan's attitude is not known; ifPaki^an 
itJ.st) does not sign the ti^ly^ .^pUllston 
between Pakistan and <^ina 
tew guesses in international politics ij^ich \ 
may prove right. True.China’gibtlj^tions 
are not known. One view i$/tilat since 
China's ambition.s arc globaL while there 
may be a threat from her to India's security, 
a full-scale invasion of India by her may be 
ruled out, but political subversion and/ 
or limited military operations >vith conven¬ 
tional weapons by her may be guarded 
against. The other view is that India is 
threatened immediately by the steady 
increase in Chinese military capacity in the 
nuclear field, and guarantees against the 
C'hincsc threat arc worse than useless, for, 
who can guarantee that the guarantees will 
be honoured; therefore we must have the 
option to make the bomb. Who can decide 
between these view^, both of which arc 
at best guesses? Not sign the treaty is 
a safe policy. 

It is a fact that India no longer plays the 
same active role that she played in the 


THF ban on forward trading in shares 
was imposed over five months ago. Will 
it continue indefinitely? There is a point 
of view' that rt cannot be permanent. On 
the other’hand, since the Prime Minister, 
who is in charge of the Finance portfolio, 
has referred to forward trading in shares 
as a lu.xury and that it serves no useful 
siK-ial purpose, the other point of view is 
that it may continue Indefinitely. 

In examining the i.ssucs invoKcd certain 
facts have to be borne in mind. At the 
ceremony of laying the foundalioii of the 
Bombay Stock Exchange building, some¬ 
time before the ban, the then Finance 
Minister Mr Morarji Desai had warned 
stock brokers to “refuse speculative busi¬ 
ness before the government came out with 
a prohibitory order on s|>cculalion or 
even decided on a closure of the stock 
markets to halt the unbridled speculation 
which is detrimental to investment.*’ He 
went on to say, “when (if) I step in to 
correct this state of affairs the measures 
will be stiff”. In (he same sticcch he, 
however, admitted that bulls and bears 
wen; necessary adjuncts to st<Kk exchanges. 


I950’s. The initiative which she took for in¬ 
stance, in Korea, Vietnam, the Suez crisis 
' etc. in the fifties is conspicuous by its 
absence in the several problems which have 
been facing Asia and the world in the 
the sixties such as the Vietnam war, and 
the Arab-Israel tensions; on an issue like 
the invasion of Czechoslovakia by the 
Warsaw Pact countries, she appeared c\cn 
afraid to speak out her mind. 

Rear«at from World Pocui 

It will be correct to say that the political¬ 
ly conscious elite in India welcomes thi.s 
change. For they think that while the 
prestige w'hich India did have earlier was 
not in fact equivalent to a substantive 
influence, her influence in world affairs 
was but marginal. What India needs to 
promote her own national interest is more 
careful planning and administration at 
home, to make India a united and an 
economically strong nation. The retreat 
from a world focus is all to tlie good, 
for a sound domestic policy is the best 
fcundation for a sound foreign policy. 


But he also added “it i.s wrong for anybody 
to sell .shares when he is not possessing a 
single share." I*his la.st assumption was 
basically wrong. For if bulls and bears arc 
necessary adjuncts to the stock exchanges, 
there must be some who sell .shares without 
having them, expecting to cover the tran¬ 
saction by the date of delivery or to carry 
forward the transaction on payment of 
•‘backwardation'' charges. Contango and 
backwardation charges arc neccsSiiry 
adjuncts to the working of a stock ex¬ 
change. If it is unethical or not permitted 
that any one should sell shares which he 
has not, it would be equally unethical 
to buy shares without intention to 
lake delivery and to pocket or pay the 
difference as the case may be, according 
to the closing price on the settlement date. 
The stock exchange in a modern indus¬ 
trialised country, in an economy which is 
not communistic, cannot function without 
the facilities referred to above. The 
Securities Contracts Regulation Act recog¬ 
nises this. If tran.sactions are allowed only 
on cash basis there would be few transac¬ 
tions. That would furnish work only for 
a handful of brokers. The facilities which 


a stock exchange offers gives iiqukiiiy and 
breadth to the share market. On account 
of the existence of operators and Jobbers 
who buy and sclU an investor can readily 
realise the value of his shares. On the 
other hand if there arc no professional 
operators, if a sale can only bo made by 
an investor to an investor wanting to buy 
the precise quantity of .shares, an attempt 
to sell shares may bring down the price 
much below the intrinsic value of the shares. 
Liquidity therefore enhances (he attractive¬ 
ness of securities traded on the stock 
exchanges and thus encourages investment 
in industrial securities, which in turn 
promotes the industrial development of 
the country instead of encouraging the 
putting of money to unproductive qscs. 
It is, therefore, wrong to speak of forward 
transactions in shares as a luxury or serv¬ 
ing no useful social purpose. 

Undatlrnbla Practlcas 

It is true that there arc occasions when 
certain undesirable practices are followed 
hy speculators, rigging the market or 
cornering of shares. But stock exchanges « 
endeavour to prevent such practices by the 
the requirement of interim and .special 
margins in the ease of securities which have 
been subjected to heavy speculation. 

.Such a ban, as was imposed by the noti¬ 
fication of Jimc 27, 1969 was, on a pre¬ 
vious occasion, imposed to prevent a crash 
ill share prices at (he time of the C hinese 
invasion. But the law does not authorise 
the excciiiivc to make an outright ban on 
forward transactions in all stock exchanges 
in India, because it thinks the prices have 
gone high. Section 16(1) of the Securities 
Contracts Regulation Act allows the 
central government if it is of opinion that 
it is necessary to prevent undesirable 
speculation in specified securities in any 
state or area to direct that no person shall, 
save with the permission of the central 
government, enter into any contract 
in the manner specified by govern¬ 
ment by the notification. It is under this 
Section that the ban has been imposed and 
only cash transactions permitted. But it is 
evident that such a ban can be imposed 
in respect only of particular securities and 
in a particular local area, and a ban on all 
forw'ard transactwhich the Act spe¬ 
cifically permits, is not authorised by law 
in respect of all securities throughout the 
whole of India. The words in the Section 
“save with the permission of government” 
also indicate that no wholesale ban which 
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has Ihe effect of stopping the noimal 
functiaiiing of alJ stock exchanges in the 
country earn be imposed. The ban im* 
posed by the notification of June 27, 
1969 is» therefore, prima facie, illegal. 
The stock exchanges know this but do not 
want to institute writ proceedings to have 
it set aside as it appears they do not wish 
to antagonise government by challenging its 
action in a writ priKceding, if the govern¬ 
ment can be induced to remove the ban 
by persuasion. The stock exchanges have 
made proposals to government which 
should satisfy it that the proposed rules 
would discourage excessive speculation. 

Tli« Prepetalt 

The proposals briefiy are that the margin 
system will be further strengthened and 
special margin deposits imposed by fixing 
two special making up prices from clearing 
to clearing when there is sustained steep 
rise or fall in the prices of any specified 
active cleared security or securities. The 
special margin may be increased from 
clearing to clearing so long a.s the price 
continues to rise or fall. 

The second proposal refers to 
cornering of shares by a single 
interest or group. In such cases it is 
proposed that further forward trading 
should be suspended in the case of desig¬ 
nated scrips where the outstanding 
purchases or sales of a single interest 
or group exceeds 10 per cent of the 
total purchase or sale carried over from 
one clearing to another. In the event of 
such suspension, other suitable action, 

IS proposed for gradually squaring up and 
liquidating the outstanding transactions 
and the suspension of forward trading 
would continue till the concentration of 
purchase or sales is dissolved and there is 
proper distribution. The third proposal 
is along the lines in the UK as regards 
takeovers and mergers. When, for 
instance, there is a bulk purchase, a press 
announcement giving full particulars to the 
shareholders is required to be issued. The 
bulk purchasers would be required to make 
an offer to the other shareholders for buy¬ 
ing up a prescribed percentage of their 
holdings at the bulk purchase price. 
Failure to comply with this provision 
should result in delisting of the shares 
held by the bulk purchaser. On such 
delisting the shares held by the purchaser 
wquld lose their negotiability and lenders 
would not be willing to give loans and 
advance;) against such security. These 


proposalsare reasonable, and govenuneot 
should not insist that all transactions out¬ 
standing before June 27, 1969 should be 
cleared before forward trading is allowed 
to be resumed. That would mean that all 
forward transactions should begin on a 
clean slate only. It is difficult to justify 
insistence on an arrangement which would 
cause one set of operators loss at the 
expense of another set. Further it has to 
be borne in mind that it was only in one or 
two securities that bulk purchases were 



(fi vievi^ control of the com* 

ned, and that 4^d not Justify 
»ban on forward transaction 
|U over^ho stock exchanges in 
reasonable and 
iin forward trading in those 
securities only. The total and outright 
ban on forward trading in respect of all 
shares in all the stock exchanges tn India 
and that too for an indefinite period is 
unjustified, and, as pointed out above, 
prima facie illegal. 
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Problems and Prospects of Tea Exports 

P- N. REDDY 


THF importance of the tea industry 
to the economy of India hardly 
needs emphasis. It produces annually 
about 370 million Kgs of tea, of which 
more than half of it is being exported. 
Next to jute, tea is the most important 
industry as a foreign exchange earner. 

It provides direct employment and sources 
of livelihood to about one million workers. 
The industry also contributes a very sub¬ 
stantial amount to the central and state 
exchequer by way of various taxes and ex¬ 
cise duties. The target.s set for production 
and exports for the fourth five-year Plan 
ending 1973-74 are 420 million Kgs and 
240 million Kgs respectively. 

The trends in the area under culti¬ 
vation, production and internal consump¬ 
tion of tea for the period 1953-67 are given 
in Table 1. The table indicates that the area 
under tea cultivation has increased from 
318,642 hectares in 1953 to 347,657 heciaies 
in 1967 accounting for an increase of nine 
per cent. Again in our production, though 
there are variations from year to year, 
there has been a rising trend. The produc¬ 
tion which was only 278.6 million Kgs in 
1953 has increa.scd to 382.4 million Kgs in 
1967 accounting for an incicase of 39 pci 
cent. 

As the rate of increase in area is far 
lesser than the rate of increase in produc¬ 
tion, it is evident that the production has 
increased mainly by the increase in yield. 
In case of coiisiunption also there has been 
a rising trend. The consumption w hich wa.s 
only 87.8 million Kgs in 1953 has increased 
to 175.5 million Kgs in 1S67 accounting 
for an increase of 99 per cent and 
it indicates that the rate of increase 


in the internal consumtion is higher than 
the rate of increase in production. 

Table 1 

Area, Production and Consamptlon of 

Tea : 1953-67 


Year 

Area 

Production 

Internal 


(in 

(million 

comsump- 


hectares) 

kgs) 

tion 




(million 




kgs.) 

1953 

318642 

278.6 

87.8 

1954 

319478 

278.7 

92.7 

1955 

320238 

295.5 

122.2 

1956 

320588 

.108.7 

71.5 

1957 

323285 

310.8 

103.8 

1958 

325357 

.125.2 

91.8 

1959 

326494 

.325.9 

112.1 

1960 

330738 

32i.O 

135.9 

1961 

331221 

354.3 

143.7 

1962 

332524 

.146.7 

149.7 

1963 

334036 

346.4 

105.2 

1964 

337874 

372.4 

161.7 

1965 

341742 

366.3 

161.5 

1966 

345256 

375.8 

189.6 

1967 

347657 

382.4 

175.5 

Source : 





1. Tea Board. Tiui Shdiisiics i967-(i8. 

2. United Planters* Association of 
Somhem India. The ca.se for Tea, 1968. 


Indian tea exports and its m 

world export market, can be seen from 
Table 11. I'hc table indicates that there has 
been dccix^asing trend in our exports thir- 
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ing the period 1953-66. The exports whfch 
w^re about 227.1 million Kgs in 1953 
have decreased to 179.2 million Kgs in 
1966 accounting for a decrease of 21 per 
cent. Similarly, in the percentage of our 
exports to total world exports of tea, 
there has been decreasing trend during the 
same period. 

Table 11 

Trends In Tea Exports 


Percentage of World 





Exports 


Yea/ 

Exports 

' 




(million 

India 

Ceylon 

Fast 


kgs.) 



Africa 

1953 

227.1 

48.15 

32.26 

3.35 

1954 

203.2 

40.83 

32.92 

4.54 

1955 

)66.7 

36.86 

36.34 

5.15 

1956 

237.5 

44.30 

29.40 

5.15 

1957 

200.8 

39.02 

32.41 

5.55 

1958 

229.5 

40.73 

33.07 

5.56 

1959 

213.7 

39.53 

32.18 

6.56 

I960 

193.1 

36.43 

35.07 

7.27 

I%1 

206.3 

37.85 

35.43 

7.77 

1962 

211.8 

37.60 

36.37 

8.30 

1963 

223.5 

39.31 

36.43 

8.03 

1964 

210.5 

37.75 

36.80 

8.90 

1965 

199.4 

34.85 

39.20 

8.15 

1966 

179.2 

31.40 

35.09 

10.00 

_ 

_ _ 

—-- 

- - 

—. 


Soarce : United Planters* Association of 
Southern India, The Case for Tea 1968. 


Our exports which accounted for 48.15 
per cent of world export in 1953 have de- 
crciisod to 31.40 per cent of total world 
exports by 1966. Further, in 1953. the 
percentage of our exports to total world 
exports is highest, being 48.15, while in 
1956, thougli w'C have exported highest 
quantity as could be seen from the 
table, they accounted for only 44.30 per 
cent of world total exports. The table 
also indicates that the exports from Ceylon 
and East African countries which respective¬ 
ly accounted for 32.26 per cent and 3.35 
j>cr cent of total world exports in 1953. 
have increased their share to 35.09 per cent 
and 10 per cent of total world exports 
by 196fi. This shows that though CcylonN 
share in the world exports was consider¬ 


ably lower than the share of India in 1953. 
it has taken a lead over India by 1966. 

Table HI, gives us the value of tea 
exports and its share in the total value 
of exports of all commodities. 

The table indicates that there has been 
a rising trend in the value of tea exports 
as well as in the value of exports of all 
commodities. The export earnings from tea 
have increased from Rs 104.22 crores 
in 1953 to Rs 137.52 crores in 1966, while 
the export earnings from all commodities 
have increased fromRs 524.47 crores to 
Rs 994.31 crores during the same period. 
One significant feature revealed by the 
table is that the export earnings from tea 
which accounted for 19.87 per cent of our 
total export earnings from all commodities, 
in 1953, reduced to 13.83 per cent of total 
exports during the same period. This is 
due to the fact that the rate of increase in 
the export earnings from all commodities 
is higher than the rate of increase in the 
export earnings from tea. i.c., while the 
export earnings from all commodities have 
increased by 90 per cent during 1953-66 
the export earnings from tea have increased 
by only 32 per cent during the same period. 

Table HI 

Value of Tea Experts 

(Rs crores) 

Year Total Earnings Share 

export from of tea 



earnings 

tea (in 

exports percentages) 

1953 

524.47 

J04.22 

19.87 

1954 

555.79 

130.75 

23.53 

1955 

602.27 

113.61 

18.86 

1956 

586.39 

142.82 

24.36 

1957 

642.85 

123.39 

19.19 

1958 

585.05 

138.54 

23.34 

1959 

620.73 

126.01 

20.30 

I960 

651.13 

119.99 

18.43 

1961 

680.22 

124.25 

18.27 

1962 

683.94 

124.92 

18.26 

1963 

779.21 

132.37 

16.99 

1964 

826.55 

124.90 

15.07 

1965 

803.47 

114.97 

14.31 

1966 

994.31 

137.52 

13.83 


Soarce : Tea Board, Tea Statistics, 1966-67 
Pp. 181. 

For India's lea exports, there arc two 


types of markets viz., traditional markets 
and new markets. In the traditional mar¬ 
kets the leading countries are the UK, 
Ireland, the USA, Canada, West Germany, 
Australia and New Zeland. New market 
consists of the USSR, the UAR, Sudan, 
Iran and Iraq. 

Table IV, gives us the trend in our tea 
exports to leading traditional countries 
and to new markets during the period 
1950-66. The table indicates that there 
has been a declining trend in the share of 
our exports to leading traditional markets. 
In 1950 we exported abojit 87 j>er cent of our 
total exports to leading traditional markets 
but in 1966, we exported only about 65 
per cent of our total exports. On the oiher 
hand there has been a rising trend in the 
share of exports to new markets. In 1950, 
only about 5 per cent of our total exports 
were diii5ctcd towards new markets, but 
by 1966, the share of new markets in our 
total exports increased to about 25 per c#nt. 
This trend indicates that we have be^ 
loosing our hold on the traditional markets 
to other countries like Ceylon. East African 
countries, etc. In spite of an increase in 
the percentage of our tea exports to new 
markets, our country has earned less of 
freely convertible currency, as the export 
to new markets is done on bilateral trade 
agreements. Moreover some countries in 
the new markets have centrally planned 
economies and to an extent to which pur¬ 
chase is made from India is an extension 
of state policy of those countries. Indian 
tea thus faces an uncertain market. 

Naaturas for Export Promotion 

In the foregoing analysis, it has been 
brought out that, although the area under 
tea cultivation and production have in¬ 
creased, our exports and our percentage 
of world total exports have decreased dur¬ 
ing the period 1953-66. Further, though 
the export earnings from tea have in¬ 
creased by 32 per cent, during the period 
1953-66, its share in the total earnings 
from all commodities has decreased from 
19.87 per cent to 13,83 percent. The de- , 
creasing trend iit^our exports and in our 
share in the world exports are due to many 
causes. As we require huge amounts of 
foreign exchange to finance our develop¬ 
mental projects under five-year plans, 
there is need for us not only to arrest this 
decreasing trend in our exports but also 
to increase them. This requires the taking 






NovembcT 21.1969 


BA8TERN ECONOMIST 


971 



a popular stylist 


his styles are the dream; 

he lends the town a«hooting; 
his models are the cream; 

GWALIOR SUITING 

5 

i GWAUOa SlrtTIWO-MEN ABE MEN WHO HAVE AN EVE W OBIOINAUTY 



AVAILABILE IN DELHI AT : 

Kalasingh & Sons, *^®\*’* Cha^dni Chowk-'oanpatrai Jagdlshnarain, Katra Marwari ; 

Slf iLd’S"iS SS^baw” ■'“*"<*“"* >=M™Cb.b«.; Shiv. T»U.. 

OMi, K..™ N»,; S, K. T™d.™. Km™ N»,. 

Chandni Chowk, Delhi. 
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Is CAPlTALyour 
Problem? 

Leave it 
to US 



If you know 
your job well... 
the Bank of 
IV Maharashtra 
will take 
^ care of your 
requirements 
on easy terms. < 

* For details contact the Agent o( nearest branch 
of the Bank of Maharashtra 


BANK OF MAHARASHTRA' ) 

Oirico* nrr. BudH^a*- Path, Poo«ia.7. P" ^ 

•J 


For all your 
general insurance 

Consult 


m 


^he man 
) from 

MMGI 

your friend in need. 


‘Prompt seulement of claims, personalised servict— 
two reasons why MMCl is among the first Cve 
general insurance companies in India. 

We transact Fire, Marine, Motort Personal Acci* 
dent and other miscellaneous Insurances. What is 
your rcquireraeot? 

196S figures 
^ (Knpeet In crorcs) 
Capital and Rescrrea • • 1«30 

De^rtmental Rescmt 1.36 

Total Asset! • • d.6Z 

Net PremtoBi «• 259 



MMGI- 

Btiiiton 

persmalised fco.indi 
service 


MADRAS MOTOR & GENERAL INSURANCE 

COMPANY LIMITCD Registered Oflke:52peters Road, 

Madras 14. City Servicing Unit: 95 Mint Street, Madras 1. 
Offices la Mgdrsi, Bombay, Calcutta, Delhi and over 40 
, places in India. 




;of n ai^nifc^r wcpa by the gpveinmcnt 
an^ ihdwtry. 

In repent years there has been consider¬ 
able increase in the world production of 
tea. The increase in production has been 
due not only to the intensive cultivation in 
the traditionally producing countries but 
also to the development of tea plantations 
in new countries such Australi^i, South 
Africa, New Guinea^ Kepal, etc. Due to 
this increased prtxliiclion, there has been 
greater competition for our tea in 
foreign markets. Added to this, wc have 
inadequate propaganda machinery for 
ext>orl promotion of tea. Ceylon is India's 
greatest oompctilor in external market. 
Due to dynamic export promotion policy 
of Ceylon, in many importing countries 
tea is b^ing identified with Ceylon and many 
consumers ate ignorant of the fact that 
India is the largest tea producing country 
in the world. It is said, the Indian export 
promotion campaign, which is handled by 
oflicioldom is rather hackneyed and luke¬ 
warm, and is marked by lack of imagina¬ 
tion, delay and complacence. In order to 
have a greater impact on the consuming 
public icii promotion campaign should be 
more vigorous and dynamic. There is also 
need for vesting^ responsibility for lea 
promotion in a separate autonomous or- 
guni.sation in which both the government 
representatives and interests of tea arc 
included. 

Highly>tttxed industry 

Rise in cost of production is anothci 
important factor in reducing our share in 
the international market. The cost of pro¬ 
duction has increased due to increased 
labour cost and increased burden of taxa¬ 
tion. During the txjriod 1950-56 the prices 
have increased only by about 20 per cent, 
while the cost of production has increased 
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by about >20 per cent. Tea is one of the 
highly taxed industry in the country. The 
tea industry ha.s to pay a complicated 
variety of direct and indirect taxes to 
different authorities at different stages of 
production and distribution. According 
to the survey conducted by United Plan¬ 
ters’ Association of Southern India for 10 
South Indian Tea Companies, the index 
number of taxation has increased by 182.8 
during (he period 1950 to 1966. In view 
of the great importance of tea industry to 
our national economy, there is need for 
providing incentives to tea industry by way 
of tax concessions. Further, there arc 
disparities in the principle, structure itnd 
method of application of agricultural in¬ 
come-tax which is levied on tea indusiiy 
by different state govemntents and hence 
there is u dire need for co-ordination and 
unification of agricultural income-tax laws. 
Taxation whether at the levels of (he slates 
or centre should not be very heavy and thc> 
should bo coordinated and rationalised. 
Otherwise, there will be no confidence on 
the part of the growers to produce more. 

Another problem of our exports is that 
about 60 per cent of our total production 
falls under common varieties. Formerly, 
our major customer, the United Kingdom 
used to follow a bulk purchase system with¬ 
out considering the quality, but now it has 
stopped thi.s system and this has resulted in 
a great problem for our common variety. 
Main competition for our common variety 
is from African countries. It is said the 
common variety from African countries 
enjoys price advantage over our common 
variety because of their lower cost of pro¬ 
duction and lower taxation. Further, the 
old age of bushes, outdated equipment in 
factories, the traditional outlook of our 
producers on trade hu\c also contributed 


Tabi^c IV 


iiidia*^ Export TreiMlB Between Traditioiml and New Markets 


Item 

1950 

1955 

I960 

1965 

1966 

Percentage of our total expt^rts 
to traditional markets 

87.62 

86.97 

76.31 

65.15 

65.60 

Percentage of our total exports 
fo new markets 

5.29 

7.33 

17.53 

26.20 

25 16 


Source: Tea Boarif.JTfaStatistics up to J965; J. Thomas & Co. Private Ltd for 1966. 
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for placing India at a disadvdntageo^s 
position in (he external markets. Irt Order 
to maintain our position in the external 
market, it is necessary to encourage the 
export of mainly quality teas and the com¬ 
mon varieties should be reserved far our 
internal consumption. At present about 
45 per cent of the total area under tea 
cultivation needs immediate replanting and 
as there is limited demand for common 
variety in foreign countries, it is necessary 
that quality teas should be produced 
in the areas which require replantation. 

. t 

Influencing Factors 

Again quality and efficiency • Is in¬ 
fluenced by (he various operations in the 
field and factory. For the field and factory 
operations, the tea industry has to depend 
on imported machinery, and due to 
import rc.striclions, the tea industry is not 
getting adequate equipment and machinery. 
Moreover, due to the heavy import duties 
levied by liie government the costs arc too 
high, and aifccts our competitive position 
in the foreign markets. In Fast African tea 
producing countries, imports of machinery, 
equipment and fertilisers i.s freely allowed 
and all these items arc free from import 
duties. As we depend on tea industry for 
a considerably large share of our foreign 
exchange earnings it is necessary to provide 
adequate estate supplies, machinciy, etc. 
at reasonable rates. 

Also our lea exports aic facing the 
problems, due to uncertainty of availabi¬ 
lity of shipping space and this prevents 
them from giving a definite indication to 
the foreign buyers about the shipment. 
Also, the ships chartered for lifting tea 
cargo arc slow ships, resulting not only 
in deterioration in quality but also in tak¬ 
ing more time to reach the foreign markets, 
while the tea from other countries like 
Ceylon and Africa, is bciug transported in 
fast moving steamers and reach the foreign 
markets within a few days of placing an 
order. Even the inland transportation 
facilities for transporting lea to the ports 
of shipment arc inadequate and costly 
m our counfry. Hence, any step to im¬ 
prove the transportation facilitici. both 
marine and inland, and to reduce the inci¬ 
dental charges to the minimum wt uld go 
a long way in increasing (he comj>ctitivc- 
ncss of our exports in foreign mark.‘ts. 

The possibilities of increasing oure«(pof1s 
through ‘instant tea’ should also be 
examined, as instant coffee has already 
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cstublished a market in foreign countries 
and the consumers have feamt to appreciate 
the convenience associated with the use of 
instant coffee. In USA, in 1966, out of 
total consumptions of coffee by households, 
instant coffee accounted for 27.2 per cent. 
Similarly its popularity is increasing in 
European countries. This trend in foreign 
markets, shoves us the possibility for In¬ 
creasing our lea exports through "instant 
tea\ and hence, steps should be taken to 
popularise "instant tea" in foreign markets. 

Due to the heavy competition, the fore¬ 
ign markets are becoming more and 
more buyers" markets. So there is a constant 
need for keeping abreast of up-to*date 
knowledge of markets for Indian tea. Wo 
have very scant information ^ith our Tea 
Board as to the types and grades of the 
tea preferred by the consumer in the fore¬ 
ign markets, the most advantageous peri¬ 
ods of the year for shipping tea and their 
systems of marketing etc. Our trade repre¬ 
sentatives abroad should be specially asked 


ASSAM with an area of 121,966 sq. k.m. 
and a population of 11.87 million (1961 
census) consumes electricity below one 
kwh per head. The per capita consump¬ 
tion in Assam 05 kwh) is higher than only 
that of Rajasthan (34 kwh). As against this 
Delhi consumes as high as 260 kwh of 
electricity. Assam has also the lowest 
output of electricity per sq. kilometre. 

In rural electrification also Assam is 
the poorest among the states. The reasons 
for this are not far to seek. With practic¬ 
ally no generation or transmission so far, 
rural electrification is being thought of now' 
after the infrastructure has been built up. 
Only 118 villages out of a total of 26,000 
have been electrified, so far This slow rate 
of consumption of electricity can be attri¬ 
buted to the fact that the economy is agri¬ 
culture-oriented with abundant rainfall. 
But the late start in generation and distri¬ 
bution of electricity is mainly responsible 
for the apathy of the agriculturists. 

Nature has blessed Assam with ample 
hydro-electric resources and large de¬ 
posits of coal, oil and natural gas. Th¬ 
ough all of these can be used economically 
for power generation, still the state lags 
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to make available to the Tea Board neces¬ 
sary commercial intolfigence. Market 
research regarding the changing charac¬ 
ter of world market conditions would go 
a long way in boosting our tea exports. 
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behind in power generation and distribu¬ 
tion. 

The hydro-electric potential of Assam 
has been estimated at 25 per cent of the 
country’s total potential, leaving aside the 
T'sangpo gorge which alone has a po¬ 
tential of 30 million kW Conservative 
estimates have put the hydro-electric po¬ 
tential of Assam at 13 million kW. These 
estimates are on the lower side as detailed 
investigations have revealed that the Khasi 
• ■ Hills part of the Khasi—^Jaintia Hills dis¬ 
trict alone is capable of producing over 
two million kW. 

Prior to the first five-year Plan there 
were altogether nine electrical undertakings 
in the slate. Though three more com¬ 
panies were licensed to supply electricity 
in the towns of Golaghat, Barpeta and 
Dhubri in the year 1950, only at Dhubri 
was the licence utilised, that too, Jp Sep¬ 
tember 1951. The total installed capacity 
of all these firms amounted to 2,283 kilo¬ 
watts. 

The real headway for generation of 
electricity was made only in 1952 with the 
construction of the Umtru Hydro-Elec¬ 
tric project. This project was construc- 
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tod with the help of Canada in respect of 
technical know-how and machinery* 
The entire civil construction works were 
done by the Assam government. The 
construction of the Umtru Weir and the 
tunnel started in November 1954, the 
machinery started arriving in 1956 and the 
project was commissioned in July 1957 
at a .cost of roughly Rs 2.5 crores. Tn 
July 1937 the demand for Umtru power 
shot up to 1,090 kWand within one year 
it was 1,710 kW. 

During the second Plan period an 
additional installed capacity of 15,288 kW 
was created; 173 miles of additional high- 
tension lines were laid in addition to 167 
miles of low-tension lines; about 16 
towns and 31 villages were 
electrified, ft was only during the period 
of the second Plan that transmission vol¬ 
tages of 11 and 33 kV. were first introduced 
in Assam. 

A new era dawned upon the state with 
the establishment of the Assam State ^ 
Electricity Board in 1958. The newly 
formed electricity board discarded the 
proposal of establishing a 6,000 kw thermal 
station near Cherrapunji ami gave the 
green signal for the Umiam Hydro-Electric 
project. Side by side the board also 
decided to take up the Naharkatiya Gas 
Station to meet the demands of the 
Upper Assam region. At the same lime 
the board augmented the existing diesel 
stations with new diesel-sets totalling 
8,000 kW to tide over the shortage in the 
interim period till the commissioning of 
the two major projects. 

Power Schomoi In Third Plan 

According to the load forecast prepared 
by the Central Water and Power Com¬ 
mission, it was observed that even after 
commissioning the first powpr house in 
Umiam with an installed capacity of 
36,000 kW and Naharkatiya Thermal 
Station with a capacity of 69,000 kW, 
Assam would still be deficient in power. 
Therefore the third Plan was launched 
with an ambitious programme to cope with 
the demand for electricity. The proposal 
for power as drawn up by the Plan en¬ 
visaged the compteffon of the two bulk 
power projects already taken up. Steam 
generation was also proposed at Nangal- 
bibra in the Garo Hills together with imple¬ 
mentation of certain small hydro-schemes 
for selected areas. Tt was also proposed 
to take up the detailed investigaltions of 
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the Kopili Project in the third Plan, 
Togeth^ with the increased generation 
capacity an eiKtensive transmission systeni 
\vas also planned, besides a low-tension 
network so that power could reach the 
rural areas and could be used for agricul¬ 
ture and in cottage industries. This pro¬ 
gramme together with provision for investi¬ 
gation of other schemes, workshop and 
testing facilities, had an outlay of Rs 26.26 
crores. This amount, though high com¬ 
pared to the meagre allocations in the first 
and second Plan periods, was necessary 
if the backlog in this regard was to be 
somewhat made up. Shortage of resources 
and technical personnel could not permit 
taking up a more ambitious programme. 

The Major Projagt 

The Umiam Hydro-EIcctric project 
situated at Barapani, about 13 miles north 
of Shillong on the Shillong-Gauhati Road 
is the most important project in Assam. 
It is a trans-basin development scheme. 
A reservoir at an elevation of 3,220 ft RL 
is created in the Umiam basin by construe- 
ing a concrete gravity dam 256 ft high 
across the river. The catchment area of 
the dam is about 85 sq. miles and the 
average rainfall varies from 120 inches in 
the upper reaches to about 90 inches near 
Barapani. The reservoir has an aiea of 
about 4^ sq. miles at 3,220 elevation. 
The dam has been built to withstand 
seismic forces as this is the tirst dam to 
be built in Iso-scismal 9 modified Merccilli 
0.1 G horizontal and 0.3G vertical. 

The power-house of Barapani has been 
designed for four machines of 9,000 kW. 
each. Four vertical francis reaction type 
water wheels with rated output of 12,800 hp 
under net head from 490 to 500 ft has been 
installed. The generators are of 9,000 kW 
capacity each and are directly coupled to 
the prime-movers. The step up sending 
and switchyard is very close to the power¬ 
house and has four transformers rated at 
10,500 kVa 11/132 three-phase. The out¬ 
door switchyard has also nine 3,500 mVa 
132 kV air-blast circuit-breakers. Double 
bus system with a bus-coupler breaker 
has been adopted for thif switchyard. The 
Barabani project was completely financed 
by the USAID and the local costs met 
from PL 480. The transmission system 
under this project consists of the following 
lines: (a) 132 kV double circuit line con- 
neptlng the power-house with the existing 
Ui;thr]^^tation, (b) 132 kV double-circuit 
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line from Umtni to Oauhati, (c) 132 kV 
single-circuit line from Barapani to Sbil- 
l<Mig, and (d) 33-kV double-circuit line 
from Shillong to Cherrapunji. The trans¬ 
mission lines were constructed by depart¬ 
mental engineers. 

The Naharkatiya Gas Turbine station is 
another project which saw its fruition 
during the third Plan. Here the natural 
gas contained in the oil wells and which 
has to be flared, ifnot used, is economically 
used to generate electricity. This station 
situated about three miles from the Nahar¬ 
katiya oilfields is supplied with natural 
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Coasumptlan of Power and Roienne 
Realfaed in Aasam 


Year 

Revenue 
realised 
(Rs lakhs) 

Unit sold 
(Million 
KWH) 

1960-61 

33.90 

20.20 

1961-62 

58.19 

26.80 

1962-63 

70.44 

28.80 

1963-64 

90.0.3 

37.00 

1964-65 

114.63 

44.34 

1965-66 

129.53 

fiO.OO 

1966-67 

188.31 

98.00 

1967-68 

247.31 



Growth of Electricity in India in 1968-69 


Installed Per capita Percentage Average rate for 



capacity 

consump¬ 

of 

agricultural pur¬ 

Stage 

in mW 

tion 

losses 

poses-^! 0 HP 15% 


kWh 

to 

(817 kWh/monthly) 




genera¬ 
tion in 
trans¬ 
mission 

(Paise per kWh) 

Andhra Pradesh 

631 (2292) 

45 

26,6 

10.45 

Assam 

161 (252) 

15 

22.5 

14.00 

Bihar 

291 (765) 

63 

20.0 

15.00 

Gujarat 

654 (3046) 

108 

13.3 

14.00 

Haryana & Punjab 

1181 (3965) 

132 

16.2 

16.22 (Haryana) 

Jammu A Kashmir 

41 (135) 

44 

12.4 

11,02 (Punjab) 
10.90 (Jammu) 

Kerala 

547 (1519) 

65 

15.1 

8.90 (Kashmir) 
8.00 

Madhya Pradesh 

735 (1925) 

50 

11.7 

13.00 

Tamil Nadu 

1640 (5603) 

1J5 

18.3 

8.25 

Maharashtra 

1595 (7798) 

137 

11.7 

13.87 

Mysore 

798 (2332) 

65 

13.0 

10.0 

Orissa 

500 (1080) 

84 

11.4 

12.00 (Hydro) 

Rajasthan 

513(1308) 

34 

27.8 

25.00 (Diesel) 

14.30 

West Bengal (exclud- 

ing DVC) 

1210(4006) 

124 

14.0 

12.00 

D.V.C. 

1061 (4337) 


6.2 

,. 

Delhi 

252 ( 561) 

260 

13.4 


Uttar Pradesh 

1350 (3747) 

43 

20.9 

15.00 

Nagaland, Manipur. 

Tripura, NEFA, 

Goa, & Hima- 

chal Pradesh 

21 (169) 

n.a. 

n.a. 

n.a. 

Total Utilities 
Non-Utilities 

Grand Total 

13,181 (45,030) 
1,325 (4.580) 
14,306 (49,610) 

77.3 

16.6 



Note : I. Figures in the tabic about the installed capacity are provisional. 

2. Figures in brackets indicate energy gencralcd in million kWh. 

3. The average rate for a loan of 5 HP at 15 per cent load factor is the 
same as 10 HP except for Purxjab where (he rate is 9.80 paise. 
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PAT fecit privileged In making its 
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gas from the oil fields through a pipeline. 
At presem the pressure of gas from the 
oilfield is enough, tbouaJi at a future date 
when the fertilizer project also needs gas 
there is provision for compressing this gas 
for transmission. Three units of 23,000 kW 
each are located in this power station. 
The electrical energy thus generated is 
stepped up to 69,000 volts and transmitted 
all over Upper Assam. 

The Gauhati gas turbine project based 
on diesel oil and the 5,000 kW thermal 
station in the Garo Hills meet only the 
local needs. There is a micro-hydel station 
with two units of 24 kW near the Kazi- 


ranga Game Sanctuary. 

The two systems in Assam v/r., the 
Umiam-Umtru in Lower Assam and the 
Naharkatiya system in Upper Assam, are 
not tied together and are operated as two 
independent systems. From Assam, power 
is being supplied to Nagaland through 
a 66 kV line and will be extended to Tri¬ 
pura, Manipur and Cooch-Behar through 
132 kV lines. 

The urgency for power development in 
Assam is not so much for industrialisation, 
but for serving this strategic area, the 
vulnerability of which has been demons¬ 
trated in the past few years. 


Payments Arrangements in South-Asia 

MANGAT RAM 


IN the early post-war years, the 
countries of western Europe had been 
characterized to a great extent by a large 
number of bilateral trade agreements, hav¬ 
ing no system for multilateral clearing, thus 
obliging each country to balance her trade 
with each trading partner independently. 
It was mainly because of the fact that, at 
that time, west European countries had 
been facing an acute shortage of foreign 
exchange reserves. As a result each country 
was compelled to restrict her imports from 
the outside world so as to minimise, as far 
as possible, the loss of scarce foreign ex¬ 
change reserves. In other words each defi¬ 
cit country was trying her utmost to restrict 
her total imports from any other partner 
country, to the level of her total exports. 
In order to balance her trade deficit, the 
country had to export cheaper than the 
price available in the open market. The 

European Trade in 1947 

(Base : 1938«100) 


Sources Destina- 
of tion of 
European European 
imports exports 


European countries 

55 

55 

USA and Canada 

192 

70 

Other overseas 



countries 

78 

84 


Sotteg t U.N. Bconomic Survey of Europe, 
1946: Table 46. Pp. 46-47. 


acute foreign exchange shortage retarded 
enormously intra-area trade in western 
Euope, and also reduced heavily the out¬ 
flow of trade with the outside world except 
in the case of USA and Canada. As com¬ 
pared to 1938 level, intra-European exports 
came down to 55 per cent. Imports from 
overseas were 78 per cent of their 1938 
level, while exports overseas were only 84 
per cent of their 1938 level. 

In order to make the flow of trade free 
from bilateralism and to increase its 
volume, in 1948 the members of the 
OEEC (Organization of European Econo¬ 
mic Co-operation), with the active help of 
USA, introduced a regional payments union, 
known as European Payments Union. 
EPU was successful in restoring converti¬ 
bility to intra-European trade balance. 
By the formation of EPU, there was an 
increase in trade, both in terms of total 
exports and on intra-European basi*' 
by an increase in income and a rise in 
production, thereby causing a reduction in 
trade deficits. 

The success of EPU has stimulated con¬ 
siderable interest in payments arrangements 
in developing countries. It is now widely 
proposed, that a payments union on the 
lines of former European Payments Union 
would prove beneficial to the developing 
countries. ‘^Payments arrangements in 
general (whether clearing arrangements, 
credit arrangements, or monetary unions) 
could make a positive contribution in vary¬ 
ing degree towards the expansion of trade 
among developing countries’*.* “In order 


to facilitate and improve the trade libera¬ 
lization measures, it was recommended 
that a regional clearing union would be 
desirable..”.* The Indian delegate to the 
UN Economic Commission for Asia and 
Far East, Mr K.B. Lall suggested that 
“countries of the region should agree 
quickly on a payments arrangement**.* 
The result is that there arc sevrra] payments 
arrangements among developing countrie** 
which cither arc now in operation or have 
formally been proposed in the different 
parts of the world. 

In Latin America, the Central American 
Clearing House was established in 1961 by 
the central banks of Costa Rica, El Salvador, 
Guatemala, Honduras and Nicaragua with 
the sole purpose of promoting the use of 
their national currencies for the settlement 
of transactions within the central Ameri¬ 
can common market, An agreement for 
the establishment of the central American 
monetary union was also signed in 1964 by 
the five central banks of central America. 
“The Central American Clearing House 
appears to have contributed to the reduc¬ 
tion of the financial cost of intra-regional 
trade, and to the promotion of closer co¬ 
operation among the monetary authori¬ 
ties of the member-countries”^. In 
Middle East, the member-countries of the 
Arab Common Market (Iraq, Syria, 
Kuwait, Jordan and the United Arab 
Republic) are now actively considering a 
proposal submitted by the Central Bank 
of Iraq, for the establishment of an Arab 
Payments Union. The continent of 
Africa, a late-comcr on the international 
scene, did not lag behind in this race. The 
monetary unions now existing in Africa, 
arc the West African Monetary Union and 
the Equatorial African Monetary Union. 

In south Asia, as in Latin America and 
Africa, and other parts of the deveJooping 
world, it has been suggested to set up a 
payments union. 

Striking Aspect 

One of the striking features of the trade 
structure of the South-Asia region is that 
intra-arca trade does not play a significant 
role in her total trade. Western Europe 
and the USA are the major trading areas 
for the countries in this region and in the 
years foIlo\^4ng the Second World War, 
there has been hardly any change in the 
geographical distribution of trade. In 
pre-war years, intra-area trade constituted 
only one fourth of its total trade both in 
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exports and imports. Since then there has 
been a sharp declining trend, which is quite 
clear from the following table : 

Direction of Trade 

(Percentage Distribution) 



1938 

1953 

1963 

Exports 




From all countries 

100 

100 

100 

Intra-regional 

27.3 

27.0 

10.5 

Western Europe 

33.5 

38.0 

30.4 

USA 



13.6 

Import .s 




From all countries 

100 

100 

100 

Intra-regional 

26.0 

21.0* 

8.6 

Western Europe 

33.0 

31.6 

32.0 

USA 

.. 


17.3 


♦Relates to 1950. 

Source : UN Year Book of International 
Trade Statistics, 1963. 

Growth in intra-area trade i? dependent 
to a great degree upon (a) the presence of 
economic complementarity in the produc¬ 
tion pattern, (b) the degree of develop¬ 
ment, (c) the infrastructure development 
and lastly, fd) payments arrangements. The 
main reasons for the low volume of intra- 
jtfgibnal trade in the south-Asia region 
arc : (a) the current lack of economic 
complementarity in the production patte¬ 
rns of the countries concerned, (b) the 
general lack of economic growth and (c) 
the absence of infrastructure facilities. 


The economies of south-Asia were pri¬ 
marily agricultural (mainly food and raw 
material) in the past and the pattern still 
persists. Output and employment are 
heavily concentrated in the agricultural 
sector, and there is hardly any 
employment in manufacturing sector. 
Except India over 50 percent of the total 
export earnings of the countries of the 
region are dcrivcd*mainly from two com¬ 
modities : jute and cotton in Pakistan, 
rubber and petroleum in Indonesia, rice 
and teak in Burma, rubber and rice in 


South Vietnam, tea and rubber in Ceylon 
and rubber, and tin in Malaya, as can be 
seen from the following table. 

Lack or absence of transport and 
communications net works in the region 
is also a contributing factor to the low 
level of intra-regional trade. The 
trading relations developed in the 
past, linked the various parts of south- 
Asia closely to the former metropolitan 
and other industrial areas but did not link 
areas within south-Asia itself. 

The general lack of economic growth 
also acts to depress intra-regional trade 
because it ^‘induces autarkic*’ efforts to 
prevent continued stagnation, which takes 
the form, in the realm of international 
trade, of restrictive import policies : each 
nation tries to trim down its imports to 
goods required for development purposes, 
such as capital equipment and heavy ma¬ 
chinery. The effect, naturally, is discrimi¬ 
nation against other south-Asian countries 
where this type of equipment is also in 
short supply. Secondly, the drive to cur¬ 
tail overall imports because of weak 
export markets likewise encourages 
substitution and self-sufficiency. “Since 
it is easiest for an underdeveloped 
economy to achieve independence in 
those lines that require little in the 

Composition of Exports 


Country 

Product 

1937 

1957 

-59 

1960 

-62 

Pakistan 

Jute 

39* 

50 

43 


Cotton 

43* 

15 

8 

India 

Tea 

19* 

21 

19 


Jute and 
bagging 

21* 

16 

13 

Indonesia 

Rubber 

30 

40 

42 


Petroleiun 

17 

31 

30 

Burma 

Rice 

42 

74 

66 

South 

Teak 

7 

•• 

9 

Vietnam Rubber 

.. 

62 

62 


Rice 

.. 

27 

23 

Ceylon 

Tea 

52 

62 

63 


Rubber 

23 

17 

17 

Malaya 

Rubber 

64 

61 

56 


Tin 

15 

13 

21 


Source : IMF, International Financial 
Statistics, Vol. X, No. 9. Sept. 1957, Pp. 
26-29 (1937 data), VoL XIV. No. 6, June 
1961, Country pages (1957-59 data) and 
later issues ^Rates to 1953. 


way of scarce capital, the effect is. 
to stimulate the development of industries 
that are competitive with those of the other 
underdeveloped south-Asian countries**.*’ 
This is in contrast to the already advanced 
countries in the region. At the time of the 
formation of the EPU, west European co¬ 
untries possessed a strong industrial base, 
highly developed means of transport and 
communication, and a high degree of eco¬ 
nomic complementarity. And the absence 
of suitable payments arrangements were 
considered to be solely responsible for the 
low volume of trade. Hence it can be con¬ 
cluded that so long as tflerc is an absence 
of industrial base and a lack of economic 
complementarity in the production patterns 
of the countries concerned, the prospects 
for a special currency clearing arrangement 
in the south-Asia region docs not seem to 
be very promising. Moreover, bilatera¬ 
lism in not at present an important fea¬ 
ture of trade among the countries of ihc 
south-Asia region. Most of their trade fs 
conducted in convertible currencies of 
major trading countries of the 
world and as such easily convertible 
in the currency of the trading partners in 
the region for payments. 

Chronic Feature 

In spite of the above difficulties for the 
adoption of payments arrangements, the' 
case for these arrangements seems 
to be bright, if we view and analyse 
the question of trade and payments 
from the dynamic point of view of 
economic growth. The main problem which 
is being faced by the countries in this re¬ 
gion these days is shortage of foreign 
exchange. This is because of the fact that 
exports of the region have grown at a 
much slower rate than the increase in 
imports, thus resulting in a severe pressure 
on the trade balance. This is almost a 
chronic feature of the region’s trade. In 
order to pay for rapidly increasing imports, 
large foreign exchange resources are re¬ 
quired and the capacity to acquire them] 
depends mainly upon her capacity to ex¬ 
port. It means that the future economic 
development of thv region will be govern¬ 
ed by the rate at which she can enhances 
her export capacity. But the possibilities 
of increasing exports to the traditional 
markets of the more advanced countries 
are becoming more and more limited be¬ 
cause of (i) the increase in their own pri¬ 
mary production, (ii) rapid technological 
progress which has considerably reduced 



November 2lp 1969 

the amount of material used in manufac- 
turing» (iii) the growth of synthetic substi¬ 
tutes and (iv) other restrictions imposed 
by industrial countries on the ipiports of 
primary goods. However this so called 
*trade gap' i.c. the gap between rising 
import needs and stagnating export earn¬ 
ings, can be filled to a great extent by an 
inflow of adequate foreign capital. In 
so far as the foreign loans necessitate inte¬ 
rest and repayment services in the future, 
the extent to which foreign aid can be uti¬ 
lized efficiently depends finally upon the 
foreign exchange earnings. 

Increased mutual use of regional curren¬ 
cies for the purpose of settling intra-area 
trade payments will reduce pressure on 
[already scarce foreign exchanges, and will 
constitute an important step towards the 
solution of the trade problems confronting 
the countries in this region. 

Though intra-regional trade among the 
countries of the region is small at present 
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because of lack of economic complemen¬ 
tarity, this may not be so in the near 
future. The countries in this region are 
trying their best to industrialize their 
economies, They are taking numerous mea¬ 
sures to reduce dependence upon hard-hit 
traditional lines of production and export 
by diversifying their economies. Recently 
India and to a lesser extent Malaya and 
Pakistan have come forward to export 
semi-manufactured goods such as textiles, 
sewing-machines, fans, tractors, bicycles 
etc. and various products of light industry 
usually classified as misccllanious manu¬ 
factured goods. 

Finally even if the introduction 
of payments arrangements does not help 
much in stimulating intra-regional trade 
in the region at present, there is every 
possibility that these arrangements can 
greatly influence future economic growth 
and the trade pattern. It is possible for 
example that the adoption of an appropri¬ 
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ate currency arrangement by an under¬ 
developed region will foster the introduc¬ 
tion of the very enterprises needed to 
assure the region of the economic comple¬ 
mentarity essential to the support of a 
thriving intra-regional trade* 
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WINDOW ON THE WORLD 

INDUSTRIAL GIANTS AND SOCIAL CONTROL 

JOSSLEYN HENNESSY 


I 

GALBRAITH’S DOCTRINE 

LONDON: 

IN a series of lectures addressed to Indian audiences, subsequ¬ 
ently published in a book, Development Univ. 

Press. 1964), Professor J.K. Galbraith, who was a deservedly 
popular US Ambassador in India, talked much good sense, and 
I hope that his book is a best-seller in India. 

On the other hand, Galbraith is associated with certain ideas 
(not propagated in Economic Development) which arc unrealistic 
and pernicious for all the popularity that they enjoy among 
Socialists and other who live in the carefree belief that the “state” 
(i.e. civil servants doing what politicians tell them) can make the 
poor rich and (like Owen Glcndower in Shakespeare’s Henry 
IV) “call spirits from the vasty deep”. 

Galbraith’s views do not go unchallenged and it is encouraging 
that Economic Fact and Fantasy (Price 6sh. Institute of Economic 
Affairs, 2 Lord North St. SWI.) by Professor G.C. Allen of London 
University, which is a factual and statistical rebuttal, has just 
achieved a second large edition. Since Galbraith’s views seem to 
be part of much ofTicial thinking in India I propose to outline (a) 
them and (b) Allen’s comments. 

Incl€ipend«nc« from Social Control 

According to Galbraith a large part of industry can nowadays 
be effectively conducted only by large highly capitalised firms, 
necessarily few' in number (like General Motors) in the USA or 
Imperial Chemicals in the UK). But these firms have grown 
larger than is needed for efficiency; they seek to be big enough to 
prevent interference from rivals; they have become autonomous 
planning units, largely independent of social control. The larger 
they grow the more effective their planning forces. 

These giants differ from small or medium-sized firms, which arc 
often managed by those who own them. In the giants, owner¬ 
ship and control are divorced. Shareholders have no influence over 
policies promulgated by professional managers, accountants, sales¬ 
men etc. In this the giant private enterprise is exactly like state 
enterprise, except that state enterprises arc managed “in the 
national interest” and the giants of private enterprise are mana¬ 
ged for their own greater glory, at least according to Galbraith. 

In an economy dominated by the giants, the sovereignty of the 
consumer, so lovingly proclaimed by “anachronistic” economists, 
is an illusion : the giants have destroyed the discipline of the mar¬ 
ket, which they have replaced by their own a-social planning. 
Their criterion is not, as in the text books, to maximise profits 
but to enhance the security of the companies by continually 
expanding them by ploughing back profits, which relieves them 
of dependence on outside investors for new capital. The power 
of the inside groups which control the giants is strengthened by 
their research establislunents, claimed to be the source of most 
additions to technical knowledge. 

In Galbraith’s view, the dethronement of the sovereign con¬ 


sumer means that the giants no longer produce in response to 
demand but what the consumer is persuaded to buy by advertising, 
namely, that which it is good for the company to produce. 
Prices are not set by competition among several producers but by 
each giant in relation to the level of earnings at which it chooses 
to aim lo satisfy its ambitions to keep growing. It is absurd for 
governments to try to enforce competition in this monopolistic 
or oligopolistic system of price-making, because tHe heavy long¬ 
term investments needed for modem industrial production render 
the risks interest in competitive pricing too great for the modem 
producer to bear. Obviously, the Galbraith argument implies, 
if comeptition threatened to put the giant British ICI out of busi¬ 
ness, putting hundreds of thousands out of work, the government 
could not stand by, but would have to rescue ICI to prevent social 
and political disaster. The way to avoid this is to ensure that 
competition is not enforced and to turn anti-monopoly legislation , 
inlo a charade. 

All this has inevitably enlarged the economic functions of the 
state, which spends an ever-growing proportion of GNP. Collec¬ 
tive demand by public bodies “acting on the consumers’ behalf” 
has grown at the expense of individual demand. 

II 

y.K. LABOUR TRIES TO APPLY THE DOCTRINE 

Surveying the current scene in Wilsonian Britain, Professor 
G.C. Allen grimly supposes that Galbraith must be amused at the 
Labour government’s bewildered inconsistencies : e.g. (1) the 
government encourages consolidation and mergers in the supposed 
interests of greater elficiency and rationalisation, while simultane¬ 
ously (2) opposing them in order to preserve competition. In a 
grand, glorious and nonsensical tug of war the Industrial Re¬ 
organisation Corporation, with the Ministry of Technology’s 
support, pulls on one end of the rope against the Monopolies 
Commission, supported by the Prices and Incomes Board at the 
other end. The Board of Trade, as a nervous referee, stands ready 
to blow the whistle when one side or the other (both sponsored 
by government!) seems to be gaining an advantage. 

All this, and more for which I lack space, seems to confirm 
Galbraith’s doctrine that the character of the economic system is 
pre-detormined by technical conditions of production which, rather 
than social or political principles, decide what policy shall be. 

Allen leads the counter attack by pointing out that while efforts 
made to destroy the market have distorted thB way that it functions, 
the forces of competition have in fact continued vigorously to 
assert themselves. 

For the efibetiveness of planning, in the sense that the state or 
the big company succeeds in fixing in advance a prescribed volume 
of (1) production, (2) demand, or (3) the prices of particular goods, 
there is no evidence. One obvious proof of this is that the UK 
Prices and Incomes Board which, in order to reach “realistic” de- 
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cisioas as to what prices should be charged and wages paid for 
certain items, investigates In detail the planning and production 
of the Hhns concerned, has been swept away by the powerful econo¬ 
mic forces that have brought to ruin most of the govemmentN 
ambitious plans for production^ prices, incomes, and the redistri¬ 
bution of wealth ‘"in the national interest*'. 

Look at the Wilsonian efforts to plan economic growth. “Indi¬ 
cative* * planning was supposed to inject some new factor into the 
administration of the economy which would raise to four per cent 
the annual growth rate from the 2-5 percent experienced in 1952- 
62. This planning, which had little effect on the private sector, 
seemed to justify the government to stimulate demand by raising 
its own expenditure in order to bring about the predicted rate of 
growth. The result stoked up demand and inAation and ended in 
a series of balance of payments crises on a scale never attained 
before. The Prices and Incomes policy was ovcrw'hclmed. 

Galbraith may, of course, reply that these results do not 
condemn planning as such but only the bad carrying out of parti¬ 
cular plans. If so, I direct his attention to my two reports French 
Planning Techniques and German Aiternatives to Planning (pub¬ 
lished here on April 18 and 25 last), which gave factual analyses 
of the poor results achieved by French “indicative*' planning 
(always held up as the perfect model for democratic planners) 
and the brilliant results achieved by West Germany's policies of 
creating (w ithout setting up production targets or guidelines) an 
economic climate favourable to competition and profitability. 

Ill 

U.K. EXPERIENCE REBUTS GALBRAITH 


no more successful than the government's. They hkve not even 
brought relief from the pressure of market forces. 

The UK electricity authorities, which for some years under** 
estimated the growth in demand and so. provided inadequate 
capacity, have lately been providing too much, because they failed 
to assess the strength of competition from other sources of power. 
This is hardly a damaging criticism of the electricity authorities : 
they have to plan investment well ahead and they must attempt 
forecasts, but it demolishes Galbraith's notion that a giant cor¬ 
poration ha.s the power to mould demand to suit its production 
plans. 

There arc innumerable other examples of the unpredictability 
of economic developments. In 1940-50, it seemed that the UK 
iron and steel industry ought to locate more and more production 
on the home ore fields. Since 1950-60. the cheapening of foreign 
ores, largely because of the introduction of giant ore carriers, Ijas 
favoured coastal sites. 

An Outstanding Example 

Aircraft manufacture is un outstanding example of an industry 
in w'hich projects take years hetweeni nitiation and completion, 
and in which astronomical S4ims must be committed years ahead of 
actual production. Yet this advanced planning by public and 
private giants has not brought firm control over demand for their 
products. Few indiLstries offer more examples of abortive and 
expensive adventures. In the face of unforeseeable changes in 
technique and demand, advance planning is as inevitable as it is 
hazardous. 


However, in fairness to the UK Labour government I mu>i Consolidation has certainly reduced the area of competition 

concede that it has de facto scrapped indicative planning. Its many industries. Y'ct competition keeps raising its head in the 

latest planning docimicnt. The Task Ahead: Economic Assess- most highly concentrated industries. Not long a go the product ion 
ment to I972y docs not pretend that its revised and tentative almost all celluJosic fibres in the UK was in the hands of one 

forecasts are ‘plans . producer, and that of synthetic fibres in the hands of two. But 

The plans of the big corporations, public or private, have been Id and Courtaiilds now have to compete with several other 
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Qmis (c.g. Hocchst, Mont$ano and British Enkalon). Contrary 
to tho forecast that would have been made by anyone who based 
himself on Galbraith's doctrines, the UK man-made fibres industry 
has become more, not less, competitive. Moreover, the Mono¬ 
polies Commission has shown how com ieticion in this highly 
concentrated industry could be increased by simple legal measures, 
such a$ the abolition of tariffs and of restrictive agreements bet¬ 
ween UK producers and foreign firms. The possibilities of anti¬ 
monopoly policies thus cannot be dismissed as a ‘Vharade". 

IVIDBNCe raOM ROYAL DUTCH-SHiLL 

A further rebuttal, robust and documented, com?s from Pro¬ 
fessor F.S. McFadzcan’s Galbraith and the Planners (Univ. of 
Strathclyde. 1968). He writes with the authority of one engaged 
in tho administration of the giant Royal Dutch-Shell. McFad- 
zoan's detailed account of the decision-making process in his com¬ 
pany and of the long and hazardous road between the exploration 
of an oil field and the eventual marketing of its output shows how 
remote from reality is Galbraith's analysis. It cannot escape from 
the uncertainties of technical innovation, unexpected changes in 
demand, and the activities of competitors and not least of govern¬ 
ments which regard any oil company as a legitimate milch cow to 
be squeezed dry. Galbraith’s argument that, since almost all 
large companies normally make profits, it follows that they can 
protect their profit-making capacity by planning bewilders Mc- 
Fadzean : ‘‘The majority (of companies), large and small, entre- 
proucurial and mature, normally show profits. Only nationalised 
indu.stric:» which, fur too long in this country, have enjoyed open- 
ended access ti> the public purse, can show pci*sistcnl losses and 
survive... Professor Galbraith’s leap from the rather trite obser¬ 
vation that corporations usually make profits to his sweeping 
generalisation on motivation and the ability of the larger units in 
the economy to insulate them>clvcs from ‘market* and make a pre¬ 
determined level of profit, cannot be justified by any objective 
analysis*. 

fV 

WHAT CAN BE PLANNED 

Note that nobody denies that increased efficiency often requires 
the scale of production to be enlarged. Much of the difference in 
productivity in certain US and UK industries arises from the con¬ 
trast in scale. In chemicals what matters is the difference in the sizx; 
of plants; in aircraft what matters is the number of each type of 
aircraft produced. But in neither case would a rise in the 
scale of production of the UK industry reduce competition. 
On the contrary, by making the British more effectively competi¬ 
tive, it would weaken the dominance of US firms in world markets. 
Nor would the growth of the scale of production in the UK reduce 
the freedom of choice of domestic consmn'rs. The need 
for long-term planning of production has admittedly caused new 
market problem? but there is little evidence that firms have usually 
managed to solve them by making consumers subservient to their 
needs, although they have somniniej tried tojdo so. Their 
efforts have achieved temporary success in some industries, but this 
makes it all the marc nccejsary th it govcrnm'iils siould not pro¬ 
tect or subsidise industries but should enforce the competition 
which preven’s the continuance of cosy closed markets which 
reduce consumers’ choice. 

Professor J.F. Meade in his review of The New Itjtdusirial 
State quotes Galb»'aith*s own words to prove that he is an economic 
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determinist ; “It is a part of the vanity of modem man that he can 
decide the character of the economic system. His area of decision 
is, in fact, exceedingly small. He could conceivably decide whether 
or not he wishes to have a high level of industrialisation. There¬ 
after the imperatives of organisation, technology and planning 
operate similarly and..to a broadly similar result on all 
societies’*. 

Yet while Galbraith asserts that the system is determined in- 
dC)Kndently of individual wills, he thinks that the state of the giant 
corporation has “Ihe most far reaching control over the outcome 
of its plan.” In practice, the opposite of Galbraith’s propositions 
is true. If wc consider the different ways in which the USA, the 
USSR, Japan, West Germany, the UK and France run their econo¬ 
mics, we may conclude that men can decide, within fairly wide 
limits, the character of the economic system and the rules which 
govern economic behaviour. But what men cannot determine far 
in advance is the outcome of particular plans. Despite ablest 
advertising, consumers arc fickle. Despite the* advantages 
of giant-scale operation, innovation constantly undermines 
prevailing techniques. By the time that the UK textile industry ha.s 
in accordance with the Textile Council’s 1969 Report re-equipped 
the spinning and weaving branches, my guess is that the spinning 
machine and the loom will no longer be used. Such reports arf, 
morco\cr, characteristic of countries in which the government 
seeing that competition from innovations or substitutes threatens 
a long established industry employing large numbers seeks, like 
King Canute, to resist the advancing tide. The longer that resis¬ 
tance lasts, the greater the loss of resources down tfic drain and 
the more difficult the redeployment of capital and workers to 
more productive fields. 

Galbraith does not lack critics in his own countiy. Professor 
R.A. Solo shows in his Economic Organisations andSiudal Systems 
(Boob Mcrril. Indianapolis., 1967) that three main forms of or¬ 
ganisation arc simultaneously at work in a modem economy : (1) 
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competitive private emerpriw, (2) atatc enterprise, and (3) 
institutions or oligopolies. All three play their part, although their 
relative importance varies from country to country and time to 
lime. “Each has its merits and demerits from the standpoint of 
•economic efficiency and of social welfare. Each can be affected 
for good or ill by acts of policy. Professor Solo recognises a ten¬ 
dency in the manufacturing industry‘of most advanced countries 
for the market-directed economy to give place to one dominated by 
autonomous organisations but he does not exaggerate the strength 
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of this tendency. Nor does he suppose that the kind of planning 
which distinguishes the autonomous corporation gives it effec* 
live control over demand. The corporation, its activities and 
its Internal relationships as a matter of policy is somewhat in the 
same way as under centralised political direction fi.e. state enter* 
prise). But the plan and the policy of each corporation are 
continuously submitted to the tests of the market. Through 
those tests the plan and policy will .«urvivc or be forced to change 
or, with the elimination of the corporation, will be eliminated. 


. BAmitN BOWQMIST 


BRITAIN AND THE COMMON MARKET 


E- B. BROOK 


VIENNA : 

WEST Europe, it Is clear, remains as divided as ever it has been 
in the last quarter century. The two weeks* delay in the long- 
awaited Common Market summit conference will sharpen anxiety 
for some measure of success from this meeting. 

The six Common Market countries and the European Commis¬ 
sion arc counting on The Hague summit to provide the new 
political and psychological impetus essentia] to attack the wide 
range of important problems facing the stagnating Market. These 
include a new farm-financing regulation due to be fixed before the 
end of the year. The conference is expected also to provide the 
political framework for a package whereby France would agree 
to negotiations for British entry once a new common farm-financ¬ 
ing agreement was concluded among the Six. 

These delays in meetings and in reaching decisions arc dangerous 
for all concerned. It is possible that this postponement of the 
summit meeting will lead to a further delay in a decision of en¬ 
largement. It could also involve a whole range of other decisions 
which have been put off until after the summit. These include 
the future of Euratom (the Market’s moribund nuclear organisa¬ 
tion which is fast losing some of its best staff) and the Commission’s 
plan for automatic short-term credit swaps in finance and for 
closer co-operation on medium-term economic policy. 

aeiMta ProtiNictt 

The Market’s Executive Commission hopes that all these deci¬ 
sions will be worked out by the end of the year which is the end 
•of the Market’s so-called “transitional period’*. The prospect of 
this is so remote that it is believed this deadline will have to be 
postponed for at least a year which could mean further delay in 
negotiations with Britain and the other applicants—Ireland, 
Denmark and Norway. 

The technical and policy prospects for these negotiations, if 
they ever get going, is unpromising. The terms with which they 
appear likely to be presented would probably be unacceptable. 
The terms include prior acceptance of the rules of the Treaty of 
Rome and its political implications, acceptance of (he prospect 
of g ftiture European political union. They would also include 
aco<h 3 tance of the common farm policy with its single pricing 
system, the customs union with its single tariff against products 
front elaftwhere and other Market legislation unifying rules for 
commme, transport and social affairs. The candidates would 
also have to accept trade links with Greece, Turkey, Spain, Israel, 


Ijebanon and Iran on Market terms as well us aid to 21 African 
associated states. 

This catalogue is a hciivy demand, one that Britain, for one, 
would find it very difficult to accept. Meanwhile, patience is 
running short. In Britain the Prime Minister has said that 

.there is a growing feeling that if we arc not allowed to join 
. .it will be because some at least fear the competitive power of 
Britain’s growing economic strength”. As seen in the continent 
particularly in central Europe, Mr Wilson hit u nail very precisely 
on the head when he made this remark, and there is no denying 
that the fear arises principally in France with its over-numerous 
and uneconomic small farms. 

Signs of Disagrsomont 

But more damage than that is being done by delay. The 
Ministerial Council of FFTA (the European Free Trade Asso¬ 
ciation) at its meeting in Geneva this month showed sharp signs 
of disagreement. Still unsure whether the Market will agree to 
negotiate with Britain and the other applicants (tw'o of whom are 
also members of EFTA), the EFTA Council indulged in prolonged 
shadow-boxing over tactics to be adapted at Common Market 
negotiations. 

Switzerland, Austria, Sweden and Portugal, the four EFTA 
countries which for political or economic reasons cannot .seek 
full Market membership, are afraid of being left high and dry 
especially by Britain, and by Norway and Denmark. 

Since 1967 they have been trying to pin down Britain and the 
Scandinavians to undertakings that they will not join the Com¬ 
mon Market without making certain that satisfactory trade arrange¬ 
ments have also been made for the remaining EFTA members. 
Britain has no intention of further complicating its case with the 
Market and insists that each EFTA member must look after 
itself in dealing with Brussels. 

The Geneva communique was an exercise in EFTA semantics, 
affecting a solidarity that does not exist. It also ignored the 
Market’s insistence that a' solution must be found for a special 
relationship between an enlarged Common Market and other 
members of the European Free Trade Association. Switzerland 
is deeply concerned that its strict traditional neutrality would bo 
violated by full membership of the politically-minded Common 
Market and Austria, tied because its neutrality is guaranteed by 
the Soviet Union as well as by the USA, Britain and France, has 
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already been told by the Market that it cannot liavo full member- howver, maintain their hard bargainingpoftttioA andnre likely 
ship. to be tied down to a termination date for taHoiivith the British* 


Britain's friends within the Market, also, notably Holland, 
are growing more sour. The general feeling in EFTA is that 
Britain will leave it in the lurch and among those members of the 
Market - West Germany and Holland—who are more willing to 
sec the Market enlarged there is a feeling that Britain takes their 
suptK»rt far too much for granted and without offering any com¬ 
mercial facilities as an appreciation of support. The Dutch arc 
particularly annoyed at British refusal to allow Dutch planes 
to use east Asian airports that it controls, particularly Hong Kong, 
ami over the British attitude regarding the gas-centrifuge project 
which provides for an installation in Britain as well as in Holland. 

The Market member still likely to show Britain most fiiendli- 
ncss at The Hague summit is West Germany. The French will, 

BARGAINING OYER 

GERARD A- 

WASHINGTON : 

I r is most unusual to hear businessmen talk about reduced profits 
and high interest rates almost with satisfaction. But a group of 
chief executives from some of the major United Stales companies 
did exactly that in a recent meeting with high government 
officials. One financial writer for a major newspaper termed 
them ‘‘Economic Masochists.’* Of course none of them likes low 
profits, or to pay more for the money he borrows. But the business¬ 
men believe that painful measures aie needed to check the infla¬ 
tionary trend of the past four and a half years and restore price 
stability. They endorse strongly the administration's rcstricti\e 
fiscal and monetary policies and hope they will be continued. 
Industry profits are falling, as businessmen arc caiiglit between 
rising xrosts of materials and labour on one hand and a growling 
reluctance on the part of bii>crs to pa> high prices on the other. 

The executives who met with cabinet mcnilxTs and advisejs 
to the Prc'^ident are aware- and concerned -that a levelling oft* 
or decrease in production will inevitably bring about n rise in 
unemployment. But as one major industrialist said “there is 
far more risk to the nation’s economy from inftation, than there 
is from a slight growth in uncmplo>nicnt.'’ 

f he sam: executive urged his fellow businessmen and govern¬ 
ment olTicials to reduce the impact on workers through welfare 
measures and increased job training programmes, for they Ixlicvc 
the economy will resume moving upwards next year. 

But more serious and more disturbing than a rise of half 
per cent in the unemployment rate is the threat of strikes 
in the major industries. Over the next several months lubour- 
management contracts will come up for renewal in the giant 
electrical, meat-packing, trucking, rubber and automobile indus¬ 
tries, as well as scores of smaller industries. Union members 
arc determined to get sizable wage increases and the industry 
leaders arc equally determined to keep costs from rising. 

The hi'it contracts in the major industries were negotiated 


The Fi-ench arc not concerned over the prospect of failure. 
French priority al The Hague will be an agreement to establish 
fiiia] financial regulations covering trade and agricultural products 
within the Market . Since France is the Market’s biggest agri¬ 
cultural exporter it subordinates all questions to this consideration 
and it is understandable that it is in no hurry to see Denmark 
and the Irish Republic, both with exportable surplus of food,, 
within the same Community any more than it cares to compete 
on equal torrns with the more modem and sophisticated British 
farming .system. It also fears that Britain might soon claim leader¬ 
ship of the Market and, the special British-American relationship 
that, in French eyes, would mean that the Market would be do¬ 
minated in the end by America. 

WAGE INCREASES 

DONOHUE 

and signed three years ago at the tail end of a long period of 
stability wiih only imperceptibly rising prices. Nobody foresaw 
that, beginning with the build-up of American forces in Vietnam 
in 1965, prices would suddenly start moving up by about fiv^oi 
six per cent per year. 

As a result, while wages have been lising, they have not 
been going up as fast as prices of goods* and scrvice.s 
and most workers arc actually no better off today than 
they were when the contracts were signed. Union leaders arc 
under strong pressure from the members to get big wage in- 
creases spread out over the life of rl»e next three-year contracts. 
If they don't they arc prepared to go out on strike. 

The businessmen believe that the inflationary period is about 
over. While demand stayed higJi even though prices were rising, 
companies could give wage increases, and easily pass the higher 
costs of production on to the consumers without any reduction 
of profits. As they look ahead now they see demand tapcr4Ag 
oft'; competition becoming intense and profits reducing. 

The industries do not want to sign contracts raising the cost of 
labour for the next three ycai*s when they believe prices will level 
olV. Many of them have .sizable inventories on hand and arc 
pi-eparcd for a strike. Concerned with these developments. 
President Nixon has called on both businessmen and labour to 
show’ a “sense of lesponsibiliiy” in their price and wage decisions 

The present administration iioes not intend to interfere in the 
negotiations between labour ami management. It believes that 
collective bargaining is the best way to come up with labour 
contract that will be acceptable to b'oih industry and labour. 
Govemmont pressures on either labour or management to reach 
a Wa.shington-dictatcd .scttlenKnt could easily produce Aicthcr 
distortions of the wage-price/ramt^work. The-adutmisiratjon 
will offer (Mediation, if asked, but will net intervene unless 
national intcreid is threatened. 
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OUR pvjya netas, such as Mr Y. B. Chavan, Mr 
JaAiivan Ram. Mr Fakhruddin Ali Ahmed, 
not to speak of Mr Satya Narayan Sinha. are, 
of course, entirely right in holding that the 
Congress Working Committee resolution ex¬ 
pelling Mrs Indira Gandhi from the primary 
membership of the Congress party is a matter 
of no consequence. For. is it not a fact that 
Mahatma Gandhi did not cease to be a 
Congressman in spite of his being not even a 
four-anna member of the Congress? 

For Sita. Ayudhya was where Rama was. 
It may not perhaps be entirely true to say that 
either the esteemed Congress leaders, whose 
names 1 have just mentioned, or lesser divini¬ 
ties, such as Mr Chandra Shekhar. Mr Krishna 
Kant. Mr Shashi Bhushan or Mrs Subhadra 
Joshi have the same devotion for Mrs Indira 
Gandhi as Sita reputedly had for Rama. But 
they are certainly giving a very passable imita¬ 
tion of the sentiment. The fact that there are 
thousands of other hopeful devotees such as 
Mr C. Subramaniam, Mr D. Sanjivayya and 
Mr M. V. Krishnappa can only intensify the 
ardour of their demonstration. Fortunately 
for all these people and Mrs Gandhi, the patro¬ 
nage at the disposal of the Prime Minister is 
truly vast, even if^not inexhaustible. Unlike 
the mythical Sita whose loyalty to Rama, sad 
to say, went rather unrequited at the end. 
these Sitas of 15. Windsor Place will, 1 am sure 
be amply rewarded for their services well before 
their enthusiasm is exhausted. 

a a 

The Prime Minister has taken yet another 
of those bold new steps towards socialism. 
She has gifted away Anand Bhavan to the 
Nehru Memorial Fund. That this should 
help to simplify her wealth tax returns is, of 
course, , a detail which is only incidental. So 
is the fact that these sprawling old mansions 
cost a hell of a lot of money to maintain. 
What is really to the point is that socialism 
need not necessarily be a painful process. 

This truth is also brought out by the second 
socialistic announcement of the day which came 
out in New Delhi on November 14. This was 
the government's decision to reduce the ceiling 
on remunerations in the private sector from 
Rs 1 >80 lakhs to Rs 1.35 lakhs annually. This is 
another instance of socialist surgery painlessly 
performed, since the main sacrifice involved here 
is sacrifice on the part of the public exchequer 
which, being inanimate, is hardly likely to feel 
the pinch in any physical sense. A quick look 
at an income-tax ready reckoner would suggest 
that government revenue might lose nearly four 
times as much as the affected individual through 
this transaction. And so goes merrily on the 
game ofxheating the people. 

e • 

Mr Jaisukhlal Hath! was never a practi¬ 
tioner of the heroic virtues. His resignation 
fWMn tha Indira Gandhi cabinet is, therefore, 


quite simply a concession to necessity. It 
must be said to Mr Hathi's credit, however, 
that he took leave of his ministership ^with that 
quiet dignity which is so much a part of his 
personality. It is also characteristic of him 
that he carried out with meticulous devotion ali 
his official chores up to the moment of relin¬ 
quishing office. As I write these lines I hear 
that Mr Hathi may be the next Governor of 
Maharashtra. If this high office comes to him, 
he would have earned it as much by the quality 
of his public service as through his possession 
of that very useful virtue of sagacity. 

• « 

Mr C. M. Poonacha's resignation from the 
Indira Gandhi government could not have 
posed for him any particularly complex pro¬ 
blem, since it was entirely within the logic of 
his firm and open affiliations, both political and 
personal. Dr V. K. R. V. Rao however is 
certainly faced with a cruel dilemma. It is no 
secret that he owes his entire political 'being* 
to Mr Nijalingappa. The latter not only gave 
him his Congress ticket in the last general elec¬ 
tion but also saw to it that he was included in 
the cabinet subsequently formed by Mrs Indira 
Gandhi. As against this, there is the fact that, 
both intellectually and emotionally, Dr Rao 
stands on the socialist plank which constitutes 
Mrs Gandhi*s current campaign platform. 
Thus, he faces a situation which is, in a unique 
sense, a matter which must be between him 
and his conscience. 

My good friend. Vadilal Dagli, who edits 
Commerce with such enthusiasm and energy, 
commenting on the award of the Nobel Prize 
for Economics in his “Editor’s Notebook**, 
In the issue of that journal dated November 1, 
has complained that the Swedish Academy of 
Sciences excluded “from its choice the Anglo- 
Saxons in respect of a discipline which has al¬ 
ways been predominantly Anglo-Saxon** 
He has also voiced the grievance that the work 
of younger economists had been ignored. 

1 would tike to dispose of fiist and briefly 
my friend Dagij’s point about age. The mere 
fact that the first award of this recently consti¬ 
tuted prize has gone to two elderly economists 
does not, in my view, justify Dagli's rhetorical 
question: “Would 65 years be the minimum 
age qualification for Nobel Prize in economics?’ * 
May I suggest that it would be good if we could 
limit the “Young Turk" approach to our cur¬ 
rent politics? 

As regards Dagli's charge that the Anglo- 
Saxons had not been considered for the prize, 

I may point out that he is not factually correct. 
He is no doubt aware that a number of names 
is considered in such cases before the final selec¬ 
tion or selections are made. On the present 
occasion, it does seem to be the case that the 
claims of quite a few eminent Anglo-Saxon 
economists were being discussed up to a very 


advanced stage in the selection process and that 
their names were dropped out of the judges* 
reckoning only in the final phase. 

One of the Anglo-Saxon economists, who 
reportedly was a close runner for the honour, 
was Prof. Paul A. Samuelson of the United 
States, who wrote a text book which has be- 
come a classic. 1 believe that it would be 
appropriate here to quote what Prof. Samuelson 
himself has to say in the issue of Newsweek 
dated November 17 on the worthiness of the 
two men to whom the award has gone: 

“In choosing Ragnar Frisch of the University 
of Oslo and Jan Tinbergen of the Netherlands 
School of Economics, the Swedish Academy 
of Sciences has * started the new annual award 
off in fine style. Economists alt over the world 
have applauded their choice of these two men 
of genius. 

**I use the word genius in its eighteenth- 
century sense—not to imply a transcendental 
scholar who is beyond human capability, but 
rather to designate men of the highest originality 
and versatility. In honouring these two eco¬ 
nometricians. we are calling attention to what 
everybody within the profession of economics 
has known for three decades now—namely, 
that the scholarly subject of economics has 
become a highly mathematical and statistical 
discipline. Frisch and Tinbergen have each 
been pioneers in the development of modem 
economics.... 

“Although primarily scholars’ scholars, 
these men have been passionately interested 
in public policy. Independently of Keynes, 
Frisch developed many of the modern models 
used to tame the business cycle. Tinbergen 
was one of the first macro-model builders who 
attempted to measure statistically the dynamic 
relations that drive our economic system for¬ 
ward through time, an endeavour that is still 
very much alive today. 

“What is the personality required for genius? 
Who can say? F^ich was splendidly endowed 
by nature with brain and drive. But where 
Frisch is the dashing prima donna, Tinbergen 
is a gentle soul with an abhorrence for power— 
truly a ’humanist saint*. Yet Tinbergen 
was long the chief government economist 
in Holland—their Walter Heller, so to speak. 

**By American standards 1 guess that both 
men might be called socialists. Yet their 
political views had nothing to do with their 
being chosen. And by helping to give us the 
knowledge to make the mixed economy \%ork, 
these men, in my opinion, have done more for 
the preservation of freedom in the world than 
all the ideologues of /a/ssez faired 
Verily, one’s own greatness often lies in 
recognising greatness in others. By this test. 
Prof. Samuelson comes out as the peer of the 
great economists whose eminence he has 
acknowledged with such fluent magnanimity. 

V.B. 



988 


BASTBRN BCONOMI8T 


November 21, 1969 


Trade Winds 


CEILINGS ON REMUNERATION 

THE union government h*'is reviewed its 
policy relating to the imposition of admini¬ 
strative ceilings (within the statutoiy limits 
laid down by the Act) on remuneration of 
munaging, whole-time, or part-time paid 
directors and mmagers in public limited 
companies. The revised guidelines have, 
accordingly, been framed for dealing with 
applications received by the Company l aw 
Hoard under Sections ?69^310,311,309(3) 
and 198, 387 and 388 and allied Sections of 
the Indian Companies Act, 1956. The ma¬ 
ximum remuneration, within the statutory 
limits laid down by the Act, payable to 
managing, whole-time or part-time paid di¬ 
rector and manager in a public limited co¬ 
mpany has been fixed with a ceiling of Rs 
90,000 per annum or Rs 7,500 per month on 
salary including ilcLirncss allowance and all 
other fixed allowances. A commission on 
net profits up to one j>cr cent of the net pro¬ 
fit may be allowed in addition to the salary 
as an incentive for efilcionl and sound 
management, but this should he subject to 
a maximum ceiling of 50 per cent of the 
approved salary (an absfilute ceiling of 
Rs 45,000 per annum). Where a company 
proposes- to pay remuneration in the form 
of commission on net profits alone, this 
shall be subject to a maximum administra- 
limit of Rs I 3.5 lakhs per annum. 

At present there is no overall ceiling for 
the value of perqui.^iites apart from limits 
on ccitain individual items like housing or 
medical benefits. In future, periiuisilcs to 
be allowed in addition to salaiy and/or 
commission will be icstrictcd to an overall 
limit of one-third of the salaiy/emoluments 
or Rs .30,000 per annum or 2,.500 per 
month, whichever is less. In other words 
Rs 30,000 per annum will be admissible to 
those having snlary/emoluments of Rs 
^X),000 per annum or above. Within this 
overall limit a company will be free to 
choose whatever perquisites its wants to 
allow. But this ceiling of one-third of salary 
will not include the employer’s contribution 
10 nrovident/superannuation fund to the 
extent these are not taxable under the 
Income-tax Act. Similarly, the reimburse¬ 
ment of medical expenses actually incuri^d 
subject to the present celling of Rs 5.000 


per annum or one month’s salary, which¬ 
ever is less, and in the case of expatriate 
directors, passage benefits at reasonable ifi- 
tcrvals say, once a year, will be excluded 
from the aforesaid coiling on perquisites. 
Leave salary for leave admissible within 
one elevenths of duty periods will also rot 
he counted for this purpose. 

This ceiling is to be followed as a iiilc 
subject to exceptions in some deserving 
eases depending on merit. In the interest 
of better corporate management, the Com¬ 
pany Liiw Board will not ordinarily approve 
a person’s appointment as managing direc¬ 
tor in two companies, which are both of a 
large size. However, in eases where the two 
companies arc small or are engaged in 
more or Jess similar business, the Board 
may approve a common managing director. 
The number of the nianaging/whoic-timc 
and part-time paid directors in any com¬ 
pany will also have lo be justified when 
such new appointments are made. 

CHANGES IN UNION CABINET 

Following the bifurcation of the Ministiy 
of Foreign Trade and Supply, Chowdhary 
Ram Sewak, union Deputy Minister has 
been re-designated as Deputy Minister 
for Foreign Tiade.with effect from Novem¬ 
ber 9, 1969. Mr Jaisukhlal Halhi, union 
Minister for Labour, resigned from the 
union cabinet on November 13, 1969 and 
Mr, C M Poonacha, the union Minister 
for Steel, on November 15. Mr Jagjivan 
Ram, union Minister for Food and 
Agriculture will, hold additional charge 
of the Ministry of Labour, Employment 
and Rehabilitation. Mr Swaran Singh, 
Minister for Defence has been placed in 
additional charge of the Ministry of Steel 
and Heavy Engineering. 

The Prime Minister has jeallocatcd the 
work in the Finance Ministry between the 
two ministers of State for Finance, Mr P. 
C. Sethi and Mr RK Khadilkar. Mr Sethi 
will deal with the Department of Revenue 
and Insurance minus Insurance Division 
cases, Department of Economic Affairs—- 
internal finance (including budget-, bank¬ 
ing and economic situation)—and Depart- 
m^t oi* Expenditure (Establishment divi¬ 


sion, Bureau of Public Enterprises .and 
Project estimates). Mr Khadilkar will deal 
with the Department of Expenditure in 
respect of heads other than the three put 
under Mr Sethi’s charge, insurance and 
national savings organisation. 

EXCHANGE ACT ANENDED 

Under Section 12(1) of the Foreign Ex¬ 
change Regulation Act, 1947, the exporters 
have been giving a declaration in GR forms 
to the customs authorities that the amount 
representing the full export value of the. 
goods has been or will, within the prescrib¬ 
ed period, be paid in the prescribed manner. 
The customs authorities had been checking 
the correctness of the value declared in the 
GR forms and taking appropriate action 
in case of misdcclaralion. The Supreme 
Court has held that the relevant provisions 
of the FER Act, as at present worded, do 
not authorise the customs authorities to 
take such action. An ordinance has, 
therefore, been issued amending the refe^ 
vant provisions of the .said Act, to enable the 
customs authorities to take action as 
the authorities had been doing prior to the 
Supreme Court judgment, in cases where 
the declarations given arc incorrect. 

INDIAN BANKS IN MALAYSIA 

This country has made an informal 
approach to Malaysia to allow some more 
time to come to a decision on the future of 
the branches of the Indian nationalised 
banks in the context of the latter’s objec¬ 
tion to the banks functioning there after 
nationalisation. It was recently reported 
chat the Bank Negara of Malaysia may soon 
ask the three nationalised Indian Banks, 
operating there with 11 branches either to 
close down or to conform to the Jaw which 
bars business by any foreign government- 
owned or government-controlled bank. 

Lie’s NEW BUSINESS 

The total new business of the Life 
Insurance Corporation of India in October 
1969 amounted lo Rs 66,92crorcs, involv¬ 
ing 93,981 policies. This included foreign 
business worth 72.77 lakhs. During 
the month the western zone of the corpora¬ 
tion rccoidod the highest amount of new 
business totalling Rs 21.91 crorcs followed 
by the southern zone with Rs 17.04 cwrti. 
The eastern, northern and central 
zones accounted for Rs 9.86 crores, Rs 
8.90 crores and Rs 8.36 crores worth of 



November 2U 1969 

business respectively. The total new busmcs$» 
completed by the corporation including the 
foreign business, during the period April to 
October, 1969 was of the order of Rs 369.69 
crores involving 545,041 policies, as against 
total completed business ofRs 341.71 
crores involving 565^042 policies during the 
corresponding period of 1968. 

HINDUSTAN ZINC EXPANSION 

Hindustan Zinc Limited is expanding 
Its lead and rinc beneficiation plant at 
2!awari in Rajasthan. When in operation, 
this project will save the countiy Rs 15 
crores a year in foreign exchange. The mas¬ 
ter scheme drawn up by Hindustan Zinc 
Limited calls for an ore beneficiation plant 
to treat 2,000 tonnes per day of ore. 
This will require installation of a modern 
and complicated plant and will entail expe¬ 
rience, expertise in design, procurement, 
construction and management. The order 
1^ the plant has been placed on a turnkey 
basis with Mcnally-Bird Fnginecring Com¬ 
pany Limited, Calcutta. The project is 
situated 25 miles from Udaipur in 7a\var. 

BHADRAVATI ROD MILL 

The last unit of the alloy steel project of 
M^iiorc Iron and Sled Ltd (MISL), Bhadra- 
vati—the combined bar and rod mill—is 
expected to be commissioned shortly. The 
erection of the electrical and mechanical 
equipment of the second electric pig iron 
furnace is nearing completion and is expec¬ 
ted to go into production early next year. 
With the commissioning of these units, 
MISL will be fully gcaicd to go into full 
prixluclion of special and alloy steels. 
MISL has already supplied 236 tons of 
mild steel castings valued at about Rs 5.23 
lakhs to the Heavy Machine Building 
Plant, Ranchi. These castings, after fur¬ 
ther processing by HMBP, will be used for 
the Bokaro steel plant. MISL has also 
received orders ftir steel castings from 
HMBP and the Foundry Forge Project, 
Ranchi. 

I.D.A. LOAN FOR NEPAL 

The International Development Associa¬ 
tion CIDA) has approved a credit of S 1.7 
million to Nepal for the expansion and 
modernisation of tciccoiTununications. This 
will be the first lending operation by the 
World Bank group in Nepal. Better tele¬ 
phone and telegraph services, both domestic 
and international, will facilitate govern¬ 
ment administration and the growth of 
<nd:iKtry and trade, and wiM encourage 


EASTERN ECONOMIST 

tourism which could become an important 
source of foreign exchange earnings. The 
credit to Nepal will be for a term of 50 
years including ten years of grace. It will be 
interest free but will ca^ a service charge 
of 0.75 percent a year to meet IDA’s admi¬ 
nistrative costs. 

COAL ADVISORY COUNCIL 

The Coal Advisory Council met in New 
Delhi on November 15, 1969. Dr Triguna 
Sen, union Minister for Petroleum and 
Chemicals and Mines and Metals, presid¬ 
ed. With a view to conserve coking coal, 
the council considered measures for a 
planned and scientific exploitation of Jlia- 
ria coal-fields. The meeting also reviewed 
ihe demand for coal during the fourth Plan 
period. The latest review places the 1973-74 
demand at 93.20 million tonne?. It also 
discussed the continuance or otherwise of 
its Committee on Transport and Distribu¬ 
tion. The Committee, functioning since 
1966, identifies bottlenecks in the transport 
of coal and suggests measures to renKivc 
them. 

SHARE IN U.N.I.D.O. 

This country has pledged Rs 3.75 lakhs 
in non-cOnvertiblc rupees for the United 
Nations Industrial Dcvclopracni Organisa¬ 
tion (UNIDO). The Indian pledge made 
recently was on the same level as during 
last year. Announcing its pledge, it was 
pointed out that UNIDO despite its adnii- 
nistraiive problems, was attempting to meet 
the needs of developing countries in the 
field of industrialisation. A total of S 1.5 
million (Rs 112.5 lakhs) was pledged at the 
pledging conference held recently. UNIDO, 
an aulonomous body, helps the industrial- 
isiUion of developing countries. The Soviet 
Union pledged 300,00(3 roubles, Yugoslavia 
100,000 in dinars, and ('uba 20,000 iicsos. 
Argentina contributed $ 30,000 and the 
Philippines $ 10,000. A total of 50 of the 
UN’s 126 members and nine other states 
invited to participate agreed to donate 
money. A UN spokesman indicated that 
the western powers including Britain and 
the United States, preferred .UNIDO to 
be financed through the UN Development 
Fund to which they contribute. 

S.I.D. MEET 

TIk elcvcmh World Conference of the 
Society for International Development 
(SID) held in New Delhi between Novem¬ 
ber 14 and No'ember 17, is the first to be 
held in Asia. About 900 delegates attended 


9S9 

including about 350 from outside the 
country. The Society is an International 
membership organization composed of indi¬ 
viduals actively engaged in development 
w'ork in almost all parts of the world. 
The purpose of the Society’s conference 
l:as been to bring together persons from 
many countries and many professional 
backgrounds to discuss, informally, the 
problems which they face in carrying out 
development programme.s. Although the 
Society takes no official position on any 
policy questions, the individuals who 
participated in the conference were free to 
comment on various subjects discussed. 

COMPUTER-BASED INFORMATION 

I'hc National Institute for Training in 
Industrial Engineering (NITIE) organised 
four seminars on ’‘computer-based man¬ 
agement infoimation system”, separately 
at Bangalore, Bombay, Calcutta and New 
Delhi, during the .vccond half of November, 
1969. NITIF has organised these seminars 
with the a.ssislancc of the Monagcmeni 
Development Brunch of the Tntemationul 
l^ahour Organisation in co-operation with 
the Buivnu of Public Enterprises. These 
seminars form a part of the global pro¬ 
gramme being presented by ILO in certain 
developing countries. 

EXPORTS OF CLINKER 

STf,' vvill soon receive a sizable order, 
valued at ab<nit Rs 13 crores, for the sup¬ 
ply of 225,000 tonnes of clinker for a period 
of throe to live years beginning from Decem¬ 
ber 1970. This is the outcome of the recent 
visit to Arab Gulf ports by an STC dele¬ 
gation which had participated in a tender 
for the supply of clinker. According to the 
delegation, prospects of exporting cement to 
these ports arc also bright. It found the 
cement pi ices in Kuwait presently vciy 
much depressed due to huge arrivals there 
from various countries. All ccnionl nic.nu 
for Saudi Arabia in the Red Sea is un¬ 
loaded at Yanbo. Though there is a good 
demand, high freight rales make prices of 
Indian ccnieni uncompetitive. During the 
current financial year, alxuit 40.0(X) tonnes 
of cement were exported. Besides, S IC' had 
recently participated in a tender for the 
supply of 75,(K)0 tonnes of cement to (. 'cylon 
in 1970 and is conf'dent of securing the 
order. Last year, it received an order for 
f>0.0()0 uinnes of cement from that country 
for shipment by country craft'*. 
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Company Affairs 


CHEMICALS AND FIBRES 

THE directors of Chemicals and Fibres of 
India Ltd have proposed a final equity 
dividend of Rs 1.65 per share of Rs 10 each 
for the year ended September 30, 1969. 
Together with the interim dividend of Rs 
1.10 per share paid earlier, the total divi¬ 
dend distribution for the year is maintain¬ 
ed at Rs 2.75 per share. The final dividend 
is payable to shareholders on the com¬ 
pany’s register on December 26, 1969. 
Sales during the year arc higher at Rs 25.06 
crorcs compared \\ilh Rs 18.97 crores in 
the previous year, Tl\c pre-tax profit is. 
however, slightly lower at Rs 3.55 crorcs 
against Rs 3.62 croies. The estimated tax 
liability is Rs 1.54 crorcs. The net profit is 
around Rs 2.01 crorcs. The directors have 
proposed to transfer Rs 1.10 crorcs to 
general reserve. 

DELHI CLOTH 

Dr Bharat Ram. Chairman, the Delhi 
Cloth and General Mills Co. Ltd, stated at 
the annual general meeting held recently 
that the company had obtained a letter of 
intent for the manufacture of nylon tyre 
cord in a new factory in Madias. He added 
that the board of directors had under 
consideration the steps necessary to imple¬ 
ment this project at an early date through 
a subsidiary company of the Delhi Cloth 
and General Mills. Dr Bharat Ram pointed 
out that during the financial year under 
review the company had shown improved 
performance as compared to the previous 
one. In spite of the continued difficulties 
faced by the textile industry all over the 
countiy, the performance of DCM textile 
units has been considered fairly satisfactory. 
The plastics and rayon tyre cord operations 
at Kota revealed satisfactory results, he 
added. The sugar factories and the vanas- 
pati factory at Delhi also rccofded fairly 
good performance. Dr Bharat Ram indicat¬ 
ed that the fcrtili/cr factory at Kota which 
went on stream according to schedule had 
shown creditable record and its products 
had been well received by the farmers. 

The Chainmn pointed out that since 
the publication of the renort of the Indus¬ 
trial Licensing Policy Inquiry Committee, 


there had beenjome talk about the role of 
the large industrial houses in this country. 
I le added that thi ough the devotion of hard 
work of numerous employees and compe¬ 
tent management, this company also had 
grown from a modest size to a leading 
position in lire country. Me hoped that 
rapid economic growth achieved in this res- 
ponsibic mjnncr will continue to receive 
full support and encouragement from the 
government. He also hoped that narrow 
prejudices and vague ideological view's will 
not be allowed to slow down the economy 
that has been developed with .so much 
effort and devotion. He stated that the 
government should pay due consideration 
to the need for maintaining efficiency w itli- 
in the nationalised section of the banking 
industry and should maintain a healthy rate 
of growth by giving effective financial assis¬ 
tance to industry, trade and agriculture. 

CONSOLIDATED COFFEE 

Consolidared Coffee Ltd, has earned 
a gross profit of Rs 117.83 lakhs during the 
year ended June 30, 1969, compared with 
Rs 59,65 lakhs in the previous year. After 
providing Rs 10.38 lakhs for deprecia¬ 
tion, Rs 5.215 for development rebate re¬ 
serve and Rs 64 laklvs for taxation, the net 
profit works out to Rs 43.40 lakhs. The 
directors base transferred Rs 42 23 1 rkhs 
to general reserve. The equity dividend 
has been maintained at 18.5 per cent, 
absorbing Rs 24.82 lakhs, and will be paid 
from general reserve. The coffee crop in 
1968-69 was 4,161 tonnes against an esti¬ 
mate of 4,400 tonnes. The pepper crop was 
39 tonnes against an estimate of 45 tonnes 
and the cardamom crop was 3.4 tonnes 
against an estimate of two tonnes, 

COFFEE LANDS 

The directors of Coffee Lands Limited 
have recommended the issue of bonus 
shares in the proportion of one share for 
every five equity .shares held by capitalising 
Rs 6 lakhs out of re.servcs subject to the 
approval of the government. It has also 
been announced that a dividend of 16 per 
cent, taxable, will be paid on the capital, 
same as previously. The net earnings, be¬ 
fore depreciation and taxation, for the 
year ended June 30, 1969, have risen to 
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Rs 19.87 laklts from Rs 15.13 lakhs in 
1967-68. The amount set aside for depre¬ 
ciation i.s Rs 1.20 lakhs. Taxation claims 
Rs 10.10 lakhs. The transfer to general 
reserve is Rs 3 lakhs, while the amount 
required for payment of dividend is 
Rs 4.80 lakhs. 

DECCAN SUGAR 

The Deccan Sugar and Abkari Co., 
Ltd, has earned a* net profit of Rs 33.76 
lakhs during the year ended May 31, 1969 
compared with Rs 13.98 lakhs in the previ¬ 
ous year, after providing Rs 18.61 lakhs 
for depreciation, Rs 6.02 lakhs for manag¬ 
ing agents’ commission, Rs 41,000 for deve¬ 
lopment rebate reserve and Rs 61.12 lakhs 
for taxation. Sales ha^^ risen to Rs 6.40 
crorcs from Rs 5 .*83 crores. The directors 
have proposed a final equity dividend of 
11.25 per cent absorbing Rs 7.84 lakhs. 
The interim dividend at 3.75 per cent has 
absorbed Rs 2.61 lakhs. General reserve 
gets Rs 17,79 lakhs and dividend equalKsa 
tion reserve Rs 4.90 lakhs. During the 
year, 146,000 tonnes of cane were crushed 
at Sumalkot giving 13,734 1tonnc.s bf 
sugar with a recovery of 9.43( pet cc^t. The 
crushing at Pugalur was 280,'liiSy‘tonawi 
of cane giving 24,175 tonnes of sugar with 
an average recovery of 8.65 per cent. 

KIRLOSKAR TRACTORS 

Kirloskar Brothers Ltd and Kirloskar 
Oil Engines Ltd arc promoting a new com¬ 
pany, namely Kirloskar Tractors Lid. The 
new company will manufacture tractors in 
the range of 30 fo 92 h.p. It will initially 
issue equity capital of Rs 1 crorc divided 
into 100,000 shares of Rs 100 each. Kirlos¬ 
kar Brothers proposes to subscribe to equity 
shares of Rs 41 lakhs and Kirloskar Oil of 
Rs 35 lakhs in the new company. Kirloskar 
Brothers and Kirloskar Oil will get the 
sole distributorship of the company’s trac¬ 
tors. 

SHREE GOPAL INDUSTRIES 

Shree Gopal Industries Ltd, a subsidiary 
of Shree Niwas Cotton Mills Ltd, has pro¬ 
posed a higher equity dividend of Rs S 
per share for the year ended June 30, 1969 
against Rs 2.50 for the previous year. 
The company has produced a higher gross 
profit of Rs 9.9^|akhs for the year against 
Rs 7.56 lakhs for the previous year, the 
sales amounting to Rs 1.21 crores against 
Rs 1.09 crores. Out of the profit, deprecia¬ 
tion gets Rs 6 03 lakhs, development ro- 
bate-reserveRs 77,000 and taxation Rs L30 
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YES!' 

You can obtain 
Product Improvomont 
with Cost Reduction 
In your Industry 
with 


/aWlMlDMM 

iXIRUSIONS 

Lightness, corrosion resistance, good 
suirface finish, along with strength and 
combination of properties—you can obtain 
ali at tow cost with HINDALCO Aluminium 
Extrusions. There are endless applications 
in every industry using fabricated metal 
shapes as components of assembly. A sin¬ 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made In alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, H-sections, hollow shapes 
or semi-hollow shapes or special shapes. 

Why not investigate the possibilities of 
Aluminium Extrusions application In your 
industry? It will pay you handsomely to 
do so I Please write to: 

HINOOSTAN ALUMIWUM 
CORPORATION LTD. 

Works: Renukoot, U.P. 

Offices; BOMBAY 
^ELHUCALCUTTA-MAORAS 
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6 PER CENT 

WEST BENGAL STATE ELEaRiCITY 
BOARD BONDS, 1981 

FOR 

Rs. 250 Lakhs 

(PAYMENT OF INTEREST AND REPAYMENT OF PRINCIPAL 
GUARANTEED BY THE GOVERNMENT OF WEST BENGAL) 

ISSUE PRICE ; Rs. 99.50 PER CENT. 

REDEEMABLE AT PAR ON 29TH NOVEMBER, 1981. 

The Bonds are approved securities under Indian Trusts Act, the Insurance 
Act and the Banking Companies Act, They are also j^eligible for investment of 
the accumulations of the Provident Funds. 

Subscriptions will be received from 24th November, 1969 but the list will 
be closed without notice as soon as the total subscriptions amount to Rs. 250 
lakhs and in any case not later than the close of the business on the 29th, 
November, 1969. The Board reserves the right to retain subscriptions received 
upto 10% in excess of the sum of Rs. 250 lakhs. 

APPLICATIONS ALONG WITH THE SUBSCRIPTION WILL BE 

RECEIVED AT 

(i) the office of the Financial Adviser & Chief Accounts Officer of the Board 
at 48/1, Diamond Harbour Road, Calcutta*27. 

(ii) the office of the Superintending Engineer, Calcutta Circle, New Sectt. 
Bldg. I, Kiran Sankar Roy Road (7th floor), Calcutta-1. 

(iii) the Bombay, Madras and New Delhi (Asaf Ali Road) branches of the 
United Bank of India. 

Copies of the Bond Prospectus and Application Forms are available in the 
above offices. 

S. DUTT-MAZUMDAa 

CHAIRMAN 

WEST BENGAL STATE ELECTRICITY BOARD 
CALCUTTA 
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lakhs. The balance has been transferred to 
the general reserve out of which the propos¬ 
ed dividend will be paid. The company’s 
performance for 1967*68 was adversely 
affected by a strike which cost production 
of nearly a month. Tlie current year’s 
working has been better than lust year. 
The company proposes to spend Rs 31 
lakhs on new equipment this year. 

HINDUSTAN CONSTRUCTION 

The directors of the Hindustan Construc¬ 
tion Co Ltd, have proposed to maintain the 
equity dividend at 12 percent for the year 
ended July 31, 1969. Work bills have 
amounted to Rs 20.79 crores. The gross 
profit is at Rs 254.01 lakhs. Allegations 
for the year include: depreciation Rs 111.23 
Jakhs, development rebate reserve Rs 35.20 
lakhs, managing agents* remuneration Rs 
8.47 lakhs and taxation Rs62.50 lakhs. 
The net profit thus works out lower at 
Rs 36.61 lakhs. Provision no longer re¬ 
quired amounts to Rs 8.12 lakhs. The 
directors have made a further provision for 
taxation amounting to Rs 4..^0 lakhs. 

ANIL CANADA 

Anil Canada Ltd, in which Anil Hard- 
boards Ltd, has a s.ii?able interest, is em¬ 
barking on a I 8 million (Canadian) 
expansion programme aimed at raising the 
plant’s capacity from 50,000 tons to 110,0(X) 
tons of hardboard products annually. The 
company, which now has about 54 per cent 
of Canada’s hardboard market, intends 
to complete its expansion by the end of 
1970. The expansion programme, which 
will bring the total investment by Anil 
Canada to more than 120 million, will be 
financed partly by Industrial Estates Ltd, 
the development corporation of East 
River Province, 'fhe total of $ 8 million 
includes $ 6.50 million for machinery, 
cost of installation and related items and 
$1.5 million for new building and services. 
Besides loans and deferred payment faci¬ 
lities the company will raise fresh capital 
of about I 1 million to implement the 
programme. 

TRIBENI TISSUES 

The subscription list of the public issue by 
Tribcni Tissues Ltd comprising 1,025,000 
equity shares of Rs 10 each at a premium of 
Rs 4 per share will open on November 
24 and close on December S or earlier but 
not before November 26. The entire public 
issue has been underwritten. The company 
lias an authorised capital of Rs 8 crores 


in equity shares of Rs 10 each and u paid- 
up-capital of Rs 324.21 lakhs. The present 
issue is for Rs 113.91 lakhs, of which 
114,000 equity shares of Rs 10 each at a 
premium of Rs 4 per share have been re¬ 
served for Indian directors and employees 
of the company. The company has under¬ 
taken an expans ion programme involving 
a capital outlay of Rs 2.80 crores. A 
major portion of the outlay w ill be met by 
the company’s own internal resources and 
bank borrow ings. The proceeds of the issue 
will eliminate current bank borrowings. 
The issue is being made to invite Indian 
public participation to the extent of 26 per 
cent in equity capital. By the end of 1975 
such participation will he raised to 40 per 
cent by issue of further shares. At that time 
if the company s present progress is main¬ 
tained, a further increase in present capa¬ 
city is anticipated. The company’s pre¬ 
sent capacity is 8,500 tonnes a year of 
lightweight tissues, primarily high quality 
cigarette papers. 

UNIT TRUST 

The sale and repurchase prices of units of 
the Unit Trust of India have been raised by 
live paise each with cficct from November 
M. The new sale and repurchase prices, 
arc Rs 10.70 and Rs 10.30 a unit Tcspec- 
tivcly. 

CAPITAL AND BONUS ISSUES 

Consent has been accorded to 11 
companies to raise bonus shares amounting 
to over Rs 58 laklis. The amount of bonus 
shares ranges between Rs 62,500 and Rs 
17,20,000. The consents arc valid for 12 
months. The following are the details: 

Central Dyes Products (Private) Ltd, 
Delhi, has been accorded consent to capital¬ 
ise Rs 1,35,0(X) out of its general reserve 
and issue fully paid equity shares of Rs 5(K) 
each, as bonus shares, in the ratio of one 
bonus share for every equity share held. 

Sharpedge Limited, Delhi, has been 
accorded consent to capitalise Rs 4,50,(XX) 
out of its general reserves and issue fully 
paid equity shares of Rs 100 each, as bonus 
shares, in the ratio of one bonus share for 
every two equity shares held. 

Orient Express Private Ltd, Delhi, has 
been accorded consent to capitalise Rs 
62,500 out of its general reserves and 
issue fully paid equity shares of Rs 10 each, 
as bonus shares in the ratio of one bonus 
share for every four equity shares held. 

The Bombay Samachar Private Ltd, 


Bombay, has been accorded consent to 
capitalise Rs 12,(X),000 out of its general 
reserves and issue Ailly paid equity 
shares of R$ 100 each as bonus shares in 
the ratio of one biTnu.s share for every 
equity share held. 

The United Industries (Cochin) Ltd, 
Cochin, has been accorded consent to 
capitalise Rs 4,00,000 out of its free 
reserves and issue fully paid equity .shares 
of Rs 20 each as bonus shares in the ratio 
of one bonus .share for every four equity 
shares held. 

Narbada Valley Chemical Industries Pri¬ 
vate Ltd, Bombay, has been accorded con¬ 
sent to capitalise Rs 2,50,(X)0 out of its^ 
genera] rescives and issue fully paid 
equity shares of Rs 100 each as bonus shar¬ 
es in the ratio of one bonus share for every 
lour equity shares held. 

Indo Pharma Pharmaceutical Works 
Private Ltd, Bombay, has been accorded 
consent to capitalise Rs 5,(X),0(K) out of its 
general reserves and issue fully paid equity 
shares of Rs 1000 each as bonus shares in 
the ratio of one bonus share for every 
equity share held. 

Coventry Spring & Engineering Com¬ 
pany Private Ltd, Calcutta, has been accord¬ 
ed consent to capitalise Rs 17,20,000 out 
of its general reserves and issue fully paid 
equity shares of Rs 100 each as bonus 
shares in the ratio of one bonus share for 
every equity share held. 

K. G. Khoala A Company Private 
Ltd, New Delhi, has been accorded consent 
to capitalise Rs 5,12,0(X) out of its general 
reserves and issue fully paid equity shares 
of Rs 1(H) each as bonus shares in the ratio 
of two bonus shares for every five equity 
shares held. 

Asian Electronics Ltd, Bombay, has been 
accorded consent to capitalise Rs 6,00,000 
out of its general reserve and issue fully 
paid equity shares of Rs 100 each as bonus 
shares in the ratio of one bonus share 
for every five equity shares held. 

Rajasthan Small Industries Corporation 
Ltd, Jaipur, has been accorded consent to 
issue to the State Government of Rajas¬ 
than 642 fully paid equity shares of Rs 100 
each as bonus shares in lieu of the divi¬ 
dend the state government was entitled 
from the company. 



994 


EASTERN BCONOMITT 


November ZU 19fiR 


Readers’ Roundtable 


ON FERTILISER PROJECTS 

Sir, The nipiU dcvclopmeni or the I'cni- 
liser industry in India is inevitable if the 
country has to attain sclf-sufticiency in food 
production in the near future. So rightly 
the Government of India recently anno¬ 
unced that their policy hereafter will be to 
commission at least two fertiliser factories 
every year so that considerable saving 
could be ciTcctcd in foreign exchange bv 
avoiding imports of fertilisers. In this 
context, the shortage of foreign currency 
and the high cost of imported engineering 
and machinery for the sophisticated 
mcKlcrn fertiliser industry also brings into 
iociis the need to develop indigenous pro¬ 
cess and engincejing know-how as well as 
ma c h i II e- h u i I d i n g ca pa c i t y. 

Kver since the fii*sl big fertiliser factoiy 
iit Sindri was built in 1951, we have been 
purchasing procc^scs, plant and machinery 
from various countries such as the USA. 
Germany, Japan, Italy and the UK foi our 
growing fertiliser indusliy. The choice has 
been dependent, not on process and eco¬ 
nomic advantages, but on availabilily of 
credit or aid from the advanced countries. 
A significant step was taken a few years 
buck by the FCI and FFDO to enter into 
licence arrangements w ith Montccatini Fdi- 
son of Italy and Power Gas Corpn. of the 
UK for process know-how and engineering 
design of ammonia and urea plants and 
with Stamicarbon of Holland for nitric 
acid manufaclurc. Recently, similar 
agreements have been reached with Koppers 
and Lurgi of West Germany for coal gassi- 
ticatioii and synthesis gas puiificaiion. 
These have enabled F'CI and FEDO to 
carry out detailed enginceiing design for 
complete fertiliser plants at Cochin and 
Durgapur which arc nearing completion 
anvl also at Barauni, Namrup, Korba and 
Ramagimdam whicli F'Cf have just taken 
up. 

Their knowledge and experience thus 
gained will help to do similar engineering 
and design for more fertiliser factories 
in public and private sectors hereafter for 
production of ammonia, urea, animoniuni 
nitrate and sulphate and phosphatic fcrli- 
liscis 

While 1 CT and f'EDO, which arc prac¬ 
tically government-owned organisations. 


have been engaging themselves to know 
the process know-how and design and 
engineering for fertiliser plants in a great 
measure and are already doing more than 
six plants and at the same time operating 
nearly six successfully, it is rather curious 
to find that the govenuiKnt has again 
signed with the USSR and Poland for 
the establishment of a fertiliser factory at 
Haldia. Few w ill endorse that both these 
countries are well advanced in fertiliser 
technology. When such is the ease, to be¬ 
lieve that the USSR and Poland are going 
to contiibule to a large measure towards 
the establishment of this factory at Haldia 
seems less than credible. 

In the light of the new decision that the 
government is going to commission two 
plants every year, would it not have been 
Iseticr if FCI iuul F’FIX) arc linked up with 
all these new installations so that the 
advantages of research, development and 
technology wl\ich they have perfected so 
far could he usefully applied and consider¬ 
ably impiovcd too? 

Generally the enginceiing and design of 
a modern large-size fertiliser plant consti¬ 
tutes 10-15 per cent of Ibc installed plant 
cost. A large percentage of this has so 
far been in t'orcign currency when the 
principal contractor selected to supply 
and build the factory is a foreign firm. 
It is obvious that there will be considerable 
savings in this aspect if all or most of the 
work can be done in India as Indian 
engineering man-hours cost much less. 
The foreign exchange needs will also get 


The Autumn session of the Central 
Legislature has ended. It provided legis¬ 
lators with an opportunity to ventilate 
many public grievances and call the Govern¬ 
ment to account regarding several issues 
alfccting the people. The food muddle. 
Indians' problems in South and East 
Africa, the Bombay Plan and the coal 
situation were among the questions dis- 


rcduccd considerably. FurtJicr, our en¬ 
gineers would get ample opportunities to 
progress in every way, namely, employ¬ 
ment, knowledge and skills. Thus there is 
more than a two-fold advantage in this. 

Having entered into agreements with 
some foreign firms for process engineering 
and design of fertiliser plants and taking 
into account the present large-scale 
unemployment of Indian engineers, it is 
surprising that even now fertiliser plants 
, built by parlies other than FCI and FEDO 
in public sector arc allowed to enter into 
agreement with dilTcrent foreign firms for 
complete supply of process engineering 
and design, involving huge drain on foreign 
exchange and avoidable expenditure in 
engineering. The fertiliser plants at 
Kota, Kanpur, Gujarat, Madras, Kandia, 
Goa and others could have more advan¬ 
tageously utilised the FCI and FEDO 
licence urrangcmenls and saved both in 
foreign exchange and rupee expenditure. 
More projects arc licensed recently namely 
Mangalore aiul I'ulicorin in privStp 
sector. 

Wliai if under these circumstances, the 
ministry start thinking of commissioning 
or assigning only FEDO /FCT to assist 
any project that arc planned either in the 
public or private sector and any credit 
arrangements that are required for mini¬ 
mum foreign cqui|micn( can be negotiated 
on a government to govcinnicnt level by 
[hc.se two groups. If that is done it will 
add to Ihe bargaining power of our country 
and a considerable saving in our foreign 
exchange. 

After ail it should be considered that 
a time has come when India should cease 
to be a bazar for international techno- 
wai^ and we should aim at having one of 
of our own developed. 


cussed. The impression left by the session 
is that the Government's complacency has 
been rudely shajeen and that it has realized 
that there is public opinion in the country. 
I he Government had to agree to circulate 
for public opinion the Bills relating to the 
payment of wages and the Rice Fund. 
The Banking legislation has also been 
circulated. 


Madras 


V.K.N. CHARI 


^conomUt 2.5 
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COMPANY MEETING 


THE DELHI CLOTH & GEHERAL 
MILLS CO. LTD. 

Speech delivered by Dr. Bharat Ram, Chairman^ Board of 
Directors, at the Eighty-First Annual General Meeting of The 
Delhi Cloth & General Mills Company Limited on November 
12, 1969 at Delhi. 





Dr. Bharat Ram 


Ladies & Gentlemen : 

I have great pleasure in welcoming you to this 81st Annual 
General Meeting of your Company. At the outset I should like to 
place on record our deep sorrow at the sad and sudden demise of 
President Dr. Zakir Husain. His death has removed from the 
national scene a distinguished statesman and an outstanding 
humanist. We are fortunate in having as his successor Dr. V.V. 
Giri, whose qualities of leadership and devotion to the cause of 
uplifting India’s teeming millions are well-known, especially to 
those who are acquainted with the history of the Labour Movement 
in our country. 

As you are aware, this year marks the centenary of the 
birth of Mahatma Gandhi, and as we focus our attention on the 
ideals that he stood for, and the goals that he set for us, we cannot 
but realise the great extent of our shortcomings and the magnitude 
of the tasks that need to be accomplished. Recent events in some 
parts of the country have highlighted the sad gulf between 
communities and the reckless acts that some people are capable 
of. On behalf of all of us I should like to pledge our dedication to 
the national causes that Mahatma Gandhi stood for, and for which 
we call him Father of the Nation. 

Many of you are familiar with the highlights of the economic 
situation during the past year. I would like to limit myself to 
mentioning only such matters as are of special significance for us 
here. On the agricultural front, the year has been reasonably 
satisfactory, so far as the monsoon was concerned. The national 
drive for improved agricultural practices and higher production has 
also gained momentum; and we can look forward with some 


measure of confidence to the time when the nation will be able 
to feed and clothe itself without excessive dependence on imports. 
There is great need, however, for planned regulation of prices and 
supply of credit and vital agricultural inputs to the farmers at the 
right time. The confidence generated in the more progressive 
farmers by recent trends needs to be •^^ustained, in order that 
agriculture be modernised and productivity be improved significan¬ 
tly. While a revolution has indeed been achieved in respect of 
agricultural output in .some parts of the country, through the use 
of improved seeds, irrigation facilities and fertilisers, there is need 
to extend these progressive trends to the vast areas which have 
remained almost untouched so far. There is need for a massive 
effort to improve productivity in agriculture with as much care, 
planning, investment and intelligent foJlow-up, as in industry. 

The country’s position in respect of international trade has 
shown some improvement; but our exports must increase a great 
deal more, in order that we may sustain a suitable rate of growth 
of the Indian economy, in keeping with our needs, and the existing 
international possibilities. 

A major development took place in July last with the 
national isation of 14 major Banks. Government have announced, in 
a range of voices, the various objectives which arc intended to bo 
achieved with the nationalisation of this key industry. The policies 
that Government will follow in respect of the nationalised Banks 
must necessarily affect industry, and agriculture, and indeed, all 
economic activity in the country. We hope that Government will 
pay due heed to the need for maintaining efficiendy within the 
Banking industry, and for effective financial assistance to industry 
and trade, as well as agriculture, for a healthy rate of growth. 

With the publication of the report of the Industrial 
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Licensing Policy Inquiry Committee, there has been some talk 
about the role of the larger industrial Houses in this country. All 
of us here are proud of the fact that during the past 50 years, 
through the devotion, loyalty and hard work of numerous 
employees, and competent and imaginative management, this 
Company, has grown from modest size to a leading position in the 
country, and has a record of responsible action in the best 
interests of society and country. Wc hope that rapid economic 
growth, achieved in a responsible manner will continue to receive 
the fullest support and encouragement from Government. Our 
country needs the fastest economic growth that it is capable of 
organising ; and we hope that narrow prejudices and vague 
ideological notions will not be allowed to slow down the momen¬ 
tum that has been developed with so much effort and devotion. 

(doming to the affairs of your Company, I am happy to be 
able to say that the last financial year was better than the previous 
one. In spile of the continued difficulties faced by the Textile 
Industry all over the country, the performance of your textile units 


has been fairly satisfactory. The plastics and rayon tyre cord 
operations at Kota showed satisfactory results. Your sugar 
factories and the vanaspati factory at Delhi have done well. The 
fertiliser factory at Kota which went pn the stream according to 
schedule Has performed creditably, and the product has. been weJK 
received by farmers. 

Your Company had obtained a letter of intent for 
manufacture of Nylon Tyre Cord in a new factory in Madras. The 
Board of Directors have under consideration the steps necessary 
to implement this project at an early date, through a subsidiary 
Company of D.C.M. 

In conclusion, I would like to congratulate all the workers 
and staff whose devotion to duty enabled tis to achieve these 
good results. 

NOTE : This does not purport to be a record of the proceedings- 
of the Annual General Meeting. 



Osur Bmc •! m o 4 m m ffelghtere offeri fast. 


rfu l a r and dapandabla aanrlca bat w aan 

IIIObU4l. IL i THE arnmm o IMNA/EAST MKISriUU^tXITH AHEtia 
mObU-BLAa SEA A EASTEM MEOfTERIIANeAN FORTS 
INDIb-FOUIIO Aba arauad Hit INMAN COAH 

INDIA STEANSHIP CO., LTD. 
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1969 


records and statistics 


WHOLESALE PRICES 


THE wholesale prices as measuied by the oflicial index (with the 
year ended March 1953 as 100) depicted a fall of 0.5 per cent lo 
224.9 during September, 1969 as against 226.0 for August. 1969. 
<Thc index, however, showed a rise of 1.6 per cent when conipaicd 
to the corresponding month of last year). During the month 
under review, the fall in the all commodity index was shared by a 
decline in the index of ‘food articles’ by 0.4 per cent to 243.5, 
‘liquor and tobacco’ by 0. S per cent to 222.8 and ‘industrial raw 
materials’ by 2.7 per cent to 255.8. However, the index for the 
‘fuel, ' power, light and lubricants* group lemained almost 
stationary at its previious month’.s level while the index for 
‘manufactures’ witnessed u rise of 1.0 per cent to 178.3. 

Lx)wer prices of rice, jowar, bajra, barley and ragi brought down 
the index for ‘cereals’ by 0.8 per cent to 212.2. The prices of 


wheat and mai/e, however, moved up. (The index for cereals, 
at this level showed a fall of 0.7 per cent when compared to the 
corresponding month a year ago). A considerable fall in the 
prices of moong and urad was responsible for a decline in the 
the sub-group index for ‘pulses* by 0.3 per cent to 213.7 notwith¬ 
standing a rise in the prices of gram, arhar and masur. The index 
for ‘foodgrains* declined by 0.7 per cent to 212.5 as against 
214.0 for August, 1969. due to fall in the prices of both cereals 
and pulses. Owing to a substantial fall in the prices of oranges 
and bananas the sub-group index for fruits and vegetables went 
down by 2.9 per cent to 240.4 for September, 1969, The prices 
of potatoes and onions, however, depicted a rise. 

Lower prices of both milk and ghco brought down the sub¬ 
group index by I. I per cent to 246.7 during the month under rc- 


INOEX NUMBERS OF WHOLESALE PRICES BY GROUPS AND SUB-GROUPS OF COMMODITIES 

(Base : 1952-53-100) 


Percentage increase 
(-f-)/dccrease (—) 
in September 196V 
as compared to 


Group and Sub-Group 


Food articles 

Foodgrains 

Cereals 

Pulses 

Fruits and vegetables 
Milk and ghee 
Edible oils 
Fish, eggs and meat 
Sugar and gur 
Others 

Lfqiior and tobacco 
Tobacco 

Fuel) power, light and lubricants 
Industrial ran materials 

Fibres 

Oilseeds 

Minerals 

Others 

Manufactures 
Intermediate product.^ 

Finished products 
Textiles 

Cotton manufactures 
Jute manufactures 
Woollen manufactures 
Silk and rayon manunicturcs 
Metal products 
Chemicals 
Oilcakes 

Machinery and trans|>ort equipment 
Others 


ptember 

August 

September 

August September 

1969 

1969 

1968 

1969 

1968 

243 5 

244 5 

250 2 

-0 4 

-2.7 

212.5 

214.0 

215.8 

^.7 

-0.5 

212.2 

214.0 

213.6 

-0.8 

-0.7 

213.7 

214.4 

224.5 

0.3 

-4.9 

240.4 

247.6 

234.7 

-2.9 

4-2.4 

246.7 

249.5 

248.6 

-1.1 

—0.8 

335.6 

326.2 

283.3 

+2.9 

f 18.5 

243.2 

257.9 

221.8 

--5.7 

—9.6 

215.3 

217.8 

400.6 

-l.I 

46.3 

325.2 

321.4 

256.8 

+ 1.2 

+26.6 

222 8 

224 5 

203 5 

^8 

—9 5 

218.0 

219.9 

197.6 

-0.9 

+ 10.3 

204 4 

204 5 

193 8 

., 

+5.5 

255 8 

262.9 

233 2 

-2.7 

+9.7 

203.6 

226.9 

220.9 

10.3 

-7.8 

340.9 

.3.35.2 

275.9 

+ 1.7 

+ 23.6 

149.9 

149.9 

139.9 


+ 7.1 

202.0 

202.8 

182.3 

0.4 

+ 10.8 

178 3 

176 5 

169 2 

+ 10 

4 5.4 

221 1 

222 9 

205 2 

+0 5 

+9.2 

no 8 

168 9 

163 3 

+ M 

4-4 61 

166.8 

164.3 

159.4 

+ 1.5 

f4.6 

161.5 

161.3 

158.1 

+ 0.1 

4-2.2 

184.8 

175.5 

162.8 

+ 5-3 

+ 13.5 

206.7 

206.7 

192.8 


+ 7.2 

146.3 

146.5 

151.0 

0.1 

-3.1 

226.6 

226.(7 

224.1 

.. 

+ 1.1 

167.0 

166.8 

152.7 

+0.1 

-i-9.4 

292.9 

283.5 

271.5 

+3.3 

+ 7.9 

159.2 

159.1 

157.2 


. +I..3 

144.0 

143.5 

137.1 

+0.3 

+ 5.0 

224 9 

226 0 

221 4 

4).5 

+16 


Source : Economic Ad\iscr to the Government of Ind’a. 


All coiaiiioditie.s 
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view. (A rise in the prices of almost all edible oils, (except gin- 
gelly oil which showed a fall), raised the index for ‘edible oils' 
Fiub-group by 2.9 per cent to 335.6 for September, 1969. The 
prices of vanaspati, however, stood stationary at its previous 
month’s level. The sub-group index for ‘fish, eggs and meal* 
receded by 5.7 per cent to 243.2 doe to a considerable fall in the 
prices of fish and eggs. A fall in the prices gur brought down 
the sub-group index for ‘sugar and gur’ by 1.1 per cent to 215.3 
for September, 1969. An increase of J.2 per cent from 321.4 
to 325.2 in the sub-group index for ‘other food articles’ was brought 
about by an advance in the prices of tea, coffee, black pepper, 
chillies and turmeric, despite a fall in the prices of cardamoms, 
betelnuts and .salt. 

Liquor and Tobacco 

The indc.\ for this group exhibited a fall mainly due to lowci 
pi ices of tobacco raw. The prices of liquor and tobacco manufac¬ 
tures. however, remained unchanged at the previous month’s 
level. 


November 21, 1$^; 

Fuel, Fo#er, Light and Labrfcantg. 4/ 

The index for this group worked out to 204,4 as against 204.5 
for the earlier month as the prices qf castor oil declined, 

Indtistrlal Rhw materials 

A sharp fall in the prices of jute raw. follwed by a fractional 
decline in cotton raw and wool raw brought down the sub-group 
index for ‘fibres’ by 10.3 per cent to 203.6 for September 1969. 
A rise in the prices of hemp raw and silk raw was, however, re* 
gistered. Higher prices of groundnuts, rape seed and copra raised 
the sub-group index for ‘oilseeds’ by 1.7 per cent to 340.9 al¬ 
though the prices of linseed and gingelly seed depicted a fall. 
Intermediate Products 

A rise in the prices of linseed oil, cotton yarn, rayon yam, 
aluminium and copper pushed up the index for this group by 0.5 
per cent to 221.1. The prices of zinc, however^ declined. 

Finished Products 

The index for ‘finished products’ advanced by 1.1 per cent 
to 170.8 during the month under review. 
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(R$ croren) 

Oct. 24, A week A month A year 

1969 ago ago ago 


SCHEDULED COMMERCTAI. BANKS 

(Rs crores) 

Oct. 24, A week A month A year* 

1969 ago ago ago 


Issue department 


Notes held in 


banking dept. 

15.66 

38.27 

38.59 

28.25 

Notes in circulation 

3,485.84 

3,512.19 

3,414.84 

3,209.26 

Fotal notes issued 

3,501.50 

3,550.46 

3,453.43 

3,237.51 

Gold coin and bullion 

182.53 

182.53 

182.53 

115.89 

Foreign securities 

260.89 

260.89 

220.89 

226.42 

Rui'xje coin 

75.32 

74.27 

77.25 

82.15 

Government of India 





rupee securities 

2,982.75 

3,032.77 

2,972.77 

2,813.05 


Banking department 


Deposits of central 


government 

51.76 

52.72 

51.56 

58.67 

Deposits of state 

governments 

4.01 

4.76 

7.26 

4.41 

Deposits of ban kb 

174.93 

199.90 

175 80 

142.05 

Other deposits 

236.07 

230.93 

228.59 

322.19 

Other liabilities 

499.78 

488.29 

498.35 

388.00 

Total liabilities or 

assets 

%6.54 

976.60 

961.57 

915.32 

Notes and coins 

15.77 

38.38 

38.74 

28.33 

Balances held abroad 

155.88 

153.40 

181.05 

102.40 

Loans and advances to: 

(n) State govern- 

mmts 

138.64 

123.91 

85.73 

130.11 

(6) Scheduled com- 

m^rcial banks 

17.51 

37.88 

20.26 

30.25 

(c) State co-opera- 

live banks 

281.72 

280.05 

271.86 

230.03 

(d) Other loans and 

advances 

9.67 

9.22 

8.38 

9.64 

Bills purchased and 

discounted 

214.% 

201.50 

181.80 

226. W 

Investments 

100..34 

100.00 

141.85 

123 

Other assets 

32.06 

32.26 

31.90 

34.39 


Demand dcpo.sits* 

2,082.41 

2,069.88 

2,066.74 

1,834,29 

Time deposits* 

2,679.20 

2,674.41 

2,647.52 

2,280.77 

Aggregate deposits* 

4.761.61 

4.744.30 

4.714.27 

4,115.06 

Cash 

127.44 

123.13 

121.56 

116.70 

Balances with Re- 

serve Bank 

163.98 

181.03 

157.97 

143,97 

Cash and balances 

with Reserve Bank 

291.41 

304.16 

279.53 

260.67 

Borrowings from 

Reserve Bank 

19.29 

33.80 

22.87 

30.25 

Investments in gov- 

ernment .securities 

1,289.06 

1,253.59 

1,258.26 

1,100.75 

Advances 

2,881.84 

2,864.50 

2,836.10 

2,521,67 

Bills purchased and 

discounted 

590,07 

600.38 

588.14 

512.77 

Inland bills 

409.35 

423.83 

420.69 

353.83 

Foreign bills 

180.72 

176.55 

167.45 

158.94 

fotal bank credit 

3,471.91 

3,464.88 

3,424.25 

3,034.44 

Percentage of 

(6) to (3) 

6.12 

-6.41 

5.93 

6.33 

(8) to (3) 

27.07 

26.42 

26.69 

26.75 

(11) to (3) 

72.91 

73.03 

72.64 

73.74 


* Excluding inter-bank borrowings 

Source : Reserve Bank of Iddia 
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THE Fa eOMlUX 
or how to get a complete 
range of services 
on fertilizers and chemicals 



At FCI teff-reliance is more than just a word. It's a whole line of action, 
! That's how the multifunctional integrated Planning and Development 
Division (P&D)of FCI is equipped torender every help to the fertilizer and 
chemical industry from the blue-print to the final commissioning stage. 


Now big la FCI ? How much can it 
undertake at a time? Well. FCTa Pand D 
Oivifion can tat up two fertilizer plants 
^ a year, handle no fewer than eight maior 
, projacta at a time, and provide detailed 
' soil test reports through its mobile soil 
testing unit. 

Catalyst know-how. FCI—The Ferti¬ 
lizer Corporation of India Linitad. is one 


of the very few organisations in the world 
to develop end produce without any 
foreign assistance a complete range of 
catalysts so vital to the fertilizer industry. 


Consultancy tervciee. FCI's full fledg* 
ed consultancy services can be drawn 
upon for the solution of any problem at 
any stage of production regarding the 
fertilizer and chemical industry. 



self-reliance- 
in fertilizer 
technology 


FfRTILIZEII COnrORATION Of IMOIA lIMITfO NEW OELH» 
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If youare young,'mairi^ 
andhave \^^little mon^, 
read this. Now. 



If you are young and have little money, 
[chances are your savings are very little too. 
( ^ There are so many things you need and 
want. Yet the need to protect your wife and 
the children you're planning is greatest. 
, Because they will be dependent on you, for 
many many years. Every other kind of saving 
takes time to build up. And investments 
need capital. Only Life Insurance can give 
maximum security for a small outlay each 
month. It is the only saving that also 


covers risk to life. Life Insurance savings 
provide a cushion against loss of income 
from untoward events or old age. 
Protection with the first paid premium 
Your Life Insurance policy protects you and 
your family with the payment of the very ' 
first premium, and as long as you continue 
to pay the premiums regularly. Another 
advantage: Premiums are lower when 
you are young. There are 34 plans to suit 
your individual requirements. 


Consult your LIC agent today 

There is no sidntltute for LIFE INSURANCE 

asp/lic/z-uo 
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THE OLD Indian National Congress, vast though it was, was still not ample 
enough to contain the ambitions of one woman. So Mrs Indira Gandhi is now 
busy building a Congress party of her very own. A requisitioned All-Indira 
Congress Committee, meeting in New Delhi over the weekend, duly requisitioned 
an interim President who, in his turn, very dutifully requisitioned a Working 
Committee which, presumably, would also function ad-interim pending the 
requisitioning of a convention of delegates in Bombay in the fourth week of next 
month. There was surely provocation enough in all (his requisitioning for 
Mr Nijalingappa (who, incidentally, remains Congress President, in spite of All- 
Indira Radio), to say that it is now for the lawyers to argue and the courts to decide 
which is the legal Congress party. It must be conceded, however, that a far more 
realistic statement came from the requisitioned “President", Mr C. Subramaniam, 
who pointed out that the question which faction represented the main body of the 
Congress party and which the splinter group would have to be settled by the arbi¬ 
trament of numbers. The collection of signatures and the counting of heads must 
therefore continue over the next few weeks until the verdict is obtained in Surat 
or Bombay. 

Meanwhile, the Congress, as the dominant all-India party, lies irretrievably 
murdered. The battle is now only for the flag, the election symbol and the fur¬ 
niture and typewriters of the AlCC office in New Delhi. What all the opposition 
parties in the country could not accomplish at the general election of 1967 by 
exploiting a people’s frustration and discontent and, above all, their tiredness of 
a ruling party which had been too long in office, Mrs Gandhi's bid for total power 
in the central government and the Congress organisation has achieved. In the 
circumstances of our country, political stability depended very considerably on 
the disciplined solidarity of the Congress party which, in turn, depended on the 
willingness and ability of the Prime Minister as the leader of the central government 
formed by that party functioning with a sense of responsibility to the collective 
wisdom of the organisational leadership. Once Mrs Indira Gandhi decided to 
ignore this imperative, the process of disintegration of the Congress party began 
promptly enough. 

So far as the people are concerned, they will hereafter be less interested in 
the political fortunes of the individual leaders of the two groups into which the 
Congress party has been split than in the consequences that might follow from the 
realignment of political forces for the democratic progress and orderly economic 
development of the nation. Viewed in these terms, the proceedings of the All- 
Indira Congress Committee were hardly reassuring. The resurrection of Mr 
T. T. Krishnamachari as the leading theoretician as well as the administrative 
architect of Mrs Gandhi’s bold new world was foredoomed to failure from the 
very start. Being an extremely intelligent individual, Mr T. T. Krishnamachari 
must already have discovered that his wisdom and good intentions are largely 
irrelevant to the mood of adventurist opportunism now holding sway over the 
councils of the Prime Minister. 

Under more norma! circumstances, Mr Krishnamachari's talents and experi¬ 
ence could have been welcomed as a possible disciplining influence on Mrs Gandhi's 
court. But the sad fact is that the prevailing circumstances arc not normal but 
abnormal and extraordinary. We just do not believe that he could function 
with any sense of satisfaction in the company of men like Mr Fakhruddin All 
Ahmed or Mr Inder Gujral. Again, even before the echo of his speech out¬ 
lining his ideas on what Mrs Gandhi's revolution could hope or proceed to do 
has died down, the Chandra Shekhars and K. D. Malaviyas have started making 
irreverent noises. Men like Mr Krishnamachari would therefore be only deceiving 
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themselves if they believe that they 
could effectively participate in the 
shaping of the economic ideas and 
programmes of the Indira Gandhi 
group. It must also be added in 
sadness that the apparent decision of 
the official C.^ngress organisation to 
outbid the other group where the 
lO-point programme or the like is 
concerned has very considerably re¬ 
duced such chances as there might 
have been of the Indira Gandhi faction 
exercising any kind of self-discipline 
for the avoidance of demagogy. In 
the circumstances, the best that the 
nation may hope for is a general elec- 

Ahmed Must 

THE Prime Minister seems to have 
completed more or less the job of blitz¬ 
ing her council of ministers into ab¬ 
ject submission and subservience. The 
heat, apparently, is now to be turned 
on the officials, including those serving 
autonomous or semi-autonomous insti¬ 
tutions in the central government sector. 
Last week, replying to Mr Chandra She¬ 
khar in the Rajya Sabha, the Minister 
for Industrial Development, made the 
amazing statement that he was upset by 
criticism of the Dutt Committee’s re¬ 
port by the chairman of the Life In¬ 
surance Corporation and that the go¬ 
vernment was considering what action 
could be taken against Mr Bhidc. 

Among the less agreeable features of 
our public life today is the licence which 
men like Mr Chandra Shekhar seem to 
have received from the Minister for 
Industrial Development and certain 
other members of the central govern¬ 
ment to sit in judgment over the conduct 
of eminent persons holding responsible 
positions in public life or the public 
services. By what virtue of intellect or 
character Mr Chandra Shekhar and his 
like claim to be qualified to act in this 
manner as a high tribune of the people 
is a question which we may only ask 
without expecting an answer. An 
explanation however must certainly 
be forthcoming from Mr Fakhruddin 
Ali Ahmed for the way he responded to 
Mr Chandra Shekhar’s suggestion that 
the chairman of the Life Insurance 
Corporation had acted in a manner to 
which the government could legiti¬ 
mately take objection. 

Mr Bhidc, it is true, had been forth- 
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tion sooner rather than later. In that 
event, the people may at least have the 
advantage of knowing what mandate 
which party receives. It is therefore 
some comfort to know that even that 
fervent friend and ally of the Prime 
Minister, Mr T. T. Kri.shnamachari, 
docs not expect the present govern¬ 
ment at the centre to continue beyond 
next year. After having heard or 
seen so many strange and sinister things 
said or done in their alleged interest, 
the citizens of this country deserve 
at least to be given an early opportunity 
of demonstrating at the polls what they 
really think of it all. 

Think Again 

right and frank in expressing his criti¬ 
cal views on certain recommendations 
as well as findings of the Dutt Commit¬ 
tee. In doing so, he was not only act¬ 
ing within his rights, but was also dis¬ 
charging the responsibilities of the 
office held by him. Those part of the 
report on which he commented were 
passages which concerned the function¬ 
ing and the role of the Life Insurance 
Corporation. In discussing them he 
was clearly not going out of his way. 
If there was any impropriety at all 
here, it was entirely on the part of the 
Dutt Committee since, as Mr Bhidc 
pointed out, that Committee did not 
consider it necessary to give an oppor¬ 
tunity to the chairman of the Life 
Insurance Corporation to present his 
views to it before it proceeded to make 
recommendations vitally bearing on the 
soundness of the Corporation’s opera¬ 
tions in the future, besides commenting 
on its past performance in financing 
the private and public sectors. 

Another important point that must 
be taken note of here is that Mr Bhide 
was commenting on the report only 
on an occasion or occasions which were 
entirely appropriate and relevant. Thus 
he spoke on it publicly for the first 
time at the meeting of the Central 
Advisory Council of Industries held in 
New Delhi on September 20. He did 
so in the context of a discussion 
which was then taking place on the 
report and it seems to be the case that 
before he spoke he did consult the 
Minister for Industrial Development 
who was presiding over the meeti^. Mr 
Fakhruddin Ali Ahmed evidently had 
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no objection then to Mr Bhide parlioi- 
f pating in the discussion. 

The second time the chairman of the 
Life Insurance Corporation stated his 
views on this report was at the time he 
met journalists to acquaint them with 
the activities of the LIC in the light of 
its latest annual statement. It was but 
natural that, on an occasion of this 
kind, the journalists present should 
have shown an interest in his reactions 
to the Dutt Committee’s observations 
or proposals affecting the LIC and 
it was also equally natural that Mr 
Bhide should have explained his point 
of view to them. Why all this should 
have hurt the sensibilities of the Minis¬ 
ter for Industrial Development must 
remain a mystery, although it may not 
be difficult to gauge the motives of Mr 
Chandra Shekhar in attempting to 
make an issue of the critical attitude 
adopted by the chairman of the Life 
Insurance Corporation towards cer¬ 
tain parts of the Dutt Committee’s 
report. 

The Minister for Industrial Develop¬ 
ment has talked of the possibility of ac¬ 
tion being taken against the chairman 
of the Life Insurance Corporation for 
having dared to criticize the Dutt 
Committee’s report. May I ask Mi 
Ahmed what exactly is the status or the 
sanctity of this document? It is after 
all a report which is recommendatory 
in nature submitted by an ad hoc 
committee of non-officials. The govern¬ 
ment is yet to accept the recommenda¬ 
tions of this committee. Its report 
cannot therefore be regarded as a docu¬ 
ment of the government laying down 
an accepted policy of the government. 

It is therefore wholly open to 
discussion and debate, particularly 
by persons or institutions to whom the 
observations or proposals in the report 
are a matter of obvious concern. How 
then is it improper for the chairman 
of the Life Insurance Corporation to 
express his views on propositions which 
have been merely put forward before 
the government by a group of non¬ 
officials and on 'VUch the government 
is yet to make up its mind? 

When the government released the 
report of the Dutt Committee, it was 
clearly laying it open to informed dis¬ 
cussion. As a matter of fact, the 
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Insurance Corporation who has ques¬ 
tioned the desirability as well as the 
practicability of the Dutt Committee's 
recommendations that government or 
semi-government hnanciat institutions 
should acquire the right to convert at 
their option the loans granted by them 
into equity capital of the assisted in¬ 
dustrial undertakings. The chairman of 
the Industrial Finance Corporation has 
also had the boldness and rectitude to 
speak out his mind frankly and publicly 
on this issue. Enlightened public opinion 
will certainly resent any attempt on the 
part of any minister or the government 
to penalise these highly valuable de¬ 


monstrations of independent thinking 
on the part of officials of autonomous 
or semi-autonomous government insti¬ 
tutions. In the sick atmosphere now 
prevailing in New Delhi, even senior 
civil servants are finding it possible to 
survive only as diplomats or courtiers. 
In such an environment, public officials, 
such as Mr Bhidc and Mr Nangia, are 
men who are worth their weight in 
gold. They are, again, more precious 
certainly than the tribe, in its entirety, 
of demagogues who are now finding 
that politics has suddenly become such 
a profitable occupation in our 
country. 


Strategy for Development 


Minister for Industrial Development 
himself brought this report before the 
Standing Conunittec of the Central 
Advisory Council of Industries held 
in New Delhi on August 21 as well as 
before the meeting of the Central Ad¬ 
visory Council of Industries held subse¬ 
quently in September in order to enable 
the various interests to express their 
points of view. Having done so, it 
does not lie in the mouth of the Minister 
for Industrial Development to threaten 
the chairman of the Life Insurance Cor¬ 
poration with penal government action 
merely for having the courage to say 
what he really thought of some of the 
findings or recommendations of the 
report. The Minister’s attitude is all 
the more strange because what he should 
properly have done was to recognise 
the justice of the criticism made against 
the Committee that it had not cared to 
invite the views of heads of government 
or scmi-govcrnmcnt financial institu¬ 
tions before choosing to pass judgment 
on the working of those institutions or 
make proposals for their future func¬ 
tioning. 

It is worth recalling that a man of the 
standing of Mr G.L. M^hta, speaking 
at the Standing Committee of the 
Central Advisory Council, found it 
necessary to express the grievance 
that, although he was Chairman of the 
Reviewing Sub-committee on Industrial 
Licensing, besides being the Chairman 
of the Industrial Credit and Investment 
Corporation of India, the Dutt Commi¬ 
ttee had not cared to give him an oppor¬ 
tunity to state his views on issues which 
were the subject of inquiry by that 
Committee. How the Minister for 
Industrial Development can condone 
such a grievous lapse on the part of the 
Dutt Committee which had ignored the 
heads of all the government or semi- 
government financial institutions passes 
our comprehension. Tlie least that 
Mr Ahmed ought to do to make amends 
is to place the report before the Re¬ 
viewing Sub-committee on Industrial 
Licensing for its comments and also 
invite the heads of government or semi¬ 
government financial institutions to 
provide an appraisal of the validity of 
the Committee's observations as well as 
the wisdom of its recommendations in 
so far as they relate to the working of 
those institutions. 

It is not only the chairman of the Life 


IN recent economic discussions in 
this country as well as abroad, a new 
expression, 'aid weariness’ has been 
frequently used by some commentators. 
It signifies that the developed countries 
which have pumped billions of dollars 
into the developing countries during 
the last two decades arc now reluctant 
to increase their aid commitments 
because of the meagre improvement in 
the levels of living of the people of 
these countries. At the receiving end, 
the developing countries feel that aid 
has in a way made them highly depen¬ 
dent on the developed countries and 
sometimes made them compromise on 
political issues. The consensus at 
the eleventh world conference of the 
Society for International Development, 
held from November 14 to 17 in the 
capital was that while there was not 
much of a feeling of 'aid weariness’ 
among the donors or the recipient 
countries, it was still necessary to bring 
about a 'balance’ in aid relations in 
order to avoid tensions. 

There was general agreement on the 
view taken by the Pearson Commission 
in its report entitled “Partners in Deve¬ 
lopment” that aid had a moral signi¬ 
ficance since the affluent parts of the 
world could not shut their eyes to 
the pathetic living conditions which 
prevailed in the developing countries. 
Although the attitudes of the coun¬ 
tries providing aid were not uniform, 
it was emphasised by various speakers, 
including Mr Edward M. Martin, 
chairman of the Development Assis¬ 
tance Committee, OCED. that aid pro¬ 


vided by the developed countries to 
developing countries should be ear¬ 
marked specifically for economic deve¬ 
lopment as certain other objectives 
such as political security and cultural 
exchanges did not have the same 
impact. 

A lesson which has lo be learnt from 
the part played by foreign aid in the last 
20 years is that it can at best be a cata¬ 
lytic agent for promoting economic 
growth in the developing countries. 
This has to be supplemented by the 
efibrts of the countries receiving it. 
This point has been emphasised by the 
Pearson Commission also in unmistak¬ 
able terms. Analysing the role of 
foreign assistance in the economic 
betterment of the developing countries, 
it has come to the conclusion that 
nearly 85 per cent of finance has been 
provided by the developing countries 
themselves in order to fulfil their pro¬ 
grammes of development. In other 
words, the bulk of the effort for econo¬ 
mic development has been through 
domestic savings which still play a 
pivotal role in development plans 
of these countries. 

Discussing the strategy of aid to the 
developing countries, it was indicated 
by many speakers that it was futile 
to expect aid in the developing 
countries to be as fruitful as Marshal 
Aid in Europe after World War 11. 
The European nations have their own 
industrial traditions since a high per¬ 
centage of their population is steQ)ed 
in technical skills acquired over many 
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decades. In (he case of developing 
countries, the attitudes to development 
ore dilTcrent and the primitive outlook 
of the people takes a long time in res¬ 
ponding to the stimulus of foreign aid. 
It does not follow that the developing 
countries will be able to raise them¬ 
selves through their own bootstraps. 
They will certainly need increased 
foreign assistance, but it will have to 
be provided in ways and means which 
maximise the benefits to them. They 
must be made to feel that the new 
strategy in foreign assistance is to make 
them real parterns in the economic 
development of their lands. 

let us not forget that the deve¬ 
loping countries during the colonial 
rule have sutfered at the hands of these 
advanced countries, particularly in 
matters of trade. Stringent tariffs have 
operated to their detriment in the 
past; unfortunately, the same altitude 
still persists in some of the developed 
countries. In this connection the re¬ 
commendations of the Peiirs^vn Com¬ 
mission that the “developed countries 
should draw plans in respect of protec¬ 
tive commodities designed to assure 
that over time an increasing share of 
domestic consumption is supplied by 
imports from developing countries" has 
great relevance. ITie Commission has 
also suggested that no new quantitative 
restrictions should be imposed on 
products of special interest to deve¬ 
loping countries and that the developed 
countries should eliminate as early as 
possible excise and import duties on 
any competing products of special 
interest to the developing countries. 

It is through positive assistance in trade 
relations that the developed countries 
can be of help to backward countries 
and thereby reduce the volume of aid 
needed by them. 

It is pertinent to refer to the recent 
decision of the Canadian government 
to scale down tariffs on imports of a 
large number of manufactured and 
semi-manufactured goods from deve¬ 
loping countries. The reduction in 
tariffs is nearly one-third of the most 
favoured nation rate or equal to the 
level of the British preferential rate, 
whichever is lower. It is reported that 
the Canadian government has also 
under consideration tariff cuts on im¬ 
ports of certain agricultural products. 


The commendable lead given by lines as the asststanoe provided by the 

Canada in this regard should now be IDA, an affiliate of the World Bank, 
followed by Switzerland and the Scandi- The conference touched upon a 
navian countries so as to create suitable number of other aspects of interest 

climate in international trade impelling to the developing countries such as 

other countries to adopt similar mea- manpower utilisation^ education and 

surcs. Sometime ago, Australia development, social communications and 

also had announced similar concessions, employment os a goal of development. 

Even though the total impact of the although the participants invariably 

concc$.sions provided by both Canada came round to the basic issue of bridg* 

and Australia on international trade ing the gap in living standards between 

might not be very large, it is cer- the affluent and the poor countries, 

tainly a move in the right direction. Of great significance was Dr Vikram 

Sarabhai's suggestion of increased 
In recent ycirs, many of the devc- use of televsion in educating the people 

loping countries have found it well- of the developing countries. He sug- 

nigh impossible to honour their com- gested ‘*that the Governent of India 

mitments in regard to repayment of should set an independent authority 
debts. It was, therefore, suggested which could develop programming 
by some speakers at this conference initiative competitively amongst indc- 
ihat in the light of the findings of the pendent groups of innovative and ima- 
Pearson Commission, aid giving conn- ginative producers and artists instead 
tries should consider debt relief a Icgi- of through a monopolistic system.*' 
timate form of aid and should also He also said that “biireaucratisation" 
permit the use of new loans to refinance of the TV system should be prevenlfcd 
debt payments. The developing coun- if this mass communication system was 
tries in the coming years will need soft to play a powerful role in promoting 
loans for longer perods on the same development. 

Tall Tariffs of Tokyo 

THE proposal announced by the Go- share in them fell from 2.4 per cent to 
vernment of Japan to allow tariff con- 2,2 per cent. In 1959 India’s share 
cessions to imports from the developing was higher at 2.6 per cent when Japan's 
countries is of considerable interest to total imports amounted to S 3560 
India. High tariffs have been an obstacle million, 
to the promotion of Indian exports to 

Japan. For instance, the rates arc 60 Progress in diversifying her 

per cent on bananas, 30 per cent on tea, exports to Japan has not been signi- 
27 per cent on sheUac, 14 per cent on Our chief exjwrts to Japan have 

cashews, 12 per cent on semi-tanned beeo iron ore, pig iron, Bengal 
skins and 8 per cent on sandalwoods Oeshi cotton, iron and steel scrap, 
in chips. It is not known to what ex- manganese ore, crude salt, oilcakes, 
tent Tokyo is going to cut these tariffs. tobacco leaves, semi-tanned leather. 
Meanwhile, India must continue to spioes aod tea. Only about 22 items 
intensify her efforts to obtain a higher constitute the bulk of Japanese imports 

share in Japan’s imports. f'®"' following 

table. 

An analysis of India's trade with 

Japan on the basis of the statistics re- I" "““V competition 

leased by the Japanese government for Indian goods m the Japanese market 
reveals some interesting and disturbing become k^ner recently. For m- 

trends. Though Japan’s imports from stance, Australia has replaced India u 

India went up from S 258 million in 

1967 to i 293 million in 1968, India’s tmflorts from Australia 

share in the toto! imports was 2.2 per were valued at» 163.8 milion compared 

cent which was the same as in 1967. million from India. 

In pig iron there is now greater competi- 

Japan's imports from all countries tion from South Africa, in manganese 
increased from s 6736 million in 1963 ore also from South Africa and Austra- 
to I 12987 million in 1968 but India’s lia, in salt from Mexico, in tobacco 
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of capijtat and consumer goods. About also adopts other measures to promote 
75 countries are expected to participate exports, it should not be difflcttlt ft>r 
in the event. If India takes part in this , her to obtain a larger share in Japail*s 
exposition in an imaginative way and imports. 

IMPORTS FROM INDU INTO JAPAN 

(Value in thousand US dollars) 


1967 1968 


The problem of diversification of 
Indian exports to Japan does not seem 

Item 

Unit 

Qty. 

Value 

Qty 

Value 

India and Japan have exchanged high- 






17,093 

powered delegations and many joint 
meetings have been held of the business 

Cotton raw, ginned 

Tonnes 

• 36,723 

17,309 

32,497 

co-operation committees of the two 

Cotton mill Waste 

Tonnes 

667 

183 

738 

249 

countries. But the follow-up action 
docs not appear to have gathered 

Salt crude 

Tonnes 

355,249 

3,425 

515,448 

4,856 

effcclivc momentum. Meanwhile, In¬ 
dia's competitors have been making 

Iron ore Th. 

. Tonnes 

10,829 

131,715 

12,772 

149,627 

rapid and remarkable headway in the 
Japanese market. 

Iron and steel scrap 

Tonnes 

498,983 

19,826 

368,272 

13.085 

Tor example, Britain's exports to 

Coal 

Tonnes 

4,551 

86 

4,761 

too 

Japan have been booming in a big way. 
British shipments to Japan have soared 

Mica 

Tonnes 

5.674 

3,832 

3,215 

3,223 

from £27 million in 19W to £95 million 

Manganese ore 

Value 


9,488 


11,908 

in the first seven raofliths of 1969. 

Leather, semi-tanned 

Kgs. 

770.327 

3,709 

798,718 

3,635 

Significantly, British consumer goods 
have been assuming iucreasing impor- 

Sheep casings 

Tonnes 

172 

2,319 

146 

1,642 

tance in the export to Japan. In the 
first six months of 1969, Britain shipped 

Spices, other than pepper 

Kgs 

717,714 

443 

645,388 

472 

to Japan record players valued at 
£690,000 compared to £533,000 in the 

Animal sinews 

Kgs 

159,298 

13 

133,285 

11 

whole of 1968. Other new goods ex¬ 
ported by Britain to Japan include 

Shellac 

Kgs 

244,740 

119 

280,627 

112 

paintings, sculptures, antiques, food¬ 
stuffs and beverages. It is also interest¬ 

Myrobalan extract 

Kgs 

28,750 

7 

21,000 

5 

ing to note that in the first six months 
of 1969 Britain exported to Japan 

Sandalwood oil 

Kgs 

7,365 

242 

7,650 

255 

books valued at £1.5 million against 
£721,000 in the whole of 1968. Britain's 

Cashewnut shell oil 

Kgs 

2,167,599 

623 

3,034,612 

686 

success has been due to dynamic and 
persistent efforts. For instance, accord¬ 

Lemon grass oil 

Kgs 

39,060 

116 

12,960 

53 

ing to Mr Michael Montague, Chair¬ 
man of British National Export Council 

Turmeric 

Kgs. 

187,286 

50 

355,342 

145 

for Asia, in the last eleven months alone, 

31 British missions have visited Japan 

Pig iron 

Tonnes 

606,233 

27,477 

580,644 

34,743 

to survey the market and sell the goc^s. 

In addition, nine joint-ventures bet¬ 

Black tea 

Kgs 

253,491 

343 

810 

ween trade bodies and the Board of 

Cashew nut 

Kgs 

411,646 

508 

389,482 

525 

Trade have been organised for selling 
goods on the spot. 

Tobacco leaves 

Kgs 

2,672,216 

3,259 

3,303,548 

4,022 

India should effectively utilise Expo 

Other items 

Value 

33,712 


•• 

45,763 

70 to project her image as an industrial 
nation which can supply a vast variety 

Total 

Value 


258,804 


293,020 


from the USA and Greece, and in oil 
cakes from the USA and China. Des¬ 
pite this increasing competition, it 
should be still possible for India to 
obtain a larger share in Japan's imports. 
There is no reason, for instance, why 
India cannot sell more tea to Japan, 
fn 1968 Japan's total tea imports 
amounted to 3 7.2 million of which 
Ceylon supplied I 4.1 million. India's 
share was only s 810,000. 





EASTERN ECONOMIST 


1008 


3^^ 196»^ 



Here today 



There tomoiTaw 


Why wait ? When Qantas jet*enterprise handling can reach your cargo to London, Rome, Frankfurt, 
Singapore, Hong Kong-fast. There are seven direct flights each week. Palletised Jet freighter capacity 
too. When you’re looking for the quick way to send cargo to the major markets of the world you’ll ^ 

find Qantas ready to take it 



The Qantas General Sales Agent BOAC 1>A, Connaught Place, New Delhi. Telephone : 48301 
The Qantas General Sales Agent BOAC 41, Chowringheo Road, Calcutta*10. Telephone ; 448801 ^ 


QANTAS with AIR INDIA and BOAC 


9A303/FP/I19I 




IfovmtMT 28, 1989 6ASTBRN BCX»I0MIS7 


NEW IDEAS ON FEDERALISM 

DR A. APPADORAI 


A visit to Canada last month enabled 
me to understand, first hand, some of the 
problems created by a growing demand in 
Quebec for separation from the federation. 
Quebec is one of the ten provinces of 
Canada; the large majority of its people 
are French. All the other provinces are 
English-speaking. 

That there is a separatist demand and that 
it is slowly growing are facts, which cannot 
be disputed, though I am of the view that 
an acceptable compromise will be worked 
out and Canada's unity as a nation will 
be maintained. 

What is the background of the problem? 
How will federalism be maintained? What 
are the lessons for India? 

The Background 

A bill—known widely as Bill 63—was 
introduced by the provincial government 
in the Quebec National Assembly on 
October 23. It would give parents the 
freedom to choose the language of instruc¬ 
tion for the children. It also says that 
English-speaking school children must 
acquire a working knowledge of French. 

The bill prima facie is ideal : it defends 
the fundamental right of parents to decide 
in which language their children should 
be educated ; it also asks the linguistic 
minority—^thc English-speaking people in 
predominantly French-speaking province— 
to acquire the essential tool for identifying 
themselves with the interests of the province 
and participating in its many-sided 
activities. 

But then why the trouble? A militant 
movement pressing for French-only ins¬ 
truction has been formed; it called for a 
massive strike against the govenment’s 
language bill proposing, among other 
things, a boycott of classes in which English 
is taught. A resolution passed at a confer¬ 
ence of radical dissidents at Winnipeg says 
that the Quebec people have been, and 
continue to be, exploited by An^lo-Cana- 
dian and American capitalists with the 
acquiesetnee^ of the Frmoh Canadian 
clerical professional elite; ftirthermore. 


bilingualism as is now practised is leading 
to the progressive weakening of the French 
language and culture in Quebec. There¬ 
fore, it urged that the English-Canadian 
socialists must forge a common anti¬ 
imperialist alliance with Quebec socialists. 

On the other hand, the bill has received 
support from several quarters. The Asso¬ 
ciation of Catholic School Principals of 
Montreal called the bill a “sane and ra¬ 
tional approach”, to Quebec's educational 
problems. In a statement sent to the 
Premier of the province, the Association 
commended the government for upholding 
the fundamental right of parents to choose 
the language of instruction for their child¬ 
ren; then added, constructively, that in 
order to make the bill meaningful and 
enable its aim of achieving a working 
knowledge of French among English- 
speaking people there was need for “an 
immediate revision of government norms 
to provide French teachers for English 
schools” as well as new text books and 
revised teacher-training programmes. The 
Association for Reform in Education also 
supported the bill; constructively they 
asked for a restructuring of Quebec's 
school boards along language rather than 
religious lines. 

The Language Controversy 

Since the language question is an impor¬ 
tant one for India, some details of the 
language controversy will be relevant here. 
Such opposition as exists from the English- 
speaking minority is based on two fears; 
first that the discretion vested in the Minis¬ 
try of Education is so great that the minority 
may be at a disadvantage. The bill says 
that courses of instruction must be taught 
in French, but if upon enrolment of a child, 
the parent requests that courses be given 
in English, the school board shall provide 
them in English. If the school board 
finds it impossible to provide English 
courses, it shall refer the matter to the 
minister. If the minister decides that the 
courses are necessary, he will authorise 
the extra cost of transporting the child to 
an English school. This would seem to 
leave a very great deal to the discretion of 
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the minister. Will he exercise his dis¬ 
cretion fairly? 

Second, the legislation requires that the 
minister ensure that the French language 
curriculum be such that the children acquire 
a working knowledge of French and that the 
examination be such as to establish that 
this is so. It will be necessary to pass these 
examinations in order to graduate. It is 
feared that examinations will be made 
difficult before it is possible to make French 
instruction adequate and that children may 
be victimised by being denied graduation. 

Problem Analytod 

The Montreal Gazette in a leading Article 
in its issue of October 27th analyses the 
problem fairly and says that the bill is a 
challenge to English Quebecers. Posing 
the question, what are the responsibilities 
of the English-speaking Quebecers, this 
leading daily answers the question thus: 

The first is recognition that the English 
language and culture in Quebec arc 
reinforced by their wider context. The 
province’s geographical position and 
the ever-present fact that it is situated 
in North America where the language of 
an overwhelming majority of the people 
is English, is ready support for English 
in the province. 

The second is recognition that because 
of a series of new circumstances, of 
fairly recent origin, there is a threat 
to the French language and culture. 
The major recent development is the 
alarming drop in the birth rate in Quebec. 
Another is the revolution in communica¬ 
tion in the last two decades, parti¬ 
cularly the powerful and penetrating 
effect of television. 

The third point, which flows from the 
the first two, is that communication 
within the province more and more 
must be in the French language. To 
achieve this will require a change in 
approach to the teaching of French— 
a change which happily has already 
started—and more open acceptance of 
the French fact. 

It is a truism, even if it is often forgot¬ 
ten, that a language is more than a 
means of communication. It is also a 
way of thinking, and a way of life. 

But to accept the French fact means 
more than making an effort at under- 
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Standing. It also means participation. 

The opportunities in Quebec for govern¬ 
ment service of two different levels, for 
teaching at eyery level; in business, 
in industry, in social work, in health 
services and myriad other professions 
and trades are legend. Quebec in the 
last decade and more has surged ahead 
in many fields where only 20 years ago it 
was far behind the rest of Nortli Ameri¬ 
ca. And in all these areas Quebecers 
of every cultural biickground are needed. 

The responsibilities of English-speaking 
Quebecers should be accepted willingly, 
because as Quebecers they have shared 
and will continue to sluire the rewards 
in sustaining a unique society in Quebec. 

How will Foderallsm b# Maintalnod ? 

The language issue is important; its 
importance in the context of federalism is 
that Quebec may demand that the federal 
government should foot the bill for the 
additional cost for implementing its 
French-language policy. Quebec has a 
special status, it is argued, and it is but 
proper that the special status be recog¬ 
nized by Ottawa and its financial cost be 
met by it. “Quebec has spent millions of 
dollars in the past five years alone” it is 
argued, “to operate many areas of its 
administration in both languages—an 
expense, very few of the other provinces 
have had to face. The increased French 
programme could push the education 
department budget beyond its breaking 
point and affect other government spending 
unless Ottav^'a comes to the rescue.” 

Another implication of special status, 
highlighted by de Gaulle when he was in 
power, is the claim of Quebec to have 
cultural exchanges with other French- 
speaking communities of the world directly 
instead of through Ottawa; the spectacle 
of high dignitaries of foreign governments 
dealing directly with Montreal, instead of 
through Ottawa, is naturally annoying to 
the federal govemraent and protests are 
occassionally heard. 

It is in this context that the new concept 
• of “dialectic federalism” is being put for¬ 
ward by responsible leaders of thought in 
Canada. Thus Claude Wagner, an emerging 
leader competing for the Liberal party's 
leadership, asks for a new era in federal- 
provincial relationships : The guardian type 
of federalism is out of date, the type accord¬ 
ing to which the central government “wise 


and powerful patriarch” decides upon the 
vocation and heritage of its creatures, the 
provinces. The si^ccial status doctrine for 
any one of the units (like Quebec), he 
argues, is equally to be rejected. 

This doctrine, holding that Quebec is 
a province “not like the others,” is an open 
invitation for the other provinces to follow 
suit and assign preferred rights to their 
respective priorities when negotiating with 
the federal government. 

“This can have but one result—and that 
is to paralyze any type of planning at the 
national level and to neutralize even legi¬ 
timate demands from Quebec.” 

Quebec's ‘‘special character,” said Mr 
Wagner, is an inescapable fact. “But I 
cannot be too forceful in stating that the 
special status theory is not a federalist one... 
the theory of special status is nothing but 
crypto-separatism, a separatism that docs 
not dare say so by name.” 

Mr. Wagner’s own solution is the accep¬ 
tance of “dialectic federalism”, which 
is a sort of “interplay of demands and 
refusals” from which emerge “solutions of 
synthesis” which create progress and benefit 
both parties. Extravagant demands on 
the part of Quebec—and other provinces— 
and for Ottawa to grant them could only 
lead to the destruction of federalism itself. 
The craze to play a role on the inter¬ 
national scene bypassing Ottawa is an 
attempt toexhibil“thc trinkets of sovereign- 
fy”, which is not wise. If it is remembered 
that interdependence is the essence of 
federalism, it would follow, Wagner argues, 
that any absolute positions, any form of 
intimidation, w'hether it wears the cloak of 
federalism or separatism should be . 
rejected: “We should proceed gradually 


It is often glibly alleged that the wide 
prevalence of vegetarianism in this country 
militates against the most economic exploi¬ 
tation of our livestock resources and the 
development of consumption of valuable 
protective foods of animal origin. Col. 
Norman- Walker, for instance, thought it 
necessary to drag in religion and caste 
during a discussion of the nutrition problem 
in India, which was broadcast by the B.B.C. 


from an evolved federation to an authentic 
confederation in which a central govern¬ 
ment develops comprehensive policies in 
close co-operation with the member* 
governments with great respect for their 
autonomy.” 

Indications are that the attitude expressed 
in Wagner’s analysis will be accepted and 
that the movement for separatism will 
fade away. It is realized for instance, 
that if the province wants to promote 
industrial development, it must allow 
industry to communicate with outside 
markets in English, for any attempts to 
negotiate in French on major world markets 
is “an exercise In futility”. Quebec business¬ 
men do not believe that Quebec will se¬ 
parate; according to them, the separatist 
trend affect only the intellectual who has 
never had to face a profit and loss statement 
or provided jobs for others. Some people 
say that if a Frcnch-Canadian is not a 
separatist at 18, he has no heart; if he is 
a separatist at 28 he has no brains. ' 

Lessons for India 

There are many dissimilarities between 
India and Canada, and, therefore, one 
should be careful in taking lessons from 
Canada’s experience. But on one point, 
wc can learn something of value. A 
federation is a balance to hold together 
centrifugal and centripetal trends, and great 
care must be taken to hold the balance 
even. Especially after the 1967 elections, 
when, in several states, parties different 
from the parly in power at the centre hold 
power, the cry is often heard for greater 
autonomy, and of resistance to encroach¬ 
ments on the part of the centre in such 
matters as maintenance of law and order in 
the states. In such a situation, the doctrine 
of interdependence and the need for arriving 


early last month. Said he, “of course we 
are up against religious sanctions and 
ancient customs. Some people won’t cat 
fish or eggs and the vast majority of the 
population eat no meat,” There is more 
than an element of exaggeration in ten¬ 
dentious statements of this sort and it is 
necessary to examine to what extent 
exactly religion may be said to stand in the 
way of livestock developrnent. 
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at **sokitions of synthesis'* are useful 
reminders of the true character of 
federation; a oentral government in a 
federation has to develop its policies 
in close cooperation with the niember- 
govemments and with great respect foftheir 
autonomy; at the same time the member- 
governments have to give unstinted co- 


eastern 



operation to it, remembering that the 
welfare of the people is tlie common task 
in which both arc engaged. Adequate 
machinery has been evolved ii\ India in 
the Chief Ministers* Confci^nc^^^i^ in 
the National Developm-nt Coun^|;;„,jihc 
will to cooperate must l>c devcloj^ in 
ample measure. 


A New Deal for Tea 

A CORRESPONDENT 


AT a time when our export trade has 
been expanding and the value has increased 
more than proportionately in some direc¬ 
tions on account of the devaluation of the 
rupee, it is discomforting to note that in 
1968-69 tea exports fetched only Rs 154.94 
crorcs. Apart from the fact that this 
represented a decline of nearly R$ 25 crores 
as compared with the previous year, in 
relation to 1962-63 too there is a drop on 
an adjusted basis. In that year lea exports 
fetched foreign exchange earnings of 
Rs 128.22 crores indicating that the value 
constituted an all-time record on the de¬ 
valued basis. The absence of any net 
improvement in foreign exchange eainings 
over a period is due to the fact that sterling 
prices have tended to decline and with a 
glut of tea in the world markets, consumers 
have been able to dictate their terms. As 
there has been a general increase in prices 
for all commodities all over the world and 
Indian and Ceylon tea producers have been 
badly hit by the depressed export trade 
when costs were rising, it was consi¬ 
dered advisable to evolve some kind 
of agreement which would prevent 
an undue decline in prices and unhealthy 
competition. As a result of devaluation 
of the rupee, prices have bech en¬ 
couraging to some extent, but with the levy 
of export duties and heavier state taxes 
the advantage has been neutralised to a 
great extent and tea-making is not consi¬ 
dered quite a profitable proposition. 

ft has, therefore, become necessary to 
improve not only the profitability of work¬ 
ing of the tea plantations but also the maxi¬ 
misation of foreign exchange earnings 
through exports. The latter is more impor¬ 
tant from the national angle as reasonable 
prices for the beverage will be helpful in 
augmenting foreign exchange resources. 
At the same time with suitable aetjustments 
in export, duties and other taxes the tea 


producers also can be helped to carry out 
their programme of replantation and for 
adopting new techniques to blend and 
package teas. The representatives of the 
Oovemmeius of India and Ceylon and tea 
producers have been in the past two years 
holding discussions about how tc^i c\{X)rt.s 
can be regulated and undesirable competi¬ 
tion avoided through an agreement not 
only among themselves but also between 
other producers. With conflicting approa¬ 
ches to the problems relating to the pro¬ 
duction of tea and the regulation of exports 
no easy solution was available. However, 
it was agreed at a conference of the main 
producing countries in Mauritius a few 
months back that there should be u cut in 
world exports by 90 million lbs. while 
India and Ceylon should be allotted a quota 
of 929 million lbs. A controversy 
has been going on for st)mc time about how 
(his quota should be shared between India 
and Ceylon and how the joint arrangements 
should be concluded for conducting surveys 
and marketing. 

NMd for Plaxibility 

At a meeting held recently in C^dombo, 
the (wo delcga(ions from India and Ceylon 
have sorted ou( (he various problems and 
it may eventually be agreed (hat joint quo(a 
will be shared equally though Ceylon has 
been asking for an allocation based on 
actual tea exports in the past few years. 
The latest thinking seems to be that there 
should be a flexibility in the new arrange¬ 
ments that would be proposed. It might 
well happen on account of unfavourable 
weather conditions or an increase in internal 
consumption, Ceylon or India may not be 
able to maintain the quantum of exports 
at the desired levels and it might be neces¬ 
sary for the other country to step up exports 
for completing the quota. What is really 
important is the elimination of undesirable 
competition and the securing of satisfactory 
prices which would make tea manufacture 
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worthwhile over a period. The East Afrkao 
countries which were were not very keen 
to regulate exports because of their lower 
costs and their anxiety to secure a large 
share of the world trade now realise the 
desirability of a genera] agreement and it is 
expected that all (he outstanding issues will 
be decided at a confcivncc in Rome by the 
end of this month. 

The Declilon 

Thus, after many years an international 
agreement may be reached on the regula¬ 
tion of exports and the efforts of the main 
consuming coimtrics to depress prices may 
be thwarted. But India and Ceylon will be 
tackling their common problems in another 
manner also through the establishment of 
a consortium and the promotion of new 
national companies. At first it was pro¬ 
posed that there should be one organisa¬ 
tion for undertaking joint marketing and 
surveys. But with differing views and 
objectives it was eventually decided that 
there should be two organisations with a 
joint council consisting of representatives 
from both the countries. These organisa- 
tion$» in which the government will be 
substantially interested and the producers 
also will be contributing to the paid-up 
capital, will he carrying on market surveys 
and sell tea in a blended or packeted basis. 

At the present moment (he bulk of the 
exports is in the form of leu straight from 
the gardens and blending and packaging 
arc being done mainly by packers in Britain 
and elsewhere. It is only latterly that 
blending and p;ickaging have become 
more popular within the country though 
exported teas are not being affected 
in large measure. If it was thought advis¬ 
able, traders also may be associated with 
(he :ic(ivities of (he organisa(ions. But 
while Ceylon may engage itself in 
production as well as marketing, the Indian 
company will be taking care of marketing, 
blending and packaging. The facilities 
for blending and packeting may be estab¬ 
lished by this new' organisation and it is 
hoped that as a result of the lead given by 
it (here will be a disposition on the part of 
others to export finished leas in larger 
volume and increase the unit value as is 
now being done in the case of hides and 
skins by shipping to a greater extent than 
before finished and semi-finished leathers 
and leather products. There is no fear of 
competition of the existing traders as the 
scope for increasing exports to non-tradi- 
lional markets will at first be explored. 
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There wHl ulso be surveys and coordination 
between the two countries so that eventually 
jointly blended teas may be exported if 
they were more popular. 

It is not, however, expected that spec¬ 
tacular results will be achieved in the earlier 
stages as there arc vested interests and the 
position will improve only when there was 
a fast growth in world consumption on 
account of the extension of tea-drinking in 
the middle east African countries and 
south-east Asia. There is also the likeli¬ 
hood of larger absorption of tea in USA 
and on the European continent while 
within India itself there may be a fast 
growth in consumption with an improve- 


THE country is ptissing through the green 
revolution. All revolutions emerge to 
tramrorm the old order and create a new 
t>nc. They demand enormous finances to 
achieve the same. The green revolution is 
no exception. Finance is the life blood 
of modem iadustry-~-smaI] and big. 
Agriculture is many mdustries rolled into 
one and hence its need for finance 
i.s all the greater. Agriculture occupies 
a prominent place in the economy of 
(he world even today in spite of great 
advances in industrialisation. Jn the 
d:vcloping countries it has a crucial role 
to play as the challenge of population ex¬ 
plosion and expanding industrialisation 
cannot be met in (he absence of augmenting 
agricultural production. Agricultural de¬ 
velopment has become the challenge of 
our times. That is why it is accorded a 
place of pride in the five-year plans of 
our country. The major objects of the 
plans namely 'growth with stability’ and 
'self-reliant’ and ’self-generating’economy 
cannot be achieved without effecting the 
green revolution. But it is a Herculean 
task. It demands, among other things, 
provision of growing volumes of institu¬ 
tional finance. An attempt is made here 
to examine the role and limitations of the 
co-operatives in financing the green revolu¬ 
tion. 

Ever since the advent of planning, agri¬ 
cultural transformation has been taking 
place in India. The credit requirements, 
therefore, have been growing. In 1951-52, 
the credit needs of the farmers ^^ere csti- 
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nient tn the standard of living. In the next 
five years greater benefit may be derived out 
of regulation of exports rather than through 
larger shipments of blended and packeted 
tea.- But what is really significant is the 
realisation of the importance of co-operu- 
tion between the main producing countries 
and the formulation of a scheme for regu¬ 
lating production and exports. If the 
decisions reached at Mauritius were ratified 
at Rome and there were also deliberate 
efforts to improve the quality of exports 
through blending and packaging, tea 
may not prove to be (hat drag which 
now it is in the international market 
with the main consuming countries deter¬ 
mining the trend of prices. 


mated by the All-India ‘ Rural Credit 
Survey to be of the order of Rs 750 crores. 
Ten years later, in 1961-62 according to the 
All-India Rural Debt and Investment Sur¬ 
vey the total borrowings of cultivators 
from all sources were estimated to be about 
Rs 1034 crores.^ In recent years the 
technological breakthrough in agricul¬ 
tural production sought to be achieved 
through the new strategy has been making 
very large demands for current finance for 
the key inputs like fertilisers, seeds and 
pesticides and investment capital for the 
use of agricultural machinery,* exploita¬ 
tion of ground water for irrigation etc. 
It is estimated that by 1970-71 the financial 
requirements of agriculture will be of the 
order of Rs 1,200-1,300 crorcs of short¬ 
term type, Rs 480 crores of mcdiuni-term 
type and Rs 555 crorcs of long-term tyjic.* 
According to current official estimates the 
demand for farm finance is expected to be 
in the region of Rs 1,500 crorcs for short¬ 
term and Rs 1,600 crores for medium and 
long-term purposes by the end of the fourth 
five-year Plan.® 

Sources of Agricultural Credit 

The main sources of agricultural credit 
have for long been money-lenders and 
traders. The evils of these sources of 
credit arc wcII-kno\Mi. ‘Taccavi’ loans 
started by the state towards the end 
of the last century. 'Roifieisen’ was found 
in India 65 years ago. In recent times, 
there is also the involvement of commercial 
banks. The nationalisation of the Imperial 
Bank in 1955 and the 14 m^or commercial 


ms 

banks in 1969 was etTected, atkii to 
divert their resource to agricultufd;f A«iy 
system of farm finance has to satltify^thc 
basic requirements, namely, (1) the equali¬ 
sation of the terms of credit between agri¬ 
culture and other industries; (2) convenience 
to the farmer; and (3) equity of the farmer 
in case of sale of property for the repay¬ 
ment of loans. 

Of all the agencies involved in fuini 
finance, co-operatives satisfy these require¬ 
ments better than the rest. “Jn the pre¬ 
vailing rural situation where agriculture 
happens to be a highly personal enterprise 
exposed to natural hazards and carried on 
by millions of cultivators dispersed over a 
large number of villages, the co-operative .r 
form of organisation for dispensation of 
production finan:e has a major role to play 
among the multifarious institutional credit 
agencies,’’* 

The first Co-operative Credit Societies 
Act was passed in India in 1904 which aimed 
at the establishment of co-operative credit 
societies to relieve indebtedness and pro¬ 
mote thrift in rural and urban areas. The 
progress of credit co-operation has been 
slow and halting in spite of the efforts of 
the states to expand it. The Royal Com¬ 
mission on Agriculture felt that, “if co¬ 
operation fails, there will fail the best hope 
of rural India”. The All-India Rural 
Credit Survey of the Reserve Bank of India 
found that “half u centur>' of co-operation 
in India has failed. But it must succeed”. 

It made far-reaching recommendations for 
making it a success. Since the imple¬ 
mentation of the.se reconimendutions the 
growth of co-operative activity has been 
remarkable. 

of Cooporativoi 

The role of the co-operatives in farm 
finance has been expanding in recent times. 
From about 3.1 per cent of the credit 
requirements of the farmers in 1951-52, 
their share has risen to more than 25 per 
cent in 1961-62.^ The shaix? of the co- 
peratives in (he total agricultural credit is 
estimated at present at being between 25 
and 30 per cent.® 

There has been a rapid and steady 
increase in the volume of short and 
medium-term credit provided by the co¬ 
operatives to agriculture. The same 
trend is seen in the case of the member¬ 
ship of the co-operatives and agricultural 
population covered. From the beginning 
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of the third Plan on account of the 
iinplemcnlalion of the policy of revila* 
lisiUion and reorganisation of primary 
credit societies through the process of 
amalgamation, extension of the area of 
operation and liquidation to form viable 
units the total number of primary societies 
came down from 2.12 lakhs in 1960-61 
to 1.75 lakhs in 1967-68. A reduction of 
about 37,000 weak and dormant ^iocielies 
has taken place since the beginning of the 
third Plan. Thi.s is no mean achievement 
in the context of resistance offered by the 
weaker societies to anialgamation. 

The long-term credit provided by the 
co-operative land mortgage (development) 
hanks to the farmers for undertaking per¬ 
manent and standing improvements of land 
has also been expanding in the planning 
era. From an almost insignificant role 
in 1950s the advances of these banks 
to the agriculturists rose to Rs 29 
crores in 1959-60. By the end of the 
third Plan the figure was around Rs 58 
crores. In the year 1967-68 Rs 83 crores 
were provided by these banks and it is a 
big challenge for these institutions to fulfil 
the higher targets set for them during the 
fourth Plan period."^ 

Sabttanllftl Growth 

Though the growth in co-operative cre¬ 
dit has been substantial, it has not l>een 
uniform in the various regions of the coun¬ 
try. Maharashtra, Gujarat, Tamil Nadu, 
Andhra Pradesh and Mysore are much 
ahead of the rest of the states. Assam, 
Bihar, West Bengal and Rajasthan and some 
of the union territories aie very backward, 
Kerala, Punjab, Madhya Pradesh and 
Uttar Pradesh are in the middle category. 
About three-fourths of the co-operative 
credit advanced in 1961-62 and 1962-63 
IN accounted for by six states, namely, 
Maharashtra, Uttar Pradesh, Tamil Nadu, 
Giyarat, Andhra Pradesh and Punjab.® 
The co-operative credit movement is 
generally weak in the eastern states of India 
and Rajasthan whereas it is strong in wes¬ 
tern and southern India. One of the 
main factors contributing to the succcs 
of the co-operaiivesin advanced states 
is the effective implementation of 
agreed co-operative credit policies. The 
introduction of the crop loan system is 
one such. In Maharashtra, Gujarat and 
Madhya Pradesh it has made considerable 
headway whereas in the other states its 
progrcs.s is quite insignificant. 

That the i>upervision of the useof .co¬ 
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operative credit is inadequate, improper 
and defective needs no repetUion. Among 
the other main weaknesses of the co¬ 
operative credit structure are a high level 
of overducs and the inadequacy of* owned 
resources. In 1963-64, taking the primary 
credit structure, ovordiies totalled Rs 
77.31 crores and formed 22.5 per cent of 
the loans outstanding®. Average share 
capital per society and per member stood 
at Rs 8,236 and Rs 51 during the year 1967- 
68 whereas the average deposit per society 
and per member worked out to Rs 2.783 
and Rs 17.15■ only.*® This represents a 
significant improvement from the past 
position. But from the point of evolving 
viable co-operative credit structure which 
should liecome a profitable banking agency 
and not merely a loan-disbursing agency 
as at present, there must be determined 
efforts to mobilise greater volumes of share 
capital and deposits. 

Outstanding Recommandation 

One of the outstanding recommendations 
of the Rural Credit Survey has been the 
effective linking of co-operalive credit with 
co-operative marketing. This seeks to 
improve the repayment which is a prob¬ 
lem for all the cix^dit-giving agencies. But 
the progress made in this direction is not 
encouraging in that recoveries effected 
through the marketing and proceessing 
scK'iciics constitute only five per cent of the 
total recoveries made on loans advanced 
by (he primary credit societies. "‘Better 
farming, better business and better living** 
cannot be attained in rural India unless the 
co-operative credit structure and non- 
credit structure arc effectively linked at 
all levels and their activities arc properly 
directed and co-ordinated. 

The small fanner, the artisan, the agri¬ 
cultural worker and the other weaker sec¬ 
tions of the rural economy arc supposed 
to be brought into the fold of the co¬ 
operative activity during the fourth Plan 
tieriod. Certain norms regarding the small 
farmer's identification have been already 
worked out by the Planning Commission 
and the government. Still there may be 
difficulties in the introduction and ad¬ 
ministration of co-operative policies effec¬ 
tively touching these weaker strata of rural 
society. But there is no alternative. The 
green revolution will never become a 
reality to the vast majority of the 
rural population unless they are involved 
in the co-operatives and share the bene¬ 
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fits. Jn the soctological context of rurfit 
India this poses a very big challonga to die 
leaders and administrators in the field of 
co-operation and it has to bo faced boldly 
and executed successfully. 

Economic growth in our country is 
interlinked with agricultural growth. Agric¬ 
ultural production cannot be increased 
and sustained unless there is an adequate 
flow of institutional finance. Among the 
multifarious institutional agencies involved 
in the frame-work of agricultural credit, 
co-operatives have come to occupy a pre¬ 
eminent position. In spite of organisational 
and administrative deficiencies and weak¬ 
nesses, the cooperative* credit structure 
has been playing an expanding role in the 
provision of farm finance since the advent 
of planning. 

With the revitalisation of the primary 
credit societies and strengthening of their 
resources, which trend is quite visible, 
they are likely to emerge as effective bank¬ 
ing agencies and not merely groups ofloOb- 
disbui'sing agencies. There is a great need to 
bring the weaker sections into their 
fold and diversify their activities among 
their members and link the credit co¬ 
operatives and marketing co-operatives 
effectively to make the green revolution a 
success and distribute its fruits among the 
multifarious weaker sections of the rural 
economy. 
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INTERNATIONAL and modem 


This is our Kual^ Cumpur branch at 2 , Jalan 
Ampang^ Kuala Lumpur. Complatad in 1965. it's 
one of the most attractivo modem bulldingt in 
Malaysia and fa^turaa drive*in banka and avary^ 
conceivable banking facility. In spite of being 
one of the most modem banks^ we also happen 


to be the oldest British Bank in the Far East 
( Est 1853). and the Chartered Bank Group 
operates in five continents with a network of 
offices in 31 territories. This puts us in a suong 
position to look after ell your banking require¬ 
ments throughout the Middle East end South 
East Asia. 
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FROM THE PRESS GALLERY 

Who Supports Whom? 

OUR' PARLIAMENTARY CORRESPONDENT 


NEW DELHI, Saturday : 

WITH the ruling Congress Party splitting 
into two on the eve of the winter ses^^ion of 
Parliament which opened on Monday, 
there have been miny a lively discussion 
and skirmish in the two Houses. The most 
significant effect of the split has been that 
there is now an olTicial opposition party 
in both the Lok Sabha and the Rajya 
Sabha, instead of just opposition groups. 
Tlic breakaway Congress members in the 
Lower House, under the leadership of 
Dr Ram Subhag Singh, the former Minister 
for Railways, have a sticngth of 60. seven 
more than what is rcQuired for recognition 
as an opposition parly. In the Upper 
ilousc, where they arc being led by the for¬ 
mer Deputy Leader of the ruling party, 
Mr S. N. Mishra, their strength is 3Cr. 
The two opposition leaders claim that seve¬ 
ral other Congress members have assured 
them of their support, but they have yet to 
write to the presiding officers of the two 
Houses to this effect. 

As a result of the crossing of lloor by 
the members supporting Dr Singh and Mr 
Mishra, the ruling party’s strength, under 
the leadership of the Prime Minister, Mrs 
Indira Gandhi, in both the Houses has 
been reduced to less than half their total 
meml-Kirship. In the Lok Sabha it is 210 
in a House of 523. This strength includes the 
five members who have crossed over to the 
treasury benches from the hitherto opposi¬ 
tion groups—the rest of the Congress mem¬ 
bers (the total strength of the ruling party 
in the Lok Sabha, before thc^split was 281, 
excluding the Speaker), have yet to align 
themselves with cither of the splitting 
groups. In the Rajya Sabha, nearly 101 
members arc now there on the treasury 
benches. The total present strength of this 
House is 240. 

Er«iloA of Strong eh 

The erosion of the ruling party’s strength 
as a result of the split could be expected to 
raise the issue of the right of the Prime 
Minister to continue in office. The question 
did crop up in the two Houses. Further, 
since Mrs Gandhi had been reknoved from 
the prhnary membership of the Congress, 


she was asked by the opposition to make a 
policy statement on the basis of which she 
proposed to govern the country. The objec¬ 
tions to the Prime Minister continuing in 
power were, however, ruled out by the 
Speaker, Mr G. S. Dhillon, on the ground 
that if the government was in minority, it 
could be defeated by the opposition. 

A trial of strength between the treasury 
benches and those questioning the right of 
Mrs Gandhi to continue as Prime Minister 
followed tow'ards the close of the v^ry first 
day of the Lok Sabha se.ssion when an ad¬ 
journment motion, moved by a Swatantra 
member, Mr Pi loo Mody, came up for dis¬ 
cussion on the decision of the govern¬ 
ment to participate in the Rabat confer¬ 
ence of Islamic nations. Thanks to the two 
communist groups, the DMK, the Akali 
Dal, the Muslim T.cague and a majority of 
independents voting with the government, 
the opposition was worsted in the division. 
The adjournment motion was defeated by 
307 to 146 votes. 

The Pattern of Voting 

An analysis of voting on the adjourn¬ 
ment motion confirmed the alignments that 
have taken place on the political front 
following the split in the Congress Party. 
The 146 votes for the adjournment move 
came from Dr Ram Subhag Singh’s group 
(57), the Swatantra group (31). the Jana 
Sungh (29), the SSP (12), the PSP (8); 
others, including BKD (9). The 307 voles 
against the motion comprised: Mrs Gan¬ 
dhi's group (205); CPJ (24); CPM (18); 
DMK (24);Swatantia (3);PSP (I); others, 
including Akali Qal. Miiylim League and 
BKD (32). 

Notwithstanding the above voting pat¬ 
tern, the government was hard put to 
defend its decision to participate in the 
Rabat conference. The defence put forth by 
the Minister for External Affairs, MrDinesh 
Singh, and the Minister for Industrial De¬ 
velopment, Company Affairs and Internal 
Trade, Mr Fakhruddin Ali Ahmed (who 
had led the delegation to Rabat), however, 
hardly convinced the opposition spokes¬ 
men, Acharya J. B. Kripalani (Indepen¬ 
dent), Mr Piloo Mody (Swt.), Mr Asoka 
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Mehta (Dr Ram Subhag Slngh*a group), 
Mr A. B, Vajpayee fJana Sangh), Mr 
Madhu Limaye (SSP) and Mr S. N, Dwi- 
vedy (PSP), who, in hardhitting speeches, 
had spoken at length and with much force 
on the humiliation that had come, to the 
country due to the barring of our delega* 
lion’s entry to the second and subsequent 
days’ deliberations of the Rabat meet. 
Mr Dinesh Singh justified our participation 
in the Islamic conference contending that we 
could not keep out of Internationa] con¬ 
ferences discussing political issues merely 
because of religiou.s labels attached to them. 
The government, he .added, would always 
be guided by the country's national interest 
in dctcrgiining participation in future con¬ 
ferences of the type in question. “It would 
be our duty as a government to uphold our 
national interests”, he asserted. Mr Ahmed 
gave a detailed account of what had hap¬ 
pened at Rabat. He denied that there was 
any diflerence of opinion between him and 
Mr Dinesh Singh on the issue. Both Mr 
Dinesh Singh and Mr Ahmed felt that the 
Ahmedabad communal riots had a good 
deal to do with the sad experience at 
Rabat. 

Resolved Amicably 

The question of giving a name to Dr 
Ram Subhag Singh’s group in the Lok 
Sabha and to Mr S. N. Mishra’s group in 
the Rajya Sabha posed quite a ticklish pro¬ 
blem. Both these groups claimed to be the 
official Congress Party, but this w'as object¬ 
ed to by the communist members and a few 
others. The issue was, however, resolved 
f amicably on Tuesday when the Prime 
Ministcr’.s supporters were recognised as 
the Congress Party in Parliament and the 
brcakaw'ay Congiess members as the Con¬ 
gress Party in Parliament—Opposition. 

The recent pronouncements of the West 
Bengal Chief Minister, Mr Ajoy Mukherjee, 
in regard to the law and order situation in 
that state, and those of the Chief Election 
Commissioner, Mr S. P. Sen Verma, in 
respect of the up-dating of electoral rolls to 
meet the contingency of a mid-term poll 
at short notice, if it arises, were the .subject 
matters of two important calling attention 
notices. 

Explaining the Centre's position in 
connection with the law' and order situa¬ 
tion in West Bengal, in the Rajya Sabha, 
the Home Minister, Mr Y. B. Chavan, rul¬ 
ed out central intervention in the state as 
long as the constitutional government en- 
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joying the support of the slate legislature 
was functioning. He, however, told anxi¬ 
ous members that he had asked from the 
state government a report on the subject in 
the light of which discussions would bo 
held with the Chief Minister. The central 
govcmmenl’s inaction despite the Chief 
Minister's own admission of the rapid 
deterioration in the law and order situation 
in Wc.st Bengal recently came in for scath¬ 
ing criticism by the entire opposition, 
barring, of course, the communist mem¬ 
bers. A good deal of concern was expressed 
over the raising of voluntary corps by poli¬ 
tical parties. Although Mr Chavan upheld 
the right of political parties to raise volun¬ 
tary corps, he observed that the union 
government viewed with grave concern 
the activities of any voluntary force which 
spread a sense of insecurity, dishannony or 
lawlessness. 

Government Position CUrlfled 

Clarifying the position regarding mid- 
tenn poll in the Lok Sabha, the Law 
Minister, Mr Govinda Mcnon, stated that 
the Election Commission was an indepen¬ 
dent authority and no instructions had 
been issued to it by the government, “either 
written or verbal”. These observations of 
the Law Minister, however, failed to con¬ 
vince many agitated members; they deman¬ 
ded a two-hour debate on the issue. The 
Speaker, held out an assurance that he 
would try to accommodate this demand if 
a written request was made. 

Several other important subjects were 
also raised in the two Houses through call¬ 
ing attention notices. These included: 
(i) non-implementation by several collieries 
of the Coal Wage Board Award; (it) the 
inclusion of Chandigarh in Puojab; (Hi) 
ceiling on emoluments of managing agents 
and managers in the corporate sector; (/V) 
the recent communal riots in Gujarat; 
and (r) wagon supplies to the Soviet 
Union. 

Replying to the calling attention notice 
on the non-implementation of the Coal 
Wage Board Award in the Rajya Sabha, 
the Minister of State for Labour, Employ¬ 
ment and Rehabilitation, Mr Bhagwat Jha 
Azad significantly observed that the govern¬ 
ment was not keen on setting up any more 
wage boards. Its policy in future would be 
to put employers and employees across the 
bargaining table to decide the matters 
between thcnasclves. The recommendations 
of the existing wage boards, Mr Jha added, 
were not statutorily enforceable; the imple¬ 


mentation, therefore, had to be secured 
through persuasion and administrative 
action. The Minister also announced that 
the government was going to introduce a 
gratuity scheme for coal mines, but ho did 
not clarify whether it was to be financed 
through a cess on consumers or by throw¬ 
ing a burden on mine-owners. Mr Jha dis¬ 
closed that 35 per cent of the total collie¬ 
ries had implemented tho Wage Board's 
decision fully, another 58 per cent had 
implemented it partially. There were only 
seven per cent collieries which had not im¬ 
plemented the award. 

Chandigarh Issua 

On the issue of Chandigarh, Mr Chavan 
announced in the Lok Sabha that the 
government decision would be taken in 
two months. He repudiated the suggestion 
of an opposition member that the issue had 
been kept alive by the government to have 
the continued support of both Punjab and 
Haryana, first in the Presidential election 
and now to sustain itself in power at the 
centre. Chandigarh, Mr Chavan said, was 
an issue involving the emotions not only of 
residents of the city but also of the people 
of Punjab and Haryana. It was, therefore, 
essential for the future well-being and 
prosperity of the people of the two states 
that the solution should cause the minimum 
bitterness; it should, in fact, promote good 
neighbourly relations between them, said 
the Minister. Mr Chavan rejected the sug¬ 
gestion for setting up a new commission to 
settle the fate of the disputed city and to 
go into the claims made by the two states. 
He also categorically denied that any part 
of Delhi was proposed to be handed over 
to Haryana in an attempt to persuade it to 
relinquish its claim on Chandigarh. 

During the discussion on the calling 
attention notice in the Rajya Sabha on the 
revised guidelines relating to the appoint¬ 
ment of managing directors in the corporate 
sector (these guidelines were reported in the 
November 21 issue of this journal), several 
members asked for a more drastic reduc¬ 
tion in the remuneration of managing direc¬ 
tors, whole or part-time directors and 
managers of public limited companies. A 
plea was also made for a comprehensive 
policy in regard to emoluments. Replying 
on behalf of the government, the Minister 
of State for Industrial Development, Mr 
K.V. Raghunatha Reddy, disclosed that the 
recent order was only a beginning in this 
direction. 

The recent communal riots in Giuarat 


were condemned by all the'political parties 
though each had itsWn explanation for the 
way they had started. To the SSP spokes¬ 
man, the Congress was the villain of the 
piece having over the years nurtured the 
communal virus by playing on the religious 
sentiments of Muslims. A Muslim member 
regretted that every time there was a com¬ 
munal incident, the loyalty of the entire 
Muslim community was questioned. The 
lack of opportunities for Muslims, he felt, 
probably had to do some thing with the 
Ahmedabad riots. Some members thought 
that the root cause of the trouble was the 
presence within the Muslim community 
of pro-Pakistan elements.* 

Th« lmpass« In Negotiations 

Several members of the Rajya Sabha took 
the government to task for the delay in the 
finalising of the deal to supply wagons to 
Russia. They suspected that not only was 
the Soviet Union “pressurising'* thegovem- 
mci t to quote an uneconomic price for tljp 
wagons, it was also using the protracted^ 
negotiations as a lever to make us buy 
Russian planes. The Minister for Foreign 
Trade, Mr B. R. Bhagat, admitted that 
there was an “impasse" in thfe negotiations, 
but refused to disclose the details “at this 
'stage". He, however, assured the House 
that the price to be charged from Russia 
for wagon .supplies would be commercial; 
it will be based on the cost of production. 

Four bills were adopted by the Lok 
Sabha this week. These were : (/) The 
Punjab Legislative Council (Abolition) Bill, 
which, follow'ing a recommendation from 
the Putxjab legislature, sought to abolish 
the Upper House in that state; (H) Oil¬ 
fields (Regulation and Development) 
Amendment Bill, which aimed at arming 
the union Government with powen to 
enhance the rates of royalty on mineral oil 
by notification (as a result of the Prime 
Minister's award, the royalty on oil is 
proposed to be increased from Rs 7.50 to 
Rs 10 per tonne with retrospective effect 
from January 1968; (Hi) The Khuda Baksh 
Oriental Public Library Bill, which sought 
to convert this library of Bihar into a 
national library; and the International 
Monetary Fund Bank (Amendment), 
Bill, which sought to provide for payments 
of charges to the IMF consequent upon the 
introduction of Special Drawing Rights. 
The Rajya Sabha referred to a joint select 
Committee the Comptroller and Auditor- 
Cieocra] (Duties, Powers and Conditions 
of Service) Bill. 
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NOON HELPS DETERMINE EARTH’S AGE 


H* R. 

WASHlNCi'I ON : 

THRRK i<* no bcilcr celestial window on the world than the moon. 
This was the main justification for Apollo 11. now of Apollo 12 
and also of seven more Apollos to follow. 

Having reported some of the economic spinoffs of space 
immediately after the lirsi lunar landing, it is time to record, even 
though briefly, the major scientific results of the visit. The 
writeup is culled for hy the second landing w hicli raises the ques¬ 
tion : Wasn't one trip enough? The answer is “no”. 

The fifty pounds of rocks which Nfcil Armstrong and lldwin 
Aldrin brought back from the Sea of Tranquillity have been duly 
tested by all the varied methods known to science including the 
one recommended by Lord Rutherford 70 ye^rs ago. He said 
all rocks carry some amount of radio-acti\c uranium . As it de¬ 
cays, it changes into lead. In course of lime, the amount of 
uranium diminishes and the amount of lead increases. The ratio 
of uranium to lead helps to determine the age of a rock. 

Pul to this test, the Apollo 11 rocks proved to be 3.5 billion 
years old, as old as the nio.st ancient rocks found on earth though 
they arc not easy to come by. The moon has picdictably managed 
to prcsciTC a much older surface than the earth. Therein lies 
its .scientific utility. The rocks have helped us to descend to the 
near beginning of the solar system but not yet to the beginning 
which is calculated to he 4.5 billion years ago. A billion years 
has yet to be accounted for. 

Hop# of Sdontittf 

It is the ardent hope of scientists that tlie Apollo 12 landing 
will enable the crew* Charles 0)arad, Richard Gordon and Alan 
Bean, to bring back older samples of rocks to close the gap bet¬ 
ween the birth of the moon and the Apollo 11 rocks, a billion years 
younger. 

If there is any celestial body where (his is possible, it is the 
moon. If Apollo 12 samples do not serve the purpose, the search 
will continue in the subsequent landings. 

The most likely place for such samples is a lunar highland. 
Plans are afoot to land astronauts on these heavily cratered 
regions which are supposed to be older than the adjoining lunar 
seas. The conclusion is based on a study of lunar photographs 
which show that ‘The materials of the seas fill the natural basins 
in the rocks out of which the highlands are formed and lapi up 
against the shores of the highlands.” This could not have 
happened if the highlands had not existed before the seas came 
to be formed. 

The highlands, therefore, offer the possibility of retrieving the 
most pronusing samples of rocks. But this is easier said than 
done. The art of flying to the moon would need to be further 
improved before nian can hopefully descend on the uneven slopes 
of a highland. Man would then stand on rocks dating back 
to the time when the earth and the nioon were newborn “babies”. 
For this consummatioar we would need to wait till 1971 when 
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Apollo 14 is expected to take off to the moon to land on a high¬ 
land dose to the one-mil|ion year old .Censojinus Crater, one 
of the youngest of its kind. 

Ikforc the relationship liclwccu the.ages of the moon and Uic 
Ci^rth is fiiithcr developed, one would need to ask how has the age 
of the earth been fixed at 4.5 billion yca^. The answer, is pro¬ 
vided by meteorites streaking down on the earth. .Those which 
escape total destruction, through searing beat, land. They come 
in handy. The radio-^aclivc technique reveals they arc usually 
4,5 billion years.old which is assumed to be the age of the solar 
system,including the earth. 

The lunar rocks which have so far been examined bad a molten 
beginning. They solidified later. RoK'rt Jastrow, Director of 
the Institute of Space Studies, says that in some respects the rocks 
resemble terrestrial lava from the interior of the earth. Their 
chemical ingredients—oxygen, silicon, magnesium, aluminium, 
calcium and iron .“arc identical with and present in the same 
proportion, as the chemical elements which make up terrestrial 
igneous rocks.” So arc the minerals in which these elements are 
arranged —olivine, phroxenc and feldspar. They arc also porous 
show ing they cooled rapidly from frothy liquid rock as docs lava 
on canh. 

From this fact both set of scientists those who believe that 
the moon was once hot and those who believe in the cold- 
moon hypothesis-draw equal sustenance. How can these two 
divergent views co-exist? 

If Robert Jastrow is to be relied upon, a possible answei 
would bo that the mi>on w as hot and active at its inception. But 
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it cooled down quickly in about a 100 million years which is but a 
twinkling of an eye in geological terms. The volcanic rocks, 
iKorcforc, arc several billion years qld end since crosim on the 
moon is weak, they JiitVe' remaimxi Viriiially imtailiisbed by time. 
According to this theory, moon originated, like the earth, us u 
hot planet but, unlike the earth, its interior has cooled dovsn. 

The cold*mooneis say that the moon, like the earth and due to 
gravity, drew a bombardment of debris from the surrounding 
space. Some debris was small but sonic was asteroid>sircd, 
several hundred miles long and broad. It hit the moon at a 
terrific speed generating enormous quantities of heat. 
The Ollier crust of the moon melted but, unlike the earth, 
its centre remained inert and cold. This theory makes the 
moon a totally ditferent kind of planet from the active earth which 
remains virilcly active to this day. The moon started off, say the 
cold-mooners, with a molten exterior and a cold, hard interior 
and soon it became cold all over. The lava-1 ike rocks brought 
back to earth, date back to the jicriod when heavy asteroids and 
meteorites bombarded the moon, several billion years ago. 

The cold-mooncrs derive support from the moon's impciTec- 
lion. It would have been a pcrlccl sphere if it had a hot molten 
interior. Instead it has bulge at the equator and a bulge point¬ 
ing at the earth. Their weight, they say, v\ oukl have lluttencd them 
out. They would have been drawn into the moon's core had it 
been hot. So they conclude the moon’s interior is indeed hard, 
strong and cold. 

A careful search has been made for symptoms of life on the 
moon. Bui the tests of the rocks have proved that there is neither 
a sign of complete organism nor of the molecular ingredients of 
living matter. The tests were so detailed that they would have 
spotted the ingredients of living matter in one part per million. 
The tentative conclusion is that at least the Sea of Tranquillity 
is lifeless if not the moon as a whole. 

Scientists keep open the possibility that even if life did not 
exist on the moon there may have been the beginnings of it in the 
moon's river beds. An exploration of a river bed, Hadley Rille, 
is planned for in 1971. By then the astronauts will have a lunar 
rover for long journeys on the moon. Lunar photographs show 
many such dry river beds in which pcihaps for centuries water 
or some watcr>’ liquid did flow. If this is a fact, it is on the 
cards that chemical evolution may have started in the beds which 
in due course would have changed into life had the watery 
condition continued unchanged. It is that threshold to life 
which is sought to be studied. This would give an answer to 
the beginnings of fife on earth. 

Settlement of Controversy 

The passage to life on the moon was cut off by the disappearance 
of water. But scientists arc searching for the half-living molecules 
in samples of lunar rock. They were not present on the rocks 
from the Sea of Tranquillity. They were not the oldest the 
moon presumably can yield. The Sea of Tranquillity wus filled 
after the evaporation of water. That is why more trips to the 
moon’s widely dispersed areas arc necessary. One scientific 
controversy has been tentatively settled by the first moon landing. 
A theory has held sway for 40 years that the moon is an offspring 
of the earth. It was formed, said this tlicory, from the molten 
matter escaping into space which left behind a deep scar here 
on earth. The Pacific Ocean is that scar. A variation of the 
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theory was that moon had spun off the earth when the. eaith 
rotating rapidly as mud spins off from a turning -wagon wheeL 
An. aitltlysis of the Tranquillity; Sea lOcks has shown that while 
they art similar in bulk composition to ^6^ of earth rocks they 
“differ from earth rocks in many details.” Mr Robert Jastrow 
reports that in addition to titanium and zirconium, several other 
elements are found in anomalously high concentrations”. On 
the other hand, several elements arc scarcer in lunar rocks than 
in earth rocks. They include potassium, ccssaium and nickel. 
So the conclusion has been drawn that*'if Tranquillity Base is 

representative of the entire moon.the moon is unrelated to 

our planet.” ' 

Secondly since its rocks arc similar in some ways to earth rocks 
in .some major constituents,” the moon must have been formed 
from a neighbouring part of the solar nebula. 

It ha.s, however, yet to be explained how the pioon, (if it was. 
formed separately) came to be captured in the earth's gravity. 
For capture to occur, the moon must have come by the earth at 
exactly the right di.staricc, neither so fur away that it was whipped 
past the earth without dropping into orbit,nor so close as to be 
drawn into a collision course.” 

Calculations indicate, says Mr Jastrow, that the range of 
approach distances that will lead to capture is very narrow and 
the probability of capture is exceedingly minute. So the question, 
how did the moon become earth's satellite, still remains to be« 
answered. The quest for an answer continues. 

Apollo 12, is exj^>ectcd to add to our knowledge of the moon, 
and, therefore, of the eaiih and the solar .system much more than 
its predecessor. It w ill set up the first nuclear-powered experi¬ 
mental station on the moon’s surface. The astronauts will bring 
back a much larger loud of rocks more leisurely and more deli¬ 
berately collected than by the crew of Apollo 11. They have 
more time to do so. Their moon walks will last seven hours 
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white the Apollo 11 crew walked <wiy fQi. about two hotm. Their than the drst. arc: (a) Is the moon as old or older than the earth? ; 

range «rf exptoratira will also be greater, about half a mile from (5)^18 the moon hot or cold inside?; (t) Did the moon otigihaie 

the point of landing. differently from the earth or in about the same way?. 

The qilcstfoQs the trip is expected to answer more accurately 

ENURGING THE E. E. C. 

JOSSLEYN HENNE5SY 


I 

OICISIVI MONTHS AHEAD 

LONDON : 

THE agreement between the Six reached on November 10 offers 
real hope that negotiations on the UK’s entry into the EEC will 
begin in the Spring. Although it is obviously too soon to begin 
cheering, the prospects for the EEC summit on December 1, 
which looked dim have now improved. 

In a report released on October 1, the EEC Commission rc- 
affrmed that negotiations for membership should be opened with 
the UK, Ireland, Denmark and Norway, and that, if necessary, the 
ncgtiaotions should be in phases, although it recommended that 
any treaties governing EEC membership of the four applicants 
(and possibly Sweden) should enter into force simultaneously. 
Once started, negotiations should concentrate on the major 
political, economic and social issues; no time should be lost in 
working out solutions for minor problems, one of the mistakes 
which bogged down the negotiations in 1961-63. 

On the other hand, the Commission says clearly that the 
candidate.s should Di>t only be expected to accept the principles 
of the Community treaties, but also the rules adopted since their 
entry into force. Problems should be solved by transition 
measures rather than by modification of existing rules. The 
Commission goes even fiulher, pointing out that the candidates 
should also be prepared to recognise that in order to strengthen 
political and economic co-operation within the EEC, it may be 
necessary to go beyond the terms of the treaties. 

Tr«niltlon Measures 

Though it regards transition measures rather tlian changes in 
the existing EEC rules as the more appropriate means to level out 
the differences in producer and consumer prices in the EEC and 
the UK, the Commission does concede some exceptions. For 
instance, in an enlarged EEC some imports of agricultural 
goods from third countries could be maintained and specific 
agreements could be negotiated for problems arising from the 
Commonwealth Sugar Agreement and the position of the UK 
as main importer of New Zealand butter. 

In the face of the disarray in the Community’s agricultural 
market caused by huge surpluses of farm products and by the 
monetary measures taken by the French and West German 
governments, the Commission urges the adoption of the Mansholt 
plan for structural reform in Community agriculture. Reframing 
EEC agricultural policy along these lines would make it easier 
for new members to take on the provision of agricultural financing. 

In 1967. the Commission’s appraLsal of Britain’s economic 
situation aroused controversy by asserting that the disequilibrium 
in the UK and the role of sterling as an international reserve 
curremey presented serious difficulties; the Commission doubted 


that the pound could function as u reserve currency once the 
UK was inside the EEC. In its new report the Commission 
acknow'ledges the improvement in the UK economy. 

However, while referring to the £100 million surplus 
in the UK balance of payments over the first six months of 1969, 
the Commission is still guarded about-Iikely further developments. 
Nevertheless, it holds that the structural changes in industry 
fostered by the Industrial Reorganisation Corporation are likely 
to stimulate UK exports. In acknowledging the short-term 
stabilising effect of the Basle agreement on sterling, the Com¬ 
mission says that in the longer term, the confidence of the UK’s 
creditors in sterling will be decisive, and that the overseas sterling 
balances are an international problem too great U> be under¬ 
pinned by the financial resources of the EEC countries alone. 

The Commission refers to the other EFT A members and their 
associate Finland, and adds that if negotiations with Sweden 
should not lc;id to full EEC’ membership, then alternative solu¬ 
tions should be examined. Of the suspended negotiations with 
Austria, the Commission says that it is seeking a further mandate 
from (he Council of Ministers. On other outstanding applica¬ 
tions, the Commission notes that Switzerland, which requested 
general negotiations in 1961, has informed the Commission only 
recently that it is still intere.sted. So has Portugal whose request 
dates back to 1962. The Commission points out (hat the Finnish 
government hu.s repeatedly expressed interest in an arrangement 
with the EEC compatible with its policy of neutrality. The 
Commission expresses its intention to conclude preferential agree¬ 
ments >viih Spain, Malta and Cyprus. 

II 

E,E.C. POLICY ON COMPETITION 

The EEC Commission has lined (a) six Community firms a 
total of $500,000 for operating a cartel in quinine, and (b) ten 
European chemical firms (including four EFTA firms) a total 
of $485,000 for price-fixing in aniline dyestuffs. Most of the 
firms have filed an appeal with the European Court of Justice, 
but whatever the result, the rulings arc important precedents in 
EEC cartel law. The EEC Commission is said to have taken 
these decisions to provoke the fined firms to lodge appeals with 
the European Coiuts of Justice so as to obtain clear guidelines 
for EEC competition law. While the Commission in other recent 
decisions has favoured trans-border co-opcration in production, 
research, and investment, it now seems resolved to stop firms 
practising market shareouls and price-fixing. 

The quinine cartel was allegedly operated by Nedchein of the 
Netherlands (lined $210,000); Boeringcr and Buchicr, West 
Gennany ($190,000 and $65,000); and the three French firms 
Societc Chimique Pointet-Girard, Socicte Nogcntaisc dc Produits 



J024 




l46V^bei^2i’19(» 


Chimiques (both fined $I2,5(X)) and Phannacic Centralc dc France 
($10,(XK)). The Commission said that their agreement dates 
from 1960 when they decided to negotiate jointly the purchase 
of raw materials from developing countries and the subsequent 
sale of finished products. In 1962 the six firms fixed common 
prices for quinine and quinidine sales all over the y^orld and in 
1964 raised prices bv about 50 per cent. In addition practices 
such as fixing production quotas and sharing out markets vicrc 
reported. The cartel was first discovered by the US anti-trust 
authorities, and the EEC Commission look the mutter up after 
questions from Dutch members of the European Parliament. 

The ten firms lined for alleged participation in a cartel in 
aniline and anilidine dycstufifs arc Bayer, BASF, Cassclla and 
Farbwerke Hoeclisl (West Gennuny), Francolor (France), ACNA 
(Italy , Ciba, Geigy and Sandoz (Switzerland), and ICl (UK). 
All firms, with the exception of ACNA, were fined S50,000—ACNA 
rcccKed a reduced fine of S35,0(K), because it was party to i)nly 
one of the alleged price agreements. The EEC Commission 
maintains that these leading European manufacturers of dyestufi’s 
applied uniform and virtualfy simultaneous price increases in the 
EEC in January 1964 and 1965 and October 1967. The practice 
of price fixing is somewhat less evident in this case than in the 
quinine cartel, and the firms involved maintain that the price 
increases for dyestuffs were etfected as a result of “price leader¬ 
ship'* of one firm with subsequent adaptations by the other firms, 
and not on the basis of any agreement. 

The EFTA firms al.s<') contest the Commission's right to tine 
companies whose headquarters arc outside the EEC. However, 
it is unlikely that the firms will win over the European C'ourt of 
Justice, for Article S5 of the Rome treaty prohibits all practices 
which ‘"arc liable to affect trade between member states and which 
are designed to prevent, restrict or distort competition w'ithin the 
Common Market or which have this eficct". 

A iUROPEAN INDUSTRIAL POLICY 

Although the Rome Treaty does not provide for a “common 
industrial policy”, the EEC Commission strives to persuade 
members of the need for one. Commission members have out¬ 
lined their recommended industrial policy at Community level and 
have criticised the inadequacy of measures taken at national 
level. The problems of the '‘technological gap’* between Europe 
and the US arise from basic weaknesses in Europe’s industrial 
structure, including the relatively small size of European companies, 
the inadequacies of the European capital market, the lack of 
adequate means of financing research projects, technical trade 
barriers, etc. 

In the past, government aid has concentrated on declinijig 
indastries at one end of the scale and on tcchnologically-based 
industries at the other. The efforts to keep declining industries 
have sometimes resulted in preserving the obsolete and have not 
streamlined production and marketing. There arc also problems 
concerning technologically-advanced industries which, because of 
their high overheads, arc frequently kept dependent on government 
assistance, especially by guaranteed orders from public sector 
buyers. 

The EEC Commission says that a European industrial policy 


should be based on the following principles : 

(a) Government intervention in declining industries should 
not aim to preserve existing structures but to promote 
rab'onalisation and reorganisation. 

(b) More "attention should be given to industries at the 
“intermediate industrial stage” so that technological 
achievements by advanced industries arc put to use in 
less sophisticated sectors. 

(c) Tcclinologlcally-advaiKed indusiries must specialise 
more. To overcome the disadvantages that governments 
cause by placing orders almost exclusively with 
their national industry, multinational group.s of com¬ 
panies should be encouraged, since this is the only way 
for EuroiX5*s tcchnologically-based industries to become 
truly competitive in world markets. * ' 

(d) Co-operation at Community level should be concerted: 
members should combine their etforts by selecting 
priority schemes for joint financing. Co-operation in 
these schemes should cover all stages from research 
and dewlopment to exploitation. 

The Commission's committee for technological co-operation, 
the “Aigrain group” (successor of the “Marechal groups”), lAf 
worked out details for joint scientific and industrial rc.scarch 
projects, which include meteorology, oceanography, metallurgy, 
data processing, air and water pollution, and noicc abatement. 
The committee has also publicised ideas which, • unfortunately, 
must sound too revolutionary to EEC governments when the 
very existence of the Huroatom research centres is threatened by 
the government’s reluctance to allocate adequate funds to them. 
The committee advocates, for instance, the establishment of an 
information network between European and national research 
centres, allocation of national funds to national firms and research 
establishments according to the recommendations of a joint 
European body, and a European computer institute. 

Rettrncturlng European Industry 

While the Commission members have stressed the importance 
of associating the UK in co-operation in technologically-based 
industries, Mr Charles Villicrs, managing director of the tJK*s 
state-financed Industrial Reorganisation Corporation recently 
proposed an even bolder idea, i.r., a European industrial insti¬ 
tution drawing on the experience of the IRC and similar bodies 
in EEC countries (IRI and ENI in Italy, Kreditanstalt fur Wiede- 
raufbau in West Germany, Societe Nationalc dc Credit a la' 
Industries and Socictic Nationalc d’ Investissment in France). 
The object would be to accelerate the restructuring of European 
industry to make it intcraationally competitive in technology, 
innovation, and commercial development. Mr Villiers pointed 
out that European companies can only enhance international 
competitiveness by pooling research, production, marketing and 
management in fields such as air craft manufacture, steel produc¬ 
tion and process plant, computer and'*components, numerical 
control of machine tools, nuclear power stations and sea water 
desalination. 

The proposed European industrial institution would have to 
be impartial and independent, sponsored by the EEC Council of 
Ministers or by the Commission, to which it ought to be accoUnt- 
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able, although independent in its operations. It would need 
a large fund to extend loans on flexible terms, to acquire or 
&ubscri6e to shares, and to give guarantees. It should act on a 
commercial basis, earning a commercial rate of return on its 
funds which should not be offered to a project if alternative sources 
were available. The institution’s board and executives should 
be recruited from successful businessmen dedicated to the European 
idea. 

Such an institution could only be successful if it obtained wide 
acceptance by European governments and by European business. 
Interest in a European IRC lacks at present and the nationalism 
of governments is the main reason why there has been so little 
progress towards cross-border industrial co-operation. It is also 
true that the differing interests of shareholders in different countries, 
variations in accounting practice, and various legal obstacles 
dissuade companies from cross-border mergers. However, the 
real answer to the present confused state of affairs is a European 
company statute, towards which real progress may be made by 
the end of 1970. 

IV 

E.E.C. RELATIONS WITH THIRD COUNTRIES 

OnOctober 17, the EEC Council reached a compromise about 
the continuation of bilateral trade agreements between EEC 
members and third countries. While the largest part of the trade 
with third countries is governed by common rules, trade with 
the Eastern bloc, Japan, Hong Kong and South Korea is still 
regulated by national bilateral agreement. The reasons for this 
arc political in the^ communist bloc, which has so far refused to 
negotiate with the EEC as a whole; with Japan bilateral trade 
arrangements arc in force because Japan does not yet benefit 
from all GATT rules. 

According to the Rome Treaty, the EEC’s foreign trading 
policy should be fully implemented by January 1,1970. But earlier 
this year the EEC Council adopted ah exception clause allowing 
bilateral agreements to continue up to January 1, 1971, and has 
now decided that new agreements may be negotiated over a three- 


year period. Nevertheless because it is coupled with common 
rules, this latest decision is an important step forward 
towards phasing out bilateral pacts. For Instance, all new 
agreements will have to be approved by the Council before 
the opening of trade talks and again before any agreement is 
formally concluded. This means that EEC members will, in 
effect, lose their autonomy in organising their trade relations with 
the foregoing countries. 

Before this genera] agreement was reached, a specific exemp¬ 
tion from the Rome Treaty rules was granted to France for its 
five-year trade agreement with the USSR, signed in May, 1969, 
on condition that France did not commit itself about the volume 
of trade. As a result, France will have to consult the Council 
each year before fixing the annual quotas with the USSR. Italy 
was authorised to conclude a new five-year trade agreement with 
Rumania on the same terms. 

First steps arc being taken to bring bilateral agreements 
between EEC countries and Japan more into line and to lift present 
quota restrictions on various products, especially in trade between 
Francc/Italy and Japan. Japan is prepared to remove restrictions 
on about 50 per cent of its imports from the EEC that are at present 
subject to quotas, in exchange for reciprocal action by the EEC 
countries. 

In a further move towards a common foreign trading policy, 
the Commission has asked members to harmonise their national 
laws governing credit guarantees for exporters selling to public 
authorities outside the EEC. The Commission proposes guide¬ 
lines for guaranteeing both medium-term and long-term operations. 
The coordination of national regulations would at the same time 
eliminate one of the remaining distortions of competition in the 
EEC. 

Acknowledgements and Sources : The foregoing summarises, 
by special arrangement a 30-page report in the latest issue of 
Economic Trends published quarterly, to subscribers only, by the 
Economist Intelligence Unit, 27 St. James’ Place, London, S.W, 1., 
but the EIU is responsible neither for the emphasis of my summary 
nor for my interspersed comments based on a variety of sources. 


ON EURODOLLAR CREDIT 

E. B- BROOK 


VIENNA : 

AS Europe still waits for the summit meeting of the Common 
Market at The Hague in the first two days of December there are 
incceasiog perplexities and pressures, linked closely to new concern 
fblt by Europe’s bankers. 

These bankers have had more than their share of living on 
their nerves for the last five years and deserve the relative repose 
they can enjoy over the immediate situation as sterling’s position 
improves better than expected after the German revaluation and 
as the flow of money back to France more than covers the conti¬ 
nuing deficit on the French current account that is likely to conti¬ 
nue well into the new year. Both the German and the French 
exchange rates against the US dollar are likely to look credible 
for some time to come. 

B;ut jjicro are two clouds on the bankers* horizon. The 


continuing American balance of payments deficit and the effect 
this may ultimately have on the dollar is one worry; the other 
topic is the falling price of free market gold and the pressures 
from some central banks, as well as from South Africa, to be 
allowed to buy free gold again for monetary reserves. 

South Africa knows that the monetary authorities would buy 
gold if the free market price were to fall below the official price 
of 35 dollars an ounce. In that case, the pressure to buy from the 
lesser central banks outside the Group of Ten would become irresis¬ 
tible. But South Africa consistently seeks to achieve a market 
price for gold above 35 dollars an ounce and the huge hoard of 
gold in private hands will be a telling factor in this manoeuvre. 
Privately-held gold has increased tremendously in volume, reach¬ 
ing now a total of 24,600 million dollars, which is 135 per cent 
greater than official US gold reserves. What complicates the 
situation is that the largest private gold holdings-are in France 
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which has an cslimatcd 5,200 million dollars-worth of gold in 
stock. This leads to the possibility also of a French inflation if 
the French public dishoards its gold and spends the proceeds. It 
appears contrary to French character to do this, but the threat is 
sufficient to explain the French Finance Minister's concern to 
promote extra savings through a new inflation-proof stale bond 
or an extension of mutual funds. 

Bui this subject of concern is less dominant for 1970 than the 
European central banker's anxiety about the US dollar and the 
present level of world interest rates. They do not like what they 
know - that the world monetary system is very likely to lurch in 
1970 from the gold standard on to the dollar standard. 

This move is likely to be caused by a continuing American 
balance of payments deficit. The crucial factor here is that, while 
a payments deficit is a vital factor and a rigid constraint on 
ilomv'stic policy for European countries, for the Americans an 
cxlcrnal account deficit is a marginal matter. For the Americans 
a deficit of .IGOO million dollars is a relative triviality, no more 
than a deficit of 300 million dollars would be to France or Brilain. 

As a result, the F.UR)peans are faced with an unwanted flood 
of unconvertible dollars from the United Slates by which the USA 
seems indefinitely able to cover the problem of its deficit. Alter¬ 
natively, it rais.-‘s multi-billion shori-ictin loans on the Eurodollar 
market. 

This is the link with the vvoiryingly long unprecedented higli 
interest rates which have remained above 10 per cent since the 
spring. There is little likelihood, Ixxause of the intensity of US 
banks’ short-term borrow ing, that these rates will drop substantia lly 
in (he foreseeable future. 

For this reason, and Ixxausc domestic interest siruclurcs have 
to be linked to inlcrnational rates ihcic is rising fear that these 
high interests will begin to disturb the pattern of Furopcan indus¬ 
trial development and capital investment. This risk is increased 
by currently sharply declining Amencan investment in Europe. 


If this decline continues and there results for long an excessive 
outflow'of dollars from Europe all the old fears that the technicians 
of the monetary system hoped they liad settled by the invention 
of the International Monetary Fund’s Special Drawing Rights 
as a controlled source of world liquidity growth will revive. It is, 
of course, fantastic that the world's most powerful industrial 
economy should be running a current account deficit which results 
in the withdrawing of real resources from the rest of the world 
and covering this up by drawing financial resources from overseas 
also. This contradiction of obvious fact and evident practice is 
disquieting others in Europe besides (he bankers. 

A brief closer look at what happens in the USA is relevant 
to Europe's concern. The borrowing at high rates on the European 
market is carried by no more than 14 US banks who account for 
95 per cent of the Eurodollar business. By this resort to non- 
convcntioivil sources of funds these US banks tavc been able to 
soften the inioact of the US Federal Reserve Boaid’s monetary 
policy of limiting US banks’ reliance on usual resources. By 
applying interest ceilings, largely at the pAiropeap bankets’ request 
last summer, the Fcdcial Reserve bank has accelerated some 
US banks’ cITorls to find fimds in other directions—and the direc¬ 
tion has been Europe. American banks have recently further 
substantially incieased their bidding for Eurodollar funds and 
further bidding is expected as the rale for internal US commercial 
paper- a form of promissory note issued at high interest by non¬ 
bank coipoiations— rises. 

Since 1965 Eurodollar funds have trebled. They ate at present 
above 40 billion dollar nark. 

The rate for Eurodollars is likely to remain high not only 
because of US bimks' use of them as a replacement for expensive 
certificates of deposits in (he American money market but because 
any fresh wave of currency speculation is likely to rely on Euro¬ 
dollar loans for a substantial part of its financing. Corporate 
takeovers anywhere aie also a potential source of heavy demand 
for Eurodollarcrcdit. 
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The Garden eity 
60 years ahead of its tiin» 


Jaiiith6dpur« the steel city. It full of trees and flowers I 
In fact, it is one of India's most beautiful cities. And 
the amazinQ thino is that Jamshedpur was conceived 
and planned exactly at it is today, more than 60 years 
ago, long before planned cities became common even 
In the West. » 
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Sonari—an underdevalop«> 
ed area transformed. Under 
a phased programme, Tata 
Steel has helped the people 
to convert 20 underdeve¬ 
loped areas into beautiful 
localities, with well-lighted 
roads and adequate water 
supply. 
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Jubilee Park. "Flowers, 
parks, and trees supply 
something which is, I 
imagine, of more basic 
importance to human be¬ 
ings and the riuman spirit 
than even iron and steal 
and it was a very happy 
thought to... provide this 
beautiful park." 

J9w§h9rM N$hru 




The Tata Main Hospital. In addition 
to this well-equipped 600-bed hospital, 
Tata Steel has contributed to the sett.ng 
up of an 82-bed TB hospital with a special 
children's ward. 


Our strength > in our people 
es much as in our steel. 


TATA STEEL 
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MR T. T. Krishnamachari is 70 this week. 
He has not been in the best of health for some¬ 
time. ' If, nevertheless, he has chosen to come 
to New Delhi now and subject himself to the 
stresses and strains of the Congress feuding 
here, it is not wholly because of the solicitude 
he has for “the daughter of his dear friend’\ 
although that solicitude is genuine enough. 

It Is true that TTK is here at the instance 
of Mrs Indb'a Gandhi who, let it be said to her 
credit, has felt a need for his advice and gui¬ 
dance on economic policies and programmes. 
There is no dearth certainly of cooks of varying 
degrees of expertise in the Prime Minister's 
^'kitchen cabinet”, but it still remains sadly 
true that she may only search in vain among 
the courtiers and sycophants who crowd her 
court for men of sufficient wisdom for assis¬ 
ting her in understanding and dealing with 
the grave problems of economic stability which 
demand the government’s immediate attention. 
Mr C, Subramaniam may be u.seful up to a 
point, but this point is perhaps likely to be 
reached sooner rather than later. An econo¬ 
mic statesman of the calibre of TTK, whose 
grasp of the sweep' o^thc government, as well 
as of its limitations, is unrivalled, should surely 
be a valuable associate for the hard-pressed 
Prime Minister. I do not doubt that Mr 
Krishnamachari’s present stay in New Delhi 
is being well utilised by him and senior officials 
of the government—not to speak of such 
policy-makers as the present central cabinet 
may have —for help'ng the government to get 
a grip on the economic situation. 


Bgt, as I had hinted curlier, this is only pari 
of the purpose of Mr Krishnamachari's present 
trip to New Delhi. His principal personal 
concern is clearly with the implications of the 
political situation. He k less interested in 
any post-mortem on the collapse of Congres.s 
unity than in what it may forebode for the 
poUtical stability of the country and indeed 
the security of the nation. TTK is clearly 
of the view that, even at this stage a sincere 
effort can and should be made by all concerned 
to maintain the Congress party as a single 
politica] organisation. He has no doubt 
at all that the present central government has 
lost the capacity to govern effectively and that 
it cannot survive even as a care-taker adminis¬ 
tration much beyond the first quarter of next 
year. 

In other words, a mid-term poll, in his view, 
is a certmnty and he argues that at the next 
general election for Lolc Sabha, whenever it 
may come, divided Congress, split into two 
rival oi^ganisations, is bound to destroy itself. 


leaving the country without an effective all- 
India party to organise a cohesive adminis¬ 
tration at the centre. TTK greatly fears that 
in the event of such a collapse of political 
stability, the country will not only be disabled 
from coping with its tremendous economic 
problems of the utmost urgency, but will also 
be rendered vulnerable to probing aggression 
on the part of its hostile neighbours. He is, 
therefore, of the view that, if there is at all any 
patriotism left in the Congress leaders of the 
warring factions, they ought to hesitate to 
a.ssume responsibility for finally shutting the 
door against compromise. In his talks with 
the various protagonists of the battle now 
raging for the capture of the machinery of the 
Congress organisation, this is the point of view 
which TTK has been pressing with his charac¬ 
teristic clarity and vigour 

« • 

There was an occasion in the post- a past 
which has rather become distant now—when 
the late Jawaharlal Nehru exploded with moral 
indignation when he learnt that an erring MP 
had attempted to strike a deal with some men 
in the bullion trade in Bombay for utilising his 
parliamentary opportunities to further the 
commercial interests of those men. Nehru just 
could not tolerate the idea that, so early in the 
day of a free India, an elected representative 
of the people in the Lok Sabha had descended 
so low as to trade his membership of the legis¬ 
lature for his personal and private gain. The 
MP concerned was expelled from the Lok Sabha 
on the recommendation of a Privileges Com¬ 
mittee of Parliament. 

Today we seem to be living in a different 
world of values. No less a person than the 
President of the Indian National Congress has 
stated in writing that the Prime Minister and 
certain other ministers of the central govern- 
mont have been collecting funds for party 
purposes and political work. His further 
charge that the Prime Minister has not rendered 
an account to the appropriate party authority 
for the collection made by her may perhaps 
be regarded as a purely domestic issue to be 
settled by the Congress President according 
to procedures prescribed by his organisation. 
What however must be taken up as a matter 
of public interest is Mr Nijalingappa's disclosure 
that the Prime Minister and other ministers of 
the central government have been collecting 
funds for party purposes and political work. The 
implication of this charge, clearly, is that 
Mrs Gandhi and certain other central ministers 
have been using their position as members of 
the central government, which is derived 
from their membership of Parliament, for 


collecting money for financing their political 
activities. 

In my view, this allegation amounts to a 
charge that the Prime Minister and the central 
ministers concerned have been using their 
authority and influence, both as Members 
of Parliament and members of the central 
government for persuading or putting pressure 
on various people to give them money. In 
saying what he has said, Mr Nualingappa 
might quite possibly have run the risk of being 
hauJed up for a gross contempt of Parliamebt. 
Tt is all the more signifleant that he has made 
such a statement. I wonder how Members 
of Parliament could afford to let this pass 
without sitting up and taking notice of the 
statement of the Congress President and its 
implications. 

* * 

1 And that quite a few MPs of the DMK 
are far from happy at having been identified 
as a group which has committed itself to 
assisting the Indira Gandhi regime to continue 
in power. They point out that the support 
which their group extends or may extend to 
the present government at the centre is not as 
decisive as all that. The argument is that even 
if the DMK abstains from voting with the 
present government, the latter would still 
be able to survive on the strength of its own 
following in the Congress Parliamentary Parly 
us supplemented by the support given by the 
comnmnist factions and the group of Inde¬ 
pendents. Some of the more sensitive among 
the MPs of the DMK are also at pains to 
affirm that their party has not gone back on 
its basic position that it would judge the business 
before the House on its merits ,ind vote accor¬ 
dingly as the occasion arises. There arc 
however more than an MP or two of the DMK 
who arc willing to concede that it just happens 
to suit their parly fine that they could give 
fight to Mr Kamaraj in Tamil Nadu by aligning 
ihcmscivcs with Mrs Gandhi in New Delhi. 


Violet Alva was a warm-hearted woman 
us well as a highly intelligent one. She was 
therefore of the salt of the earth, for such a 
combination of virtues is rare. It is rather 
sad that a few days before her passing away 
there should have been an occasion for her to 
express publicly a grievance that her service 
as f^eputy Chairman of Rajya Sabha had 
gone unrewarded by the powers that be. 
Violet Alva was, ofcoujsc, not interested in 
higli office as such, but she was human enough 
to give vent to her feelings when she thought 
that an injustice had been done to her. While 
our public life is poorer for her death, 1 prefer 
to think that it is r’chcr for her memofy. 

V. B. 
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rOSER FOR INDIAN AIRLINES 

A party which has more than a passing 
interest in the decision which Indian Air¬ 
lines may finally take on the aircraft which 
is to replace its Caravcilcs is Praii and 
Whitney Aircraft of the United States, 
who arc the muniifacturers of the JT8D 
engines which power the Boeing or.Douglas 
planes which are among the types of air¬ 
craft from which Indian Airlines would 
make its final selection. Representatives of 
Pratt and Whitney were in Mew Delhi 
lust week for talks with Indian Airlines. 
Their sales talk is essentially quite simple. 
They point out that, in their JT8D engines. 
Indian Airlines will ha\c an asset of proved 
performance. Apart from the fact that 
a vast amount of expensive researcJi has 
gone into the development of ihi.s engine, 
further research is continuing into it'* 
refinement. The JT8D, ii is claimed, 
powci^ more different aircraft than any 
other aero-engine. It is used in Boeing 
727s and 737s, Douglas IX-''-9s, and Sud- 
Aviation Uaravciles. This would mean 
that some 1,750 commercial jet aircrafts 
are presently being pi^wercd by this engine 
which, it is said, has logged more than 
10 per cent of Pratt and Whitney Aircraft's 
total jci/fan engine operating experience 
which is now approaching 200 million 
hours. As against this, should Indian 
Airlines choose to go in foi the Soviet 
TU-154, it would be opting for an aircraft 
which has yet to come into commercial 
operation. In other words, Indian Air¬ 
lines would be assuming the risk and 
responsibility of developing in commercial 
operation an aero-engine and an aircraft 
both of which arc, as of today, unproven 
in commercial operation. 

Another important sales point which 
Pratt and Whitney have tried to make is 
that, even if the cost of the competing 
engine is assumed to be 78 per cent of the 
cost of JT8D, the latter would still be far 
more economical because of the lower 
direct operating costs and savings in fuel. 
It is estimated that the total saving avail¬ 
able would be Rs 1.8 crores per aircraft or 
Rs 18 lakhs per aircraft year. Finally, 
Pratt and Whitney argue that if Indian 
Aii l ncs were to go in for a fleet of aircraft 


EAISTERN ECONOMIST 


powered by JT8D, they would be m an 
excellent position to establish overhaul 
facilities which could also cater to a num¬ 
ber of neighbouring airlines which operate 
JT8D powered aircraft. This advantage 
will not be available if Indian Airlines 
were to accept the Soviet alternative since 
this aircraft is yet to W'in acceptance by 
commercial operators. 

CEMENT DECONTROL 

The union government has decided to 
remove all control over price and distribu¬ 
tion of cement with effect from January I, 
1970, Mr Fakhruddin Ali.Ahmcd, Minister 
for Industrial Development, stated recently. 

MARKETING OF RAW jUTE 

The union government has uppoiiued 
a Committee under the Chairmanship 
of Mr Bibhuti Mishra, Member of Parlia¬ 
ment, to examine the existing pattern and 
structure of marketing of raw jute and also 
the inadequacy of the existing arrange¬ 
ments for flow of finunciul credit and 
supplies rcquii-cd hy growers in the pro¬ 
duction of raw jute. The Committee will 
examine in detail the question of giving a 
uniform price to the jute growers in different 
p uts of the country instead of the present 
system of equal price at the mill rate. 
Ihe Committee has invited suggestions 
by November 30, 1969, from individuals 
and the organisations representing jute 
gro\yCrs, trade, industry and other interests. 

SPECIAL DRAWING RIGHTS 

The International Monetary Fund is 
expected to allocate 8340 million in Special 
Drawing Rights to this country for the 
three-year period beginning with 1970. 
This allocation would be in addition to 
the external reserves and. on an average, 
70 |TCr cent, of the allocation would be 
usable over a period of time. Moving for 
the consideration of a bill to amend the 
International Monetary Fund Act, Mr 
P. C. Sethi, Minister of State for Finance, 
slated that in the post-war years, while 
the world trade had grown enormously 
between 1950 and 1965, the growth in 
monetary reserves could not keep pace 
with the rise in trade. As a result, the 
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ratio of monetary reserve to world trade 
had kept on declining. Mr Sethi explained, 
that, in order to overcome this difficulty, 
the IMF member-countries had devised 
a system of Special Drawing Rights which 
was now being popularly called ‘paper 
gold’. 

DEFICIT FINANCING 

The total deficit financing by the central 
and state governments amounted to Rs 269 
crores in 1968-69, against Rs 224 crores 
the previous year. During the first half of 
1969-70. there was an overall surplus in 
government transaction as evident from a 
decline of Rs 170 crorc| in the Reserve 
Bank’s net credit to the government. This 
could not, however, be interpreted as 
indicative of the total deficit financing that 
may emerge over the year as a whole, 

FOREIGN AID IN 1969-70 

iHircigii aid during 1969-70 is expected 
to be $850 million —1600 million non- 
projcct and 1250 million project aid stated 
Mr P. C. Sethi, Minister of State for 
Finance. He added that the shortfall 
this year is due to reduction in non-project 
aid commitment by the International Deve¬ 
lopment Association. 

U.S.A.i.D. LOAN 

The union government has signed u 
loan agreement with the United States 
Agency for International Development 
for $20 million for financing the import 
of a wide variety of capital goods 
required by various industries. 

Parties interested in the import of capital 
equipments from USA have been asked to 
submit import applications in the prescribed 
form to the Chief Controller of Imports 
and Exports. 

DEBT RELIEF ASSISTANCE 

An agreement was signed recently bet¬ 
ween the Governments of Italy and India 
for a credit of Rs 5.5 crores ($7,35 million) 
This is the second instalment of a total 
debt relief assistance of $20.2 million to 
be provided by Italy for the three-year 
period 1968-69 to 1970-71. The agreement 
was signed by Dr. I$l. de Strobe], Ambas¬ 
sador of Italy, and Dr.I.G. Patel, Special 
Secretary, Department of Economic AfiTuirs. 
The loan is repayable over a period of 
twelve years with an initial grace period of 
three years during which no repayment 
of the principal will be made. The 


Trade Winds 
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rate of interest will be four per cent per 
annum. With the signing of this agreement 
total assistance from Itaiy will amount 
to Rs 172.39 crores (6229.85 million) 
comprising Rs 161.25 crores ($215 ,mil¬ 
lion) as suppliers’ credit and the balance 
as government to governm^t credit. 
Thi.s assistance has been utilised mainly 
for import of equipment for fertilizer plants, 
power projects, oil production equipment, 
oil pipeline, textile machinery, machinery 
for aluminium production, printing machi¬ 
nery and so on and also for import of 
components, spares and raw materials 
required by Indo-ltalian joint-ventures or 
for Italian machinery. The funds genera¬ 
ted by this agreement will not be tied but 
will be in the form of liquidity assistance. 

AUSTRALIAN WHEAT 

Australia’s gift to this country of 70,000 
metric tons of wheat worth nearly Rs 3 
crores was confirmed recently by an ex¬ 
change of letters between the Australian 
High Commissioner, Sir Arthur Tange, and 
the Special Secretary for Economic Affairs 
in the Ministry of Finance, Dr I. G. Patel. 
The wheat will be provided on a grant 
basis, requiring no Reimbursement. The 
total value of wheat supplied to this 
country under Australia's aid programme 
! since 1964-65 comes to Rs 35 crores. In¬ 
cluding the new wheat shipment, Australia's 
total grants to this country now 
amounted to approximately Rs 67 crores. 

PURCHASE OF US. WHEAT 

Under two authorisations issued by the 
US Department of Agriculture, this 
country will buy a total of 400,000 tonnes 
of US wheat between November 14, 1969 
and February 28, 1970 to be delivered dur¬ 
ing the period November 14,1969 to March 
31, 1970. The authorisations arc of the 
total value of 121.19 million. These autho¬ 
risations issued on November 7, are in 
pursuance of the supplementary PL-480 
agreement signed on October 13, 1969 
between the government of the USA and 
the government of this country for the 
supply, among other things, of three mil¬ 
lion tonnes of wheat and wheat flour 
during the US fiscal year 1970. 

SCOOTERS IN PUBLIC SECTOR 

The Experts Committee appointed by 
the government regarding the manufacture 
of scooters in the public sector held its 
first meetinj under the chairmanship of 
Mr O, Si Murthy. Chairman, Bharat 


Heavy Electricals (India) Ltd. The Com¬ 
mittee has decided to invite particulars 
from parties who are in a position to offer 
designs and manufacturing data of scooters 
in the region of 150 c.c. engine capacity 
employing indigenously available techno¬ 
logy without involving foreign exchange 
for any fee or royally. 

STATE BANK’S VILLAGE SCHEME 

The State Bank of India launched its 
new village adoption .scheme at Dhuncla 
in Sohna development block in Haryana. 
This scheme of assistance to owner-cultiva¬ 
tors and tenant-cultivators who are poten¬ 
tially viable farmers, is the first of its kind 
to be started by any banking chain under 
the rural credit extension scheme. Assis¬ 
tance to the farmers under this project will 
cover working capita) and medium term 
needs of those engaged in cultivation, 
animal husbandry, poultry and dairy 
farming. 

EXPORT-ORIENTED INDUSTRIES 

The union Minister for Foreign Trade, 
Mr B. R. Bhagat, stated recently that a 
revival of domestic demand, has threatened 
a diminution of export capacity in certain 
lines of production. The Ministry of 
Foreign Trade is at present engaged in 
identification of industrial units and 
product-lines w'here expansion of capacity 
is needed to sustain the momentum in 
the export of industrial products. Some 
applications for expansion of capacity 
have also been received and arc under 
consideration. These applications after 
concrete proposals forexpansion of capacity 
would be submitted to the Licensing Com¬ 
mittee for advice. The Minister also laid 
on the Table of the House a list of the 
product lines so far identified in this con¬ 
nection. The list, numbering 13, com¬ 
prises sewing machines, drop forged hand- 
tools, small cutting tools, dry batteries, 
storage batteries, a stretch reduction mill 
for steel tubes, bright bars and shaftings, 
radio receivers and electronic components, 
prOporzi rods, refrigerators, diesel engines, 
real injection equipment, and bicycles and 
parts. 

INDUSTRIAL MISSIDN FRDH FRANCE 

A five-member industrial mission from 
France, headed by Mr Antoine Pinay, 
which arrived in this country on November 
17,1969, called on the union Minister for 
Industrial Development, Internal Trade 


and Company Affairs, Mr Falchiuddin Ali 
Ahmed, and discussed with him the possi¬ 
ble spheres of lodo-French collaboration 
in industry. Mr Pinay, a former Prime Mini¬ 
ster of France, is Chairman of an impor¬ 
tant group of French Engineering Compa¬ 
nies. The four other members of the mi.ssion 
hold vital position.« in important groups 
of French firms in the fields of mining and 
metals, chemicals including fertilisers, and 
railway, tranrport and telecommunication 
equipment. Mr Pinay indicated that the 
mission had not brought with it any specific 
proposals but was eager to know of the 
diffcient indu.strial areas in which this 
country would be interested in foreign 
collaboration and assistance, particularly^ 
in the field of designs and consultancy. 

U.NX.TaA.Da FOLLOW UP 

The world's 18 leading non-communist 
industrial nations have put forward a plan 
to improve access to their markets for 
manufactured goods from developing 
countries. Their draft proposals for gen¬ 
eralised tariff preferences have been sub¬ 
mitted by the Organisation for Economic 
Cooperation and Development (OECD) 
to the United Nations Conference on 
Trade and Development (UNCTAD). 
OECD sources stated that this was the 
first concrete advance towards concerted 
trade preferences for developing countries 
since UNCTAD's three-iTionth meeting 
in New Delhi last year. 

CDFFEE EXPDRTS 

The coffee receipts of the 1968-69 crop 
up to October 31, 1969 into the pool 
amounted to 72,630 tonnes made up of 
33,050 tonnes of plantation, 16,166 tonnes 
of arabica cherry and 23,414 tonnes of 
lobusta. 

GAS BULLETS BY B.H.E.L. 

The boiler plant of Bharat Heavy Elec¬ 
tricals Ltd at Tiriichirapalli received 
orders for the supply of three liquid petro¬ 
leum gas bullets, each of a storage capacity 
of 132 cubic meters from Indian Oil Cor¬ 
poration (Gujarat Refinery). Each bullet 
is weighing about 40 tonnes. The plates 
for shell and dished heads have been selec¬ 
ted from imported boiler quality plates. 
The bullets were fabricated in medium and 
light fabrication shop of the unit, fully 
satisfying the code requirements. 
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CENTURY 

CENTURY Spinning and Manufaciuring 
Co. Lid has announced a bonus issue of 
one bonus share for each share held. The 
proposed issue of shares will be made by 
capitalising a sum of Rs 3.54 crores 
out of the company's general reserve. The 
bonus shares will rank pari passu with the 
existing shares and be entitled to dividend 
from January L 1970. The company had 
made the last bonus issue, which was in the 
ratio of one share for every eight held in 
December 1968. 

HINDUSTAN LEVER 

The directors of Hindustan Lever Ltd have 
obtained the consent of the controller of 
capital issues to capitalise the share pre¬ 
mium reserve and a part of the general res¬ 
erve by the issue of 2,889,078 bonus shates 
of Rs 10 each. This has been done to bring 
the issued capital in line with the capi¬ 
tal employed in the business. The directors 
propose to convene an extraordinary gene¬ 
ral meeting of the company on IJcccmber 
24, 1969 at which a resolution will be sub¬ 
mitted to capitalise such reserves and to 
issue ordinary shares on the basis of one 
new ordinary share of Rs 10 for every four 
of the present issued ordinary shares held. 
The new ordinary shares will rank equally 
for all purposes with the present issued 
ordinary shares except for the interim divi¬ 
dend for the year 1969, which has already 
been declared and paid. 

SHRIRAM BEARINGS 

Shriram Bearings Limited reported a 
gross profit of Rs 25.38 lakhs for the 
year ended June 30, 1969 as against Rs 
Rs 2.33 lakhs last year. Sales have ri.scn 
from Rs 1.32 crores to Rs 1.66 crores. 
After providing to Rs 11.02 lakhs for depre¬ 
ciation the profit is Rs 14.35 lakhs against 
a loss of Rs 13.28 lakhs in the previous 
year. After adjusting the loss and other 
items there is a surplus of Rs 2.85 lakhs 
which has been transferred to general 
reserve. The directors attribute the steep 
rise in earnings to higher level of produc¬ 
tion and safes following a recovery in the 
economy. The operations in the current 
year so far have shown further improve¬ 


ment. The company will be installing .some 
more machines to step up production and 
sales. 

ASHOK LEYLAND 

Ashok Leyland Ltd has announced that 
there was an increase in vehicle and engine 
deliveries during the year ended September 
30, 1969. Despite the recurring shortage 
of production materials throughout the 
year, the company was able to register a 
slight increase in production of chassis 
over last year. Deliveries to dealers in¬ 
creased by 21 per cent compared with the 
previous period and deliveries to state 
road transport undertakings and projects 
did not lag behind previous year's perfor¬ 
mance. The year under review was marked 
by good reception of the Jumbo six-wheel¬ 
ed dump truck, a number of which were 
delivered to cement plants and other big 
projects. Equally encouraging were the 
deliveries of Ashok Leyland industrial 
engines. The recently introduced Ashok 
Leyland marine engines arc having encou¬ 
raging demands from the fishing industry 
as well as from port tru.st, harbours and 
inland w-aterways departments. Demand 
for heavy-duty vehicles is picking up and 
the company hoped that during the year 
1969-70, the demand will further improve. 
Increase in production in general was aided 
by Ennorc Foundries Ltd w^hich has been 
making steady progress. 

SCINDIA STEAMSHIP 

The Scindia Steam Navigation Co Lid, 
has decided to develop its bulk carrier fleet 
and limit for the time being, its line activi¬ 
ties with a view to increasing earnings to 
offset rising costs of operations. The 
chairman of the company stated recently 
that a bulk carrier of 53,340 DWT has been 
purchased and commissioned recently 
and the company proposed to purchase an¬ 
other carrier. The company has placed 
orders for eight ships of 13.500 DWT 
each with the Rostock Yard in German 
Democratic Republic. The first of these is 
expected to be delivered by April, 1970. 
Three more are expected to be completed 
before January, 1971. The remaining 
four ships, which will have additional 
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modern feature arc expected to be delivered 
during 1971-7Z The company has also 
placed orders for two ships of 16,500 DWT 
each with a firm in West Germany. These 
are expected to be delivered during 1971. 
Following the recent revaluation of D- 
Mark, the price of these vessels were ex¬ 
pected to go up by about 8.5 per cent in 
terms of rupees. The chairman has sugges¬ 
ted that the government should release at 
least 20 per cent of the cost of ships in 
foreign exchange as down payment to ship¬ 
owners as it is becoming exceedingly diffi¬ 
cult to finance ship purchases from the 
international market. ^ 

J.K. CHEMICALS 

J.K. Chemicals Ltd, proposes to set up 
a distillery near Jaipur for the manufac¬ 
ture of potable liquors. The company has 
been granted a licence for the purpose. 
The capital cost of the project is estimated 
at Rs 33 lakhs. The demand for the com¬ 
pany’s main product, sodium hydrJspL 
phitc, continued to be encouraging through¬ 
out 1968-69 and this trend is expected to 
continue in the current year. Sales of 
jekolite also showed o considerable 
increase over the previous year, while that 
of siiF>erphosphatc has been maintained at 
more or less the same level. The directors 
have pointed out that the company's opera¬ 
tions were affected as a result of a power 
cut of 16 per cent imposed from November 
4, 1968 and which was extended beyond 
the end of the financial year. This coupled 
with the non-supply of certain indigenous 
inputs though committed had an adverse 
impact on production. 

J.L. MORISON 

J.L. Morison. Son and Jones (fndia) 
has reported satisfactory performance 
during the current year and sales in 
the first ten months of the year have 
amounted to Rs 2.20 crores compared to 
Rs 1.92 crores in the same period of 1968. 
The turnover for 1969 is expected to be 
about Rs 2.70 crores. The managing 
director of the company stated that profits 
are moving consistently with the turnover. 
He added that despite the rise in wage bill 
and other costs^the result for the current 
year arc expected to be satisfactory. The 
company's project at Bangalore has 
made good progress. Land has been 
acquired and oonstruction of the factor;^ 
building has commenced. The plant 
having a capital outlay of about R$ 18 
lakhs is expected to go on stream by 
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a popular stylist 


his styles are the dream; 

he lends the town a'hooting; 
his models are the cream; 

GWALIOR SUITING 

GWAUim •UmNO'^MEN ARE MEN WHO HAVE AN BYE OE OEIQINAUTY 



AVAILABILE IN DELHI AT: 

Mins* Rcfail Deot» A-2St Connaught Place; Sylco, 11-E, Connaught Place; Bhaglrathmal A 
Sons, Opp. Bank of India, Chandnl Chowk; Rajkamal Emorium, 113-B, Kamla Nagar and other 
leading etom. 

DISTRIBUTORS : Hariram Banarsidass. Katra Naya ; Gupta Bros., Katra Naya ; Nandlal 
Haraarain, Chandoi Chowk; Pindidass Shani & Sons, Katra Ashrafi; S. R. Traders, Katra Moti ; 
Kalasingh A Sons, Katra Subhash; Lucky Silk Store, Katra Rathi; Anand Prakash A Sons, 
Nai Sarak; Mahindra Cloth House, Chandni Chowk; Ganpatrai Jagdishnaraio, Katra Marwari ; 
Sumer Chand Jain, Katra Shahanshahi; Rugganmal Puranchand, Katra Choban; Shiva Textile, 
Katra Naya, Chandni Chowk, Delhi. 

AGENTS’! Oangabishan Bhasin, Krlshan Gali, Katra Neel; S. K. Traders, Katra Neel, 
Chandni Chowk, Delhi. ' 
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YES! 

You can obtain 
Product Improvement 
with Cost Reduction 
in your industry 
with 
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EXIRUSIONS 

Lightness* corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HINDALCO Aluminium 
Extrusions. There are endless applications 
in every industry using fabricated metal 
shapes as components of assembly. A sin¬ 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed In a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams. H-sections. hollow shapes 
or semi-hollow shapes or special shapes. 

A/Vhy not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? It will pay you handsomely to 
do so! Please write to: 

HINDUSTAN UUMINIUM 
CORPOMTION LTD. 

Works: Renukoot, U.P. 

Offices: BOMBAY 
JELHI-CALCUTTA-MADRAS, 
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the third quarter of 1970. Initially the 
company will expand the capacity of 
its present manufacturing lines such as 
plastic products. Later it will take up 
production of surgical sutures and cos¬ 
metics. The company proposes to shift 
its registered office from Bombay to 
Bangalore. 

tNDIAN ORGANIC 

Indian Organic Chemicals Ltd proposes 
to issue rights equity shares worth Rs 70 
lakhs in the ratio of one share for every 
share held with a view to raising a portion 
of the capital requirements of the com¬ 
pany's polyester fibre project at Madras, 
In respect of these proposed rights 
shares, a sum of Rs 25 per share will be 
payable with application and Rs 25 on 
allotment. The balance will be payable in 
two instalments at intervals of not less than 
three months. The new shares will not 
rank for dividend for any period prior to 
March 31. 1972. The rights issue forms 
part of the proposal to raise the company's 
equity capital from Rs 70 lakhs to Rs 3.50 
crores by issuing 280,000 equity shares of 
Rs 100 each. The company will also issue 
100,000 preference shaies of Rs 100 each. 

AIR CONTROL And ENGINEERING 

The Air Control and Engineering Co. 
Ltd hopes to achieve a position of sound 
economic performance shortly. It has 
been pointed out that since the last four 
months, the position of the order book 
had considerably improved. Orders worth 
Rs. 80 lakhs were on hand. If this trend 
continued, further orders could be 
expected before this year ended which 
might improve the working of the com¬ 
pany. The company had also received good 
enquiries for exports of its products. The 
chairman recently indicated that the com¬ 
pany had been satisfying the need for 
special types of fans required by several 
industries like cement, fertilisers, plastics, 
chemicals etc. 

EXCEL INDUSTRIES 

The foundation stone of phosphorous 
plant of Excel Industries Ltd was laid at 
Bhavnagar on November 20, J969. The 
plant will be designed in the first instance 
to produce 2,500 tonnes of phosphorus per 
annum using rock-phosphate from Rajas¬ 
than and will be expanded to double the 
capacity in the second phase. The power 
requirements are heavy and favourable 
terms for power are expected from the 
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Gujarat Electricity Board. The plant is 
expected to go into production within a 
year. 

BASF INDIA 

The directors of BASF India Ltd have 
reported during the year ended June 
30, 1969. that trial runs of the company’s 
new styropor plant at Thana, near Bom¬ 
bay, commenced recently. The com¬ 
pany’s sales have risen to Rs 1,24 crorcs 
during 1968-69 from Rs 1.12 crorcs in 
1967-68 and the gross profit to Rs. 19.52 
lakhs from Rs 18.41 lakhs. The provision 
for depreciation is Rs 11.72 lakhs, and 
development rebate reserve Rs 4.85 lakhs. 
After certain adjustments a sum of Rs 4.33 
lakhs has been transferred to general re¬ 
serve. The equity dividend of five per cent 
absorbing Rs. 4.29 lakhs is to be paid 
from the general restive. 

CAUVERY SUGARS 

Cauvery Sugars and Chemicals Limited 
has recorded a net profit of Rs 7.80 lakhs, 
before taxation and after depreciation 
during the year ended June 30, 1969 as 
against Rs'39.68 lakhs last year on account 
of labour trouble, lower recovery and de¬ 
clining open market prices for sugar. The 
dividend on equity capital has however, 
been raised marginally to nine per cent, 
taxable, from 8.5 per cent last year. The 
provision for taxation is Rs 1.91 lakhs 
while the transfer to general reserve is Rs 
52,000. Development rebate reserve gets 
Rs 22,000. 

INVESTMENT CORPORATION 

The Investment Corporation of India 
Ltd is seeking to reshuffle the portfolio of 
its investments in favour of shares of com¬ 
panies which offer a higher return, but a 
limitation to the achievement of this aim is 
the share markets’ capacity to absorb the 
corporation’s offerings. The problem, as 
highlighted by the chairman of the corpo¬ 
ration, was that even small offerings tended 
to depress the market quotations for a 
number of shares. 

SOUTH INDIA STEEL AND SUGARS 

South India Steel and Sugars Ltd, during 
the year ended June 30, 1969, has recorded 
an increase in the net profit, before taxation 
and after depreciation, to Rs 52.92 lakhs as 
against Rs 43.92 lakhs in 1967-68. There 
was a further improvement in earnings of 
the sugar division to Rs 50.99 lakhs from 
Rs 44.24 lakhs while (he steel division’s 
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earnings amounted to Rs 1.92 lakhs against 
a loss of Rs 32,547 in the previous year. 
The amount provided for taxation is Rs 
24.50 lakhs while the transfer to general 
reserve is Rs 16 lakhs, tlic dividend 
on equity capital has been raised to 12 per 
cent, taxable, from 7,5 percent, last year* 
The disposable profits for 1967-68 were 
utilised for wiping out the debit balance 
brought in from earlier years and the pay¬ 
ment of arrears of dividends on the prefe¬ 
rence shares for five years apart from the 
equity dividend. 

APOLLO HILLS 

The directors of the Apollo Mills Ltd, 
arc considering a scheme of am ilgamation 
of the company with a suitable unit us a 
means of securing finance to diversify the 
activities of the former and effect a change 
in its production programme. The move 
is intended to enable the company to 
produce high-priced textiles in its effort 
to arrest losses and earn a profit. The 
directors have entrusted the work of valua¬ 
tion to the auditois. The company pro¬ 
poses to approach the shareholders for 
their approval when the scheme is finalised. 
The company could not prevent a setback 
last year in spite of the efforts of the 
management. 

SHREE VALLABH GLASS 

Shree Vallabh Glass Works Ltd, has 
shown a rise in sales during 1968-69, at 
Rs 1.33 crores, from Rs 1.09 crorcs in the 
previous year. The gross profit has in¬ 
creased .substantially to Rs 12.87 lakhs, 
from Rs 2.94 lakhs in the previous year. 
However, the directors have not recom¬ 
mended any dividend on ordinary shares. 
Allocations were: Rs 30,000 for managing 
directors' remuneration, Rs 9.95 lakhs 
for depreciation and Rs 1.95 lakhs for 
development rebate reserve. The net 
profit amounts to Rs 67,191 for 1968-69 
compared to the net loss of Rs 5.65 lakhs 
in the previous year. 

BURRAKUR COAL 

Burrakur Coal Co Ltd, has declared a 
total dividend of 12 per cent, including 
five per cent interim on ordinary shares 
for the year ended June 30, 1969. After 
meeting all charges and providing Rs 2.39 
lakhs as managing agents’ commission, 
Rs 23.29 lakhs for depreciation Rs 7 lakhs 
for taxation and Rs 9.86 lakhs for statutory 
development rebate reserve, the company 
has earned a profit of Rs 16.72 lakhs during 



1036 


EASTERN ECONOMIST 


Novemlw 28« 1969 


the year. Of this, R$ 8.11 lakhs has been 
transferred to general reserve, while (he 
interim dividend at five per cent absorbs 
Rs 6.06 lakhs. The final dividend at 
seven per cent on ordinary shares consumes 
Rs 8.49 lakhs. The directors have drawn 
Rs 2.36 lakhs from statutory development 
rebate reserve and Rs 5.89 lakhs from 
reserve for investment. Sales increased 
toRs 647.17 lakhs against Rs522.99 lakhs. 
Raisings and despatches of coal improved 
to 1,383,000 tonnes from 1,269,000 tonnes 
and 1,367,000 tonnes from 1,292,000 
respectively, while the production in¬ 
creased by about 100,000 tonnes following 
the reorganisation and rationalisation 
programme of the collieries. 

INDIAN DETONATORS 

Indian Detonators Ltd, has pro¬ 
mising prospects during the current 
year, according to Mr C. C. Desai, 
chairman of the company. He indicated 
recently that the company’s explosive unit 
at Rourkela was expected to go into pro¬ 
duction by the end of this year. Its PETN 
plant would also commence production 
by the end of the current year. The 
company’s sales in the first quarter of the 
current year amounted to Rs 86.87 lakhs 
against Rs 84.68 lakhs in the corresponding 
period of last year. With the commence¬ 
ment of production of explosives, PETN 
and delay detonators, the final results for 
1969-70 would be better than those for 
1968-69. The company has plans to under¬ 
take the manufacture of exploders in colla¬ 
boration with Schaffers of Austria. It 
also proposes to diversify its activities. 
It has applied to the government for an 
industrial licence for the manufacture of 
propylene oxide and its derivatives. 

ASHOKA CEMENT 

Ashoka Cement Ltd, has recorded 
during the year ended March 31, 1969 
a net loss of Rs 15.71 lakhs compared to 
the profit of Rs 2.87 lakhs in the previous 
year, after providing Rs 16.28 lakhs for 
depreciation. No provision has been made 
for development rebate reserve. The 
directors propose to transfer Rs 19.91 lakhs 
from the general reserve. The capital 
expenditure for the cement division during 
the period from January 1, 1966 to March 
31, 1969, having exceeded the total amount 
of Rs 16.44 lakhs standing to the credit of 
cement expansion reserve, the directors 
have transferred the entire balance to 
:general reserve. They have proposed a 


lower equity dividend of six per cent 
which will absorb Rs 3.60 lakhs. The 
proposed dividends will be paid from the 
general reserve. Production of clinker 
was at 142,000 tonnes and of cement at 
142,000 tonnes. The steel foundry pro¬ 
duction was 1,901 tonnes and despatches 
1,700 tonnes. The steel foundry is expec¬ 
ted to give increased and better quality 
production from the current year. 

GORDON SMITH 

To enable this country to obtain the 
know-how for malting and brewing indus¬ 
tries at reasonable charges and without 
a heavy drain on foreign exchange, Messrs. 
Gordon Smith and Partners, an inter¬ 
nationally known organisation, are estab¬ 
lishing an Indian company to which fees 
will be payable in rupees. When this 
project comes through, there will also be 
a substantial potential for earning foreign 
exchange as this countiy is in a favourable 
position to supply malt to the Asian and 
Middle East markets. It is a timely 
project in the context of the fact that 
need for a balanced food based on higher 
protein content is being Increasingly 
realised. The project will also enable a 
large number of new licensees in the bre¬ 
wery industry to profit from the latest 
know-how developments available. The 
company will also be in a position to 
provide detailed drawings and designs for 
the indigenous manufacture of plant and 
equipqicnt. 

CAPITAL AND BONUS ISSUES 

Consent has been accorded to 17 com¬ 
panies to rai.se capital amounting to over 
Rs 10.23 crores. Nine of them are to issue 
bonus shares. The amount of bonus shares 
ranges between Rs 1 lakh and Rs 2.39 
crores. The consents are valid for 12 
months. The following are the details : 

Obeetce Private Ltd, Mirzaptir (UP), 
has been accorded consent to capi¬ 
talise Rs 5,20,(XX) out of its general 
reserve and issue fully paid equity shares 
of Rs 10 each as bonus shares in the ratio 
of four bonus shares for every equity share 
held. 

The Phoenix Mills Ltd, Bombay, has been 
accorded consent to capitalise Rs 8,00,000 
out of its general reserve and issue fully 
paid equity shares of Rs 100 each as bonus 
shares in the ratio of one bonus share for 
every eight equity shares held. 

Neo-Phorma Private Ltd, Bombay, has 


been accorded consent to capitalise 
Rs 6,00,000 out of its general reserves and 
issue fully paid equity shares of Rs 100 
each as bonus shares in the ratio of one 
bonus share for every two equity shares 
held. 

Dey’s Medical Stores (Mfg) Pvt» Ltd, 
Calcutta, has been accorded consent to 
capitalise Rs 20,00,000 out of its general 
reserve and issue fully paid equity shares 
of Rs 1,(X)0 each as bonus shares in the 
ratio of one for every equity share held. 

Mercury Paints and Varnishes Ltd, 
Bombay, hss been accorded consent to 
capitalise Rs. 1,00,000 oiA of its general 
reserves and issue fully paid equity shares 
of Rs 10 each as bonus shares in the ratio 
of one bonus share for every nine equity 
shares held. 

The Sendra Bansjora Colliery Company 
Ltd, Calcutta, has been accorded consent 
to capitalise Rs 7,50,000 out of its general 
reserve and issue fully paid equity shares^ 
of Rs 1(X) each as bonus shares in the ratio 
of three bonus shares for every two equity 
shares held. 

Gujarat Industrial Investment Corpora¬ 
tion Ltd, Ahmedabad, having a paid-up 
capital of Rs 70 lakhs has been accorded 
consent to issue bonds of the value of 
Rs 250 lakhs—with a power to retain 
10 per cent oversubscription, if any—for 
cash fat an issue price of Rs 99.50 per cent) 
carrying rale of interest at 6 per cent per 
annum and redeemable after 12 years. 

Peirce Le.s]ie India Ltd, Cochin, has been 
accorded consent to issue further capital 
of Rs 34.60 lakhs divided into Rs 19.60 
lakhs in equity shares of Rs 10 each and 
Rs 15 lakhs in 9.3 per cent cumulative 
preference shares of Rs 100 each and 
redeemable after 12 years but before the 
expiry of 15 years. All the shares will be 
offered for public subscription. The pro¬ 
ceeds are to be utilized for providing work¬ 
ing capita] after discharging debts due to 
the company’s foreign collaborators, 
namely Peirce Leslie Sc Company Ltd., 
London. 

Kirloskar Pneumatic Company Ltd, 
Poona, having a paid-up capital of 
Rs 99,28,900, has been accorded consent 
to issue further share capital of Rs 40,71,100 
(npminal) divided into 40,711 equity shares 
of Rs 1(X) each to be issued as rights shares 
foe carii at a premium of Rs 50 per share. 



N^veoibar 28, 19tfi 

Tho proceeds of the issue are to be utilised 
for finaocitis a part of the company's 
requirements fof expansion and also manu¬ 
facture of new items such as high capacity 
air and gas compressors, etc. 

The Great Eastern Shipping Company 
Ltd., Bombay, has been accorded consent 
to capitalise Rs 2.39,53.130 out of its 
general reserv'es and issue fully paid equity 
shares of Rs 10 each as bonus shares in the 
ratio of one bonus share for every equity 
share held. 

Swastik Textile Trading Company Pri¬ 
vate Ltd, Ahmedabad, has been accorded 
consent to capitalise R$ 6.00.000 out of its 
[general reserve and issue fully paid equity 
shares of Rs 500 each as bonus shares in 
the ratio of one bonus share for every three 
I equity shares held. 

Larsen &. Toubro Ltd, Bombay, has 
been accorded consent to capitalise 
Rs 36,30.000 out of its free reserves and 
issue fully paid equity shares of Rs 10 
each as bonus shares in the ratio of one 
bonus share for every ten equity shares held. 

Escorts Ltd, Rosbanara Road, Delhi, 
has been accorded consent to issue capital 
of Rs 75,000 divided into 750 nine per 
cent cumulative redeemable preference 
shares of Rs 100 each redeemable after 
five years from the date of issue. These 
shares are to be issued to Messrs. Sudd 
Kolbenbolzcnfabrik Gmbtt, West Germ¬ 
any, against supply of their technical know¬ 
how, drawings and designs. 

Escorts Tractors Ltd, Delhi, has been 
accorded consent to the issue of capital 
of Rs 2,50,00,000 divided into 2,50,000 
equity shares of Rs 100 each. Out of the 
above, shares of the value of Rs 150 lakhs 
would be subscribed by Messrs. Escorts 
Ltd., for cash at par and shares of the 
value of Rs 100 lakhs would be subscribed 
by Messrs, Ford Motor Company of 
USA partly for cash and partly for other 
than cash against the supply of plant/ 
machinery. 

The General Electric Company of Imlla 
Ltd, Calcutta, having a paid-up capita] of 
Rs 125 lakhs, has been accorded consent 
to issue further capital of Rs 52,50,000 
divided into 5,25,000 equity shares of 
Rs 10 each to be issued at par to the ahare- 
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holders of Associated Electrical Industry 
Ltd. in terms of the Calcutta High Court 
order dated February 27, 1959, approving 
the scheme of amalgamation. 

The New Great Insurance Company Ltd., 
Bombay, has been accorded consent to 
capitalise Rs 5,00,000 out of its general 
reserve and utilise the same in raising the 
paid-up value of each share from Rs 20 
to Rs 25 per share by crediting Rs 5 per 
share. 

Kalyanpur Lhne Cement Works Ltd. 
C^ilcutta, has communicated lo govern¬ 
ment of its propoal to issue capital of 
Rs. 60 lakhs in equity shares of Rs 10 each 
for cash at par, to be offered lo its existing 
shareholders on rights basis under clause 5 
of the Capital Issues (Exemption) Order, 
1969. The proceeds are to be utilized to 
meet capital expenditure and working 
capital. 

LICENCES AND LETTERS OF INTENT 

The following licences and letters of 
intent were issued under the Industries 
(Development and Regulation) Act 1951 
during the weeks ended August 9 to 
August 23, 1969. The list contains the 
names and addresses of the licensees, 
articles of manufacture, types of licences— 
New Undertaking (NU); Substantial Ex¬ 
pansion (SE); New Article (NA); Carry on 
Business (COB); Shifting—and annual 
installed capacity 

During the Weeks ended 
August 9 to 23. 1969 

LICENCES ISSUED 
Electrical Equipment 

M/s Automatic Electric (P) Ltd.. Recti¬ 
fier House 570, Naigaum Cross Road, 
P. O. Box No. 7503. BombayOl. (Maha¬ 
rashtra)—Dynamo Condenser Exploders-- 
1,500 nos (On maximum utilisation of 
plant and machinery)—(NA). 

Machine Toots 

M/s Pioneer lEquipment Co. .(P) Ltd., 
139, Medows Street, P. B. No. 1909, 
Bombay-]. (Gujarat)—Sand Driers —36 
nos; Vibratory Knockouts—36 nos; Lump 
Breakers—20 nos; Core Blowrs— 
40 nos—(NA).; Sand Mixers-“-66 nos; 
Sand Aerators—66 nos; Sand Sieving 
Machines—66 nos; Ladles 150 nos; 
Shot Blasting Machines 30 nos; Die 
Casting Machines 30 nos; Dies for 
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Die Casting Machines—Rs 30 lakhs worth 
of dies--<SE). 

Chemicals 

M/s Polychcm Ltd., 7, Jamshed Tala 
Road, Churchgate Reclamation, Bombay- 
20 (Maharasthra)— Styrene menomor 
1,400, tonnes capacity after expansion— 
(SE) 

M/s Hindustan Gas & Industries Ltd., 
“Industry House”, 10, Camac Street, 
Calcutta-16—Shifting a part of factory 
from Calcutta to Durgupur. Tho capacity 
at Calcutta and Durgapur after shifting 
will be : Calcutta: Oxygen—3556000 Cu. 
metres; Acetylene—732000 Cu. metres; 
Nitrogen—425000 Cu. metres; Argon— 
106000 Cu. metres; Durgapur: Oxygen— 
864000 Cu. metres (60m 3x7200 hrs.); 
Acetylene—288000 Cu. metros p.a. (4Qm3x 
lx 7200 hrs)-^<Shifiing). 

'lextiles 

M/s Jugilal Kamlapat Jute Mills Co. 
Ltd., Kamla Tower, Kanpur. (West Bengal) 

- Jute carpet backing cloth -50 broad- 
looms to produce 2,540 tonnes of carpet 
backing cloth. (The total capacity after 
expansion will be 100 broadlooms). (SE). 
M/s Naihati Juic Mills Co. Ltd., 33, 
Netaji Subhas Road, Calcutta. (West 
Bengal)—Jute carpet backing cloth- 50 
broadlooms to produce 2.540 tonnes of 
carpet backing cloth. (The total capacity 
after expansion will be 150 broadlooms); 
(SE); M/s Barnagore Jute Factory Co. Ltd., 
4. Clive Road, Calcutta. (West Benga1>-- 
Jute carpet backing doth—120 broad- 
looms to produce 6096 tonnes of carpet 
backing cloth—(SE); M/s Caledonian Jute 
Mills Co. Ltd., 9, Braboume Road, 
Calcutia-1, (West Bengal)—Jute carpet 
backing cloth—50 broadlooms to produce 
2540 tonnes of carpet backing cloth. (The 
total capacity after expansion will be 
100 broadlooms)—(SE); M/s Nuddea 
Mills Co. Ltd., 2, Fairlie Place, Calcutta-1. 
(West Bengal)—Jute carpet backing cloth 
' 400 broadlooms to produce 5080 tonnes 
of carpet backing cloth. (Total capacity 
after expansion will be 130 broadlooms); 
(SE). 

Sugar 

M/s Vishwas Sahakari Sakhar Karkhana 
Ltd., Yashwantnagar, Post Shirala, DIstt. 
Sangli. (Maharashtra)—Sugar: Cane crush¬ 
ing capacity 1250 tonnes per day (NU); 
The Chief Promoter, The Satara, Sahakari 
Sakhar Karkhana Ltd., Office: Sivaji 
Circle, Satara. (Mahara$htra>-^ugar ; 
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Ciine crushing capacity 1,250 tonnes 
per day—(NU). 

Food Processing Industries 

Jawalapnisad Sikaraia & Co., 31/4, 
Durgacharan. Mittcr Street, Calcutta. 
(Orissa)—Wheal Products—14,400 tonnes 
(COB); M/s Capital Flour Mills (P) 
Ltd., A-171, Defence Colony, New Delhi. 
(Haryana) — Wheat Products — 30,000 
tonnes (COB); M/s Siliguri Flour Mills 
(P) Ltd., Sevoka Road. Siliguri. (West 
Bengal)—Suji, Flour; Atla and Bran 
3.000 tonnes (COB); 

LETTERS OF INTENT 

Metallurgical Industries 

M/s Luliubhai Aniinchand (P) Ltd., 
(TuIk division), 104, Sion-Matunga Estate 
Sion. Bonibay-22. (Maharashtra)—Alumi¬ 
nium Monoblock Bottles -2.7 million 
nos—(NA); Aluminium collapsible Tubes 
and Rigid Containers- -31.57 million nos. 
(SE). 

Electrical Equipment 

M/s Larsen & Toubro Lid., L & T 
House, DougaJI Road, Ballard Estate, 
Bombay, (Maharashtra)—Moulded Case 
Air Circuit Breakers up to 1000 amp. 
rating 500 Volts. 5000 nos. on maximum 
utilisation of plant. —(NA). 

Telecommunications 

M/s Semiconductors Ltd., Radio House 
(5th floor) 6, Rampart Row Fort, Bombay 
(Maharashtra)—Radios—40,000 nos.; In¬ 
ter Communicating Equipment—3,(X)0 nos: 
Hi-Fi Stereo Fxiuipment—^2,000 nos.; 
Hearing Aids—2,000 nos.; Electronics 
Equipment like power tracks etc-—20,000 
oos.; Voltage dependents Resistors— 

I million nos. —(NA). 

Transportation 

M/s Elecon Engineering Co. Ltd., 
Vallabh Vidyanagar, (Gujarat)—RaiJway 
Wagon Shunting Units (locos) in the 
range of 32 to 65 HP—50 Units (NA). 

Instruments 

Andhra Pradesh Industrial Devefopnieni 
Corporation, B-1-174. Fateh Maidan Rd 
Hyderabad (Andhra Pradesh)—Vernier 
Slide Calipers-16,000 pcs.; Micrometers- 


24,000 pcs.; Dial Gauges—4,(X)0 pcs: 
—Total value Rs 43 lakhs—(NU), 

Chemicals 

M/s Tala Fison Industries Ltd., 21, 
Ravelin Street, Fort, Bonibay-l. 
(Maharashtra)—Sumition—100 tonnes 
(NA); M/s National Peroxide Ltd; 
Neville House Graham Road, Ballard 
Estate. Bombay, (Maharashtra)—Manu¬ 
facture of Hydrogen Peroxide upto 6000 
(35. per cent w.w.) tonnes per annum by 
Auto Oxidation process. (SE); M/s Sturdia 
Chemicals Ltd; Neville House, Graham 
Rd; Bombay-1. (Maharashtra--Ciiric 
Acid—1500 tonnes'~{N A); M/s Bayer 
(India) Ltd., 82, Vimariman Road, P. B. 
No. 1436, Bombay-1. (Maharashtra)— 
Folithion—100 tonnc.s --(NA); M/,s The 
Ahmedabad Manufacturing & Calico 
Printing Co. Ltd., (Calico Chemicals & 
Plastic Division), Anik Chamber, Bombay- 
74 (AS) (Maharashtra)—High Nitrogen 
Gas—Capacity increased to 360,000 cubic 
meters for captive consumption (SE); Aral 
Electro Chemicals (P) Ltd., 311/3, Rakhial 
Road, Ahmcdabad*2]. (Gujarat)— 
Hydrogen Peroxide—8(X) tonnes —(SE). 

Drugs and Pharmaceuticals 

M/s Gulikips Private Ltd., Aladre 
(W. Railway) Distt. Baroda, (Gujarat)— 
2 piece empty hard gelatbc capsules 
capacity increased from 150 million to 
350 million capsules (SE); Shri Madan Jit 
Singh, 1578, Bhagirut Palace, Delhi- 
Isotonic Sol. 5 per cent Glucose; Isotomic 
Sol 0.9 per cent Sodium Chloride; 
Hypertonic Sol. of 5 per cent gluco.se 
in N. Saline; Hypertonic Sol. of 
10 per cent glucose; Hypertonic Sol. 
of 15 per cent glucose; Hypertonic Sol. 
of 20 per cent glucose; Hypertonic 
Sol. of 30 per cent glucose —1.2 million 
bottles of 500 ml. capacity filled with 
respective Transfusion Solution. (NU). 

Sugar 

Shri G. B. Jadhav, Chief Promoter. 
The Chikodi, Raibag and Athani Taluk 
Rayats Sahakart Sakhar Karkhana Niya- 
mit, Raibag P. O. Rudchi, Belgaum. 
(Mysore)— Cane Crushing Capeity 1250 
tonnes per day—(NU); Shri V. K. Chavan 
Patil, Chief Promoter, Proposed Daulat 
Setkari Sahakari Sakar Karkhana Ltd., 
Yeshwant Kagar, Talului Chapdgad, Distt. 
Kolhapur (Maharashtra)—Sugar--<toe 
crushing opacity 1250 tonnes per day^ 
(NU): Shri Dudbganga Vedganga Sahakari 
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Karkhana Ltd.,Bidri(Mouninagar)»Taliika 
Kaggal, Distt. Kolhapur. (Maharashtray— 
Sugar : Cane Crushing Capacity increased 
from 1000 tonnes to 1750 tonnes per day-— 
(SE). M/s Malava Sugar Works Co. Ltd., 
Through the Managing Agents: M/s 
Karam Chand Thapar & Bros (P) Ltd., 
25, Braboume Road, Calcutta-1 (Pujqjab)— 
Sugar—Cane Crushing capacity increased 
from KKX) tonnes to 1500 tonnes per day 
(SE); M/s South India Steel Sugars Ltd., 
99, Armenian Street, Madras-1. (Madras)— 
Sugar: Cane Crushing capacity increased 
from 1250 tonnes to 1,500 tonnes per day - - 
(SE). 

Food Processing Industrl^' 

M/.s Kaira Distt. Co-operative Milk 
Products Union Ltd., Anand, Distt. Kaira. 
(Gujarat)—High Protein and Weaning 
Foods—6,000 tonnes —(NU). 

Rubber Goods 

M/s Nanco Rubber & Plastics Ltd., 
P. B. No. 1661, A. T. T. Colony, Coimbtw 
tore. (Madras)—Rubber Apron Bands— 
45,000 running metres—(NA); M/s L. G. 
Varadarajulu, India House, Trichy 
Road, Coimbatore. (Madras —Reclaimed 
Rubber—2,500 tonnes—(NU). 

CHANGE IN NAMES 
(Owners/Undertakings) 

(Information pertains to particular licences^ 
only) 

M/s Universal Radiators to M/s Univer¬ 
sal Radiators Private Limited. 

LICENCES REVOKEO/SURRENDERED 

(Information pertains to particular licences- 
only) 

M/s Punj Sons Private Ltd..*—Refrigera¬ 
tors and their components; M/s Secthai 
Mills Ltd—Cotton Yam; M/s Khasi 
Forests Chemical Industries—Pioene; 

M/s Swadeshi Mills Co. Ltd.—Lamina¬ 
ted Plastics; M/s Swasttk Rayon Mills(P> 
Ltd. >-Cotton Yam; M/s Raptakos Breer A 
Co. Pvt. Ltd.—Adeettes Dragcs; Shri 
R. T. Kriplani, M/$ Industrial Cranes and 
Fabricators Ltd.—jjpranes, Steel Structural^ 
and Winches; M/s Birla Cotton Spg, A 
Wvg. Mills Ltd.-<-Cotton Yarn; Shri S. C. 
Bose*-Rubber and Canvas Footwear; 
M/s Jugilal Kamlapat Jute Mills Co. Ltd- 
Union Fabrics: M/s Glaxo Laboratories 
(India) Ltd.—Dehydroemethine Hydro¬ 
chloride Ampoules. 
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TATA CHEMICALS LIMITED 


Following is the speech delivered by the Chairmen, Mr. J. R.D. Tata, at the Thirtieth Annual 
General Meeting of the Company held at Bombay on 21 November 1969. 


Ladies and Gentlemen, 

Since 1960, I gave up the longstanding practice of opening 
annual general meetings of shareholders with a si^xch and, insteiad, 
expressed my personal views on the Compitny’s progress and 
prospects and on matters of special interest in the form of a Chair¬ 
man’s Statement appended to the Directors* Report. This not 
only siived time at the meetings but also ensured rliat all share¬ 
holders were informed about the Company’s alfairs at the same 
time. If I decided to revert this year, exceptionally, to the earlier 
practice, it is because I hoped that developments during the inter¬ 
vening seven wceks.-would enable me to give you some encouraging 
news regarding our revised fertiliser project and also on our appli¬ 
cation to Government for the expansion of our soda ash capacity 
to 1000 tonnes per day. I am sorry that my hopes have been 
belied and that I am unable, today, to give you any positive news, 
let alone good news, on cither of these two matters. 

In regard to the fertiliser project, the situaton ivmains as 
uncertain as before, while Government's initial reaction to our 
soda ash expansion scheme, which is technically closely integrated 
with the revised fertiliser project, has been a negative one on 
grounds of policy against concentration of large capacity in one 
area and in one group. Government have, however, been good 
enough to give us an opportunity to make a detailed representa¬ 
tion before coming to a iinal decision. Such a representation 
has been submitted, and the case it makes against the applicability 
of the grounds on which the proposals are sought to bo rejected 
is so strong and cogent that there is reason to hope that Govern¬ 
ment will in the end approve of our proposals. In these uncertain 
days, however, there is every justification for being cautious in our 
expectations, however soundly based they may be. 

In reporting to you today on the state of the Company’s af¬ 
fairs, I find Dxyself in the paradoxical position of having to paint 
for you a picture that is both bright and gloomy. On the one 
side, as you will have seen from the Report and the Accounts 
for the year under review, your Contpany once again made subs¬ 
tantial progress both in its financial results and in the scale of its 


operation, thus enlarging still further the scope of its service to 
the country, to coiisuincis, employees, shareiiolders and com¬ 
munity. What is even more gratifying is the fact that the year’s 
excellent results were achieved inspite of severe drought condi¬ 
tions, with which Mitiuipur has now learned to live, as well as of a 
scrions set-back in the olf-takc of pesticides. 

On the other side, tlierc is our failure to obtain from Govern¬ 
ment the support for our fertiliser and expansion projects which, 

I feel, wc so richly deserve not only becaasc of their economic 
soundness and the benefit they would extend to the country, but 
on the ground of our past record of pciformancc. Of all the 
industrial concerns in tlic country, i>erhaps none has shown greater 
self-reliance in des'cloping truly indigenous expertise and capability 
in the design, engineering, construction and operation of soda 
ash and allied plants. Nor has any shown greater conscious¬ 
ness of Industry’s social obligations cither in its dealings with la¬ 
bour or its community welfare activities or in consistently charg¬ 
ing, at considerable financial sacrifice, lower prices for its products 
than its competitors or in other forms of .service to the country 
and the community. One would have hoped tl\at recognition by 
Government of good and honest performance in a private sector 
enterprise would not be considered incompatible with socialism. 

Government spokesmen have repeatedly assured us and others 
(hat their economic policies and decisions are not influenced by 
ideological or political considerations. It is difficult to reconcile 
this assurance with the denial to a Company such as ours, of the 
opportunity lo put to full use its expertise and its large technical 
and financial resources to produce for the country basic |>roducts 
for which there is u dire need. 

If, in recent years, India became self-sufficient in soda ash, it 
was largely because of the contribution made by Tata Chemicals 
to the total production of the country. Not content with 
this, your company had in the past year initiated 
vigorous steps to export soda ash even at a loss as a 
means of earning foreign exchange for the country. Today 
there are unmistakable signs of a soda ash shortage developing 
in the country, and instead of earning foreign exchange from ex- 
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ports i»f soda ash, India may now have to spend foreign exchange 
on imports. 

In the circumstances, the project to increase the capacity of 
the Mitluipiir plant to 1000 tonnes a day would be clearly in the 
country’s interests, particularly as the additional capiicitycan be 
installed in half the time and at a fraction of the cost, both in 
RifMJCs and foreign exchange, which it would take to establish 
the same extra capacity elsewhere. 

In regard to fertilisers, f need not repeat here what 1 have 
said on numerous tKcasions during the last two years. It is noth¬ 
ing less than a national tragedy that, despite an acute shortage of 
indigenous fertilisers and with the consequent prospect of mas¬ 
sive impor ts which, during the next five years, will cost the countrs 
as much a.^ Rs. 1.000 crores in foreign cxcliange, not only has our 
\>wn fertiliser project been held up for two years, but uoi a single 
new major fertiliser project has been imdcrtaken during the same 
IxTiod. 

The recent political developments in Delhi have incvjiabJy 
impeded the decision-making machinery of Government at least 
in economic affairs. While we recognise the serious nature and 


potential consequences of this threat to the political stability of 
the country and sincerely deplore it, I feel it is not adequately real¬ 
ised in political circles that the fundamental problems of our 
country arc economic and not political. Every day’s delay in 
taking right decisions incretiscs the magnitude and depth of our 
economic ditlicultics and prolongs the poverty and misery of our 
people. It is today nothing less than a necessity for survival, that 
every thinking person in the country, whether politician, busi¬ 
nessman, industrialist, professional, farmer or w'orkcr, should set 
aside every consideration other than that of the interests of the 
country and its people. 

To the extent that your Company can, and is allowed to, parti¬ 
cipate in the performance of this national task, it will do so to the 

0 

full extent of its ability. No matter how irksome and frustrating 
the barriers and the delays, wc shall, I uni sure, one day play our 
full role in the economic development of India. The opportuni¬ 
ties to continue to serve the country in an honest, socially conscious 
and efficient mamier may be delayed but cannot be for ever denied. 

NOTE : This does not purport to be a record of the proeecd- 
ings of the Annual General Meeting of the Company 
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JUST PUBLISHED 


EXPORT MARKETING OPERATIONS-A CASE 

STUDY APPROACH 


PAOS3S 428 > E'UrJLi ClXyrSt BOUND 
PRICB R«. le-OO 

The cusc approach has gained a widespread acceptance in the academic as well as the practical business 
world. It is an extremely effective method of introducing the students to the complexities of the export marketing 
management process. Recognising the great need for developing Indian cases, extensive case research was 
conducted in the different fields of Export Marketing and the results of these efforts bas e been brought together 
in this book for the first time in the country. 

This book brings together a number of export cases in a systematic manner. It is geared to explore 
the goals, problems and challenges facing the Indian exporter and presents a conceptual framework designed to 
assist him in planning the export marketing operations. 

The book is useful, not only for students of foreign trade and management as a text book but would 
also serve as a good reference book for libraries and universities. The actual exporter will find in the book a 
practical guide. * 


Book your order with : 

The Commercial Manager 
Indian Institute of Foreign Trade 
H-24, Green Park Extension 
New Delhi-\6, 
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FOREIGN COLLABORATIONS 

DURING July-Sept. 1969, 32 cases of foreign collaboration Mkas approved by the government. Eight of these involved financial 
participation also. There were eight collaboration cases with West Germany, five each with the USA, the UK^ Japan and one cac 
with Denmark, Finland, France. East Germany. Hungary, the Netherlands. Italy, Sweden and Switzerland. 

Name of the Indian company Name of the foreign collaborator Item of manufacture __ 

INDIA-UK 


M/s. A. P. V. Engineering Co. Ltd., 
2, Jessore Road, Dum Dum 
Calcutta-28 

M/s. The Chemical Industrial and Pharma¬ 
ceutical Laboratories Ltd., 289, Bellasis 
Road, Byculla, Bombay-8 
Heavy Electricals (India) Ltd., 
Bhopal 

M/s Hindustan Earth Movers Pvt. Ltd., 
Ballard Estate, Bombay-1 
M/s. Jaya-Hind Industries Pvt. Ltd., 
Bombay-Poona Road, Poona-19 


The Coca-Cola Export Corporation, 
14-A, Nizamud-din, West, New-Delhi-13 
(a branch of M/s Coca-Cola Export Cor¬ 
poration, USA) 

M/s Flowmorc Pvt. Ltd., K-40, Connaught 
Circus, New Delhi—(F) 

M/sGhatgc Patil Industries Pvt, Ltd., 
Uchagaon, (Maharashtra) 

Shri Gurpreet Singh, 20A, Aurangzeb Road 
New Delhi-11—(F) 

M/s Shiv Sagar Estates Ltd. 
Sir P. M. Road, Bombay-1— (F) 


M/s Chika Ltd., Vohra House, Behind 
Kamla Market, New Delhi-1—(F) 

M/s NGEF Ltd., Post Box No. 384, 
Bangalore-1 

M/s Otto India Pvt. Ltd., lO-Middleton Row. 
Post Box 9016, Calcutta-16 

M/s Perfect Tractors Pvt. Ltd., The Mall, 
Patiala 

Dr. R. Kwnal, ‘Dil-A-Vcez’ Road No. 11, 
Banjara Hills, Hyderabad (A.P) 

M/s Shalimar Works Ltd., 4, Garden 
Reach Road, Kidderpore. Calcutta-23 
M/s Special Steels Ltd., Dattapara Road. 
Borivli (East), Bombay-92 

Notb: *F* indicates cases involving financial 


M/s. Gravfil Machines Ltd., 19-21, 
Chapel Road, West Norwood, 
London, (UK) 

M/s. Rikcr-Laboratorics, Morley Street, 
Loughborough, (UK) 

M/s. British Insulated Callender’s Cables 
Ltd., UK 

M/s Steelfab Ltd., UK 

M/s Sciaky Electric Welding Machines Ltd., 
UK 

INDIA—USA 


M/s Fairbanks Morse and Co., USA 

M/s Dana Internaiional, 41,000, Bennet 
Road. Toledo, Ohio State, USA 

M/s Hamlin Inc. of Wisconsin, USA 

M/s Hilton Hotels International, USA 

INDIA-WEST GERMANY 

M/s Reifenhaeuser KG, West Germany 

M/s AEG of West Germany 

Dr. C Otto & Comp, GmbH, West- 
Germany 

M/s Rheinstahl Hanomag Akticngesell- 
schaft Hannover-Linden, West Germany 

M/s Linde Guldncr of West German(y 

M/s Ingcnicur-Burc Kort of Hamburg, 
West Germany 

M/s Arbcd S, A., Arbcd Felton & GuiN 
leaume Vereinighte Drahtwerke, West 
Germany 

participation also. 


Filling and capping machines 

Mcdthales and riko spray products 

High voltage capacitors 
Digger and loader units 
Spot and seam welding machines 

Beverages base and concentrates from 
green tea leaves 

Certain types of pumps 
Automobile power take-offs 
Rccd switches and reed relays 
Construction of 400 rooms hotel 

Complete plants for plastic extrusion and 
synthetic fibre and filament spinning 
Silicon power diodes 

Designing and setting up coke and 
bye-products plants, coal and coke 
handling plants including the ancillary 
units 

Hanomag tractors (32 HP) 

Agricultural tractors (15-45HP) 

Kort nozzles 

Various types of steel wires 
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Name of the Indian company Name of the foreign collaborator 


Item of manufacture 


M/s Westwork Engineers Pvt. Ltd., 
Tardeo Road, Bombay-34 


M/s Anand Water Meter Manufacturing 
Co, Mahatma Gandhi Road, Emakulam, 
Cochin-11 (Kerala) 

M/s Beni Ltd., Engineers and Manufacturers 
I. Crooked Lane, Calcutta 
Shri K. T. B. Menon, Gceta Mansion, 
Chromepet, Madras —(F) 

M/s Natanda Ceramics and Industries Ltd., 
91-Dharamtala Street, Calculta-13 
M/s Toshiba Anand Lamps Ltd., Mahatma 
Gandhi Road,Emakulam (Cochin) 


M/s Geeta Engineering Works, Chiinna 
Bhatti, Sion-Chembur Road, Kurla, 
Bombay-70 


Shri D. S. Chohan, 53/6, Western Extension 
Area, Original Road, New Delhi 


M/s B. G. Shirkc & Co., 1205, R. B. 
Aptc Road, Poona-4—(F) 


M/s. Aero Marine Industries (P) Ltd., 
19-Ganapati Nagar, Madras-18 


The Managing Director, Bharat Aluminium 
Co. Ltd., New Delhi 


M/s Gceta Engineering Works Sion- 
Chcmbiir Road, Kurla, Bombay-70 


Shri A. Subramanian, Partner of Sreenivas 
& Co., Tanners & Exporters of Skins 
and Hides, 10-Sydenhams Road, 
Madras—<F) 


M/s Kanthal India Ltd., J, Crooked Lane, 
Calcutta-1 


Shri S. D. Pandya care Mahta Trading Co., 
Avanlikabal Gokhale St. Bombay-4—(F) 


M/s Gewerkschafts, Kcramchcmie, West 
Germany 

INDIA—JAPAN 

M/s Osaka Kiko Co. Ltd., Osaka, Japan 


M/s Jyosan Electric Mfg. Co. Ltd., Japan 

M/s Tokushu Paper Manufacturing Co. 
Ltd., Japan 

M/s Sumitome Shoji Kaisha Ltd., Tokyo, 
Japan 

M/s Tokyo Shibaura Electrical Co. Ltd., 
(Toshiba) Japan 

INDIA—DENMARK 

M/s Norskov Laursen Engineering Co., 
Denmark 

INDIA-FINLAND 

M/s Huhtmak Khotyma Oy of Finland 

INDIA—FRANCE 
M/s Richier International, France 

INDIA-EAST GERMANY 

M/s VEB Sportboot Grosschonua, 
Gennan Democratic Republic 

INDIA—HUNGARY 

M/s Chcmokompicx, Budapest VT, Nepkoz- 
tarsasag-Utja-64, Hungary 

INDIA—NETHERLANDS 

M/s Schcepswerf En Machinefabriek N. V. 
De Bicsbcsch Dordrecht, Neihcriand 

INDIA—ITALY 

M/s G. Fiacconi Export Sri., Itlay 


INDIA—SWEDEN 

M/s Aktiebolaget Kanthal, S-7340], Hal- 
Jstahammar, Sweden 

INDIA—SWITZERLAND 

M/s Associated Industrial Development 
Holdings, S. A. Switzerland 


Acid and alkali resisting compounds and 
mebranes 

KPS type water meters 

Railway signalling equipment 

Recording paper for cardiograph EECr 
echo-sounders, oscilloscopes etc. 
Decorated porcelain tableware 

• 

Mercury vapour lamps 

Trawl winches 


Know-how in regard to aerosal Process 


Tower cranes 


Inflatable lifcrafts 


Aluminium project 


Deck equipment like capstaps, windlasses, 
etc. 


Leather shoes, sandals etc. 


Precision alloy castings 


Carburettors for scooters 
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Setting iip a feitilizer plant? 



P&D can help you 


What i$ it you need?... 
a complete fertilizer plant from planning 
to push button commissioning ? a techno- 
economic feasibility study? a detailed 
PCOject report ? investment analysis ? 
evaluation ot tenders ? a process design ? 
detailed engineering ? fertilizer catalysts? 

Backed by a complement of about 600 
engineers, scientists and technologists, 
800 draughtsmen, nearly 300 backing 
technical staff, about two decades of 


experience in the design and operation of 
large scale fertilizer plants and extensive 
modern research laboratories, the P&D 
Division of PCI is the only organisation to 
take up any assignment pertaining to the 
fertilizer and chemical Industry. 

What makes P&D unique is that the 
expertise in all the dliciplines pertaining to 
the fertilizer and chemical industries is 
available at short notice and without 
involving foreign exchange. 


psdi 


self-reliance In 

fertilizer 

technology 


THE PLANNIN6 
A DEVELOPMENT DIVISION 

CIFT Buildings. P.O. Sindri 
Oist. Dhanbad. Bihar. 

Tala: 6541/4 (Jhana) 

Grams : *PLAN0EV‘ SlNOBt 


Fertilizer corporation of'^inoia^limiteo 


^PO^-69 
































The distinct advantages that only Dunlop 
Hetiflex Hose offers: 

# LIGHT—Less than half the weight and 
much more efficient than any comparable 
alternative. Easier to carry, handle and 
install. 

m FLEXIBLE — Combination of rigid PVC 
spiral fused into soft PVC wail ensures 
excellent flexibility, easy manoeuvrability 
and non-kin^ing. 

# TOUGH—Cttsh and abrasion resistant 
suitable, in m weather conditions. Withj 
stands severity of pressure surges as) 
as absolute vacuum. 

# SAFEInert to a variety of chemfa 
greases and oils. Smooth. non-|Kifl 
surface doesn't peel or flake. 

Available in long continuous lengths in | 
wide range of diameters^ thus eliminatioi 
expense of multiple couplirtgs. ' 


Extremely versatile. Heii^ex ean^ 
much for bulk hafidlliHl of wetp^ _ 
cele. fertilizere. orsfn. eement elurr^t^for j 
' dredging end marine eppUoatlona* 

Suitable for uee in temperatures uptblMfC i 
(140-P). ... W i 

■ii 


INTROOUOtNG 

HEAVY DUTY 

ouujLom 

IHlilLflFLeS ■ 



For gresfer ecoiMmy» 
iMtter. perforfiuuice t 

; Ounlo. India Ltd., und«r licwM. from A. S, ^ 
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It’s tlie 
^made far 
each atlier’ blend 
that set the 
filter trend t 


^ B9lMf^r20 
SOpiorlO 


What Diak^ 

Wills FUter the largest-selling 
filter in all 
Sonth Asia ? 

Unequalled smoking satisfaction, that's 
what. Such satisfaction results only when 
hand-picked Virginia tobaccos are perfectly 
matched with an up-to-date filter...truly 
made for each other. As in Wilis Filter. 
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WITH PARLIAMENT 

THAT MR Inder Gujral, Minister of State in the Ministry of Information and 
Broadcasting, was destined to ovcr-rcach himself was always obvious. That 
he has done so so soon is however due less to his destiny than to himself. It is 
now clear that the mounting agitation against the misuse of AIR by or on behalf 
of the powers that be is building itself up into a powerful democratic resistance 
to a particularly unwholesome trend in the functioning of the central government 
in recent times. 

Mr Gujral is sadly mistaken if he continues to believe that he cum get away 
with a policy of perverliiig the resources of AIR for projecting the factional 
interests of a fragmented politiciil group. The leaders of various opposition 
parlies in Parliament have made it clear that they will not docilely reconcile them¬ 
selves to a situation in which a mass media owned and controlled by the govern^ 
menl, but financed by the taxpayer, is being employed to rrtanage views in smeh 
a way as to strengthen or otherwise prolit a political leadership or hierarchy which 
currently happens to function as the government at the centre. 

It was not perhaps entirely expected by Mr Gujral that his opportunistic 
use of AIR would aihivise and stimulate a widely prevalent desire in the nation 
that AIR should be effectively insulated from governmental interference or other 
political influences through an organisational scl-up designed to ensure its auto¬ 
nomy. Fortunately, he can no longer nurse any illusions on this point since the 
issue is being taken up in Parliament. This is a matter on which it should be 
possible for opposition parties and groups to thrash out a consensus and confront 
the government with a demand for the independent functioning of AIR. It is 
indeed a sorry state of alfairs that it has now become something more .serious 
than a sick joke to suggest that AIR has been deteriorating so fast that what 
was once All India Radio became All Indira Radio only in order to degenerate 
further into All Inder (Gujral) Radio. 

We do hope that Mr Gujral’s doctoring of AIR may end up as a case of some 
good coming out of evil and that Parliament will not miss the golden opportunity 
that it now has of leading informed public opinion in forcing the government to 
accept an immediate and cflTeclive programme for converting AIR into an auto¬ 
nomous corporation which would be freed from ministerial interference with its 
broadcasting programmes. How precisely this autonomy is to be secured consis¬ 
tent with the ultimate accountability of AIR to Parliament and the community, 
is a matter of detail on which both the Chanda Committee and the Administrative 
Reforms Commission have already expressed themselves. 

It seems to us that there is therefore already enough authentic material for 
proposals for the reorganisation of AIR being worketl out and implemented 
within a reasonable period and without recourse being had to time-consuming 
or escapist procedures. We believe that Parliament, in its wisdom, will be able 
to direct and assist the government in bringing forward early legislation for ful¬ 
filling this objective. Pending such legislation, it is essential that some interim 
arrangements should be made for making it difficult for ministerial interference 
with AIR being carried to an extent w'hcrc its news or other broadcasts are made 
to subserve partisan political ends. From this point of view, the immediate 
constitution of a parliapientary committee of guidance, wiiich may exercise general 
superv ision over the functioning of AIR, should be secured through an agreement 
between the government and the opposition parties or group.s in Parliament. 

Meanwhile, the attempt of Mr Salya Narayan Sinha, who is the cabinet 
minister for the Ministry of Information and Broadcasting, to deny the partisan 
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role of AIR dearly docs no( deserve 
to be taken seriously, ft is true that 
Mr Sinha is the senior minister in this 
ministry. But it is an open secret 
that his ovcrlordship in respect of 
Mr Gujral is not only formal but 
fictional. Mr Sinha has a healthy 
reputation for enjoying the good things 
of life and. given the political cnfeeble- 
ment he has suffered in recent years, 
it may stifely be assumed that he is 
under no strong urge to devote much 
of his time or energies to AIR or indeed 
any other part of his nominal ministerial 
responsibilities. As a matter of fuel, 
the public has been left in doubt of 
Mr Sinha's factual position in the 
ministry by Mr Indcr Gujral, the alleged¬ 
ly junior minister, who has been enun¬ 
ciating brave new policies almost daily 
and with a gay abandon. In the cir¬ 
cumstances, it could not have been a 
matter of conscience with Mr Satya 
Narayan Sinha to engage in conlrover- 
sial correspondence with Mr Morarji 
Desai over the functioning of AIR. 
It is indeed dear enough from the style 
and content of Mr Sinha’s letter dial 
it was a command performance. 

Mr Sinha's suggestion that Mr Desai 
should send him specific details of 
lapses by AIR was a dear invitation 
to the rebuke which the latter has ad¬ 
ministered. Mr Dcsiii's obserNations 
in this context are worth reproducing 
here : 

“I do not know whether you 
(Mr Sinha) are in the habit of listen¬ 
ing to the news bulletins and com¬ 
mentaries like ‘Spot Light’, Today 
in Parliament’, etc. that All India 
Radio puts out. J feel that it mighi 
have been very difficult for you 
conscientiously to ask Jiic to give a 
detailed statement if you had your¬ 
self been listening to these broad¬ 
casts on the Radio. It needs a high 
degree of naivete, intellectual insen¬ 
sitivity and immunity to nuances 
in expression for anyone to hold 
that the broadcasts and commen¬ 
taries of All fndia Radio are objec¬ 
tive and impartial. I do not know 
whether you will consider it ethical 
for All India Radio to indulge 
in suppressio veri and suggestio 
falsi. 1 do not know whether it 
has occurred to you while listening 
to the broadcasts and commentaries 


EASTERN ECONOMIST 

of All fndia Radio that the super¬ 
latives used to describe and glorify 
some persons arc unwarranted ex¬ 
pressions of opinion or instruments 
of propaganda and not the testimony 
of obiccti\ity in reporting.... 

“if soil look at the amount of time 
the Radio devotes to some persons 
and their factional activities, the 
slant in reportage and commenta¬ 
ries, the choice of speiikers and the 
choice of words, you may find it 
difficult to disagree from the imi- 
\ersal criticism of All fndia Radio. 
You have assured me that you will 
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look into the complaints that 1 and 
other parties have about the Radio. 
Does it not occur to you that the 
very fact that you sec nothing wrong 
in what the Radio is doing at 
present and that you hold ministe¬ 
rial responsibility for the present 
policy of the Radio disqualifies 
you from sitting in judgment on 
ihc complaints that are being made 
against your policy?’* 

This is a formidable indictment in¬ 
deed and not even Mr Gujral’s natural 
hrashness can be an adequate defence 
against it. 


Abortion Law 

IN the socio-economic context in w hich 
the govcrnnicnt has introduced the 
Medical Termination of Pregnancy 
Bill, i%9, in Rajya Sabha, the provi¬ 
sions of this proposed legislation are 
bound to be scrutinised in terms of 
their bearing on the national prog¬ 
ramme of family planning and popula- 
lation control. The Statement of 
Objects and Reasons however refrains 
from mentioning population control 
as one of the purposes which the Bill 
has in view'. This seems to us to be a 
pointless exercise in diplomatic evasion. 
Whether the government likes it or 
not this Bill will certainly be debated 
in terms of its relevance to the nation’s 
family planning effort which is also a 
definite government policy and pro¬ 
gramme. 

Not that the more openly avowed 
objects of the Bill are of secondary 
importance. 1'he cross of an unwanted 
or enforced pregnancy is certainly too 
outrageous a burden to be imposed on 
its women by any society claiming to 
be civilized. There could therefore 
be whole-hearted acceptance of the 
declared purpose of the Bill, which is to 
liberalise certain existing provisions in 
the Indian Penal Cixle relating to ter¬ 
mination of pregnancy, these liberalisa¬ 
tions being conceived ‘*(1) as a health 
measure—when there is a danger to the 
life or risk to physical or mental health 
of the woman; (2) on humanitarian 
grounds—such as when pregnancy 
arises from a sex crime like rape or 
intercourse with a lunatic woman, etc; 
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and (3) eugenic grounds where there 
is substantial risk that the child, if born, 
would suffer from deformities and 
diseases." 

t 

In juslifying the legalisation, alofig 
liberal lines, of the termination of 
unwanted or enforced pregnancies on 
the grounds mentioned in the Statement 
of Objects and Reasons attached to 
the Bill, the government is certainly 
in an unassailable position. Although 
under the existing law abortion is a 
crime for which the mother as well as 
the abortionist could be punished, the 
brutal fact of life as it is lived is that 
a large number of illegal abortions 
do take place. Thanks to the fact 
that such abortions involve a violation 
of law, they are often performed by 
medically unqualified personnel in 
clandestine circumstances which greatly 
aggravate the risk to life or health of 
the woman so treated. In the State¬ 
ment of Objects and Reasons it is 
pointed out that, in recent years, with 
health services having expanded and 
hospitals being availed of to the in¬ 
creasing extent by all classes of society, 
“doctors have often been confronted 
with gravely ill or dying pregnant 
women whose pregnant uteru.s (sic) 
have been tampered with, with a view 
to causing an abortion and conse¬ 
quently suffered very severely.” We 
may perhaps quarrel with the grammar 
of this observation, but we must accept 
its substance and truth. 

In the nature of things, there could 
only be informed speculation about 
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the extent of this particular evil. That 
if is prevalent fairly widely is, however, 
evident 'enough. The government 
therefore has not only the right but is 
also under an obligation to give legal 
sanction as well as provide medical 
facilities for the termination of un* 
wanted or enforced pregnancies on the 
health, humanitarian or eugenic grounds 
mentioned in the Statement of Objects 
and Reasons. 

The main operative provisions of 
the Bill provide for the legalisation of 
abortions where “(i) the continuance 
of the pregnancy would involve a risk 
to the life of the pregnant woman or 
of injury to her physical or mental 
health; or (ii) there is a substantial 
risk that if the child were born, it 
would suffer from such physical or 
mental abnormalities as to be seriously 
handicapped.’* These passages in the 
Bill meet its aim of providing for the 
termination of pregnancies as a health 
measure, on humanitarian grounds or 
for eugenic considerations. But as 
wc had said earlier the Bill must also 
be studied in terms of its possible con¬ 
tribution to the population control 
programme. Here, Explanations (i) 
and (ii) appended to Sub-section (2) of 
Section 3 of the Bill become relevant; 
or rather Explanation (ii) has to be 
taken particular note of. Thus, while 
Explanation (i) provides that “where any 
pregnancy is alleged by the pregnant 
women to have been caused by rape, 
the anguish caused by such pregnancy 
shall be presumed to constitute a grave 
injury to the mental health of the 
pregnant woman,” Explanation (ii) 
prescribes that “where any prcgijancy 
occurs as a result of failure of any 
device used by any married woman 
or her husband for the purpose of limit¬ 
ing the number of children, the anguish 
caused by such unwanted pregnancy 
may be presumed to constitute a grave 
injury to the mental health of the preg¬ 
nant woman.” 

Thus, although the government has 
been reluctant to put forward this 
Bill as a substantial measure of popula¬ 
tion control, it has still made some 
provision for l^alised abortion being 
availed of by pregnant women for the 
purpose of limiting the number of 
children provided it could be shown that 
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these women have a history of using 
contraceptive devices. The object 
here, apparently, is to establish the 
“unwanted nature” of the pregnancy 
in question. There will, of course, be 
more than one opinion on the necessity 
or desirability of the abundant caution 
displayed by the Bill in liberalising the 
abortion law in terms of the purpose 
of limiting the number of children. 

That the government is, to some 
extent, anxious to allow for the resort 
of abortion to become a means of 
limitation of families is clear enough. 
If, nevertheless, it has hesitated to 
present this legislation openly as a 
direct measure of family planning, it 
must be because it believes that public 
opinion is not yet ripe for an advance 
of this kind. Even so, this part of the 
Bill, as it stands, is decidedly unsatisfac¬ 
tory, Take, for instance, the reference 
to failure of contraceptive “devices”. 
Not every contraceptive technique neces¬ 
sarily involves the use of a “device”. 
There is the rhythm method, for what 
it is worth, and there is also the practice 
of coitiis interruptus. The adoption 
of one or the other of these techniques 
does indicate, surely, a desire on the 
part of the couple concerned to avoid 
the woman becoming pregnan t. A preg¬ 
nancy taking place in such circumstan¬ 
ces would therefore clearly be an un¬ 
wanted pregnancy. Why should the 
benefit of the abortion Bill be denied 
in such cases simply because no con- 


Althoughtho planning work of ihe Centre 
and the Provinces is proceeding on the assump¬ 
tion, undoubtedly right in the context of the 
magnitude of India's war finance, that finance 
i.s not going to present a serious bottleneck, 
the fundamental conditions on the strength 
of which Government have made such an 
assumption give room for fear that the fiscal 
policy they propose to adopt in the name of 
reconstruction will have a serious deflationary 
effect on industry and employment immedia le- 
ly after the war. That section of the second 
report on reconstruction planning which 
pertains to finance starts with the assertion 
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traceptive devices as such have been 
used by the couple concerned? 

This is an obvious flaw in the Bill 
in its present form. In our view, 
the^reference to the use of a contracep¬ 
tive “device” should be dropped and 
the term “device” may be replaced by 
the more comprehensive term “tech¬ 
nique”. It is also desirable that the 
law should stipulate that all that should 
be required of the women in these cases 
is a simple declaration that they did 
want to avoid a pregnancy and had 
taken whatever precautions they knew 
of or could employ for the purpose. 

Some of us may perhaps like to go, 
even further. If all that the law intends 
is that there should be reasonable 
ground for presuming that a pregnancy 
is an unwanted one—and wc believe 
that the law should not demand more 
than this—it should be possible for 
an abortion to be legally sanctioned 
on request in all those cases where a 
woman already has three children or 
has had her last child within the pre¬ 
vious twenty-four months. It is our 
view that the possibility or the impor¬ 
tance of obsecurantist opposition to 
such further liberalisations of the abor¬ 
tion law could be exaggerated^. In any 
case, after having rightly ventured so 
far, the government clearly owes 
it to itself to encourage any ten¬ 
dency that there may be for non-oBi- 
cial amendments to be moved on the 


that the main resemblance between wartime 
and reconstruction finance is that they both 
necessarily involve a continuously high level 
of taxation and borrowing and that an all-out 
taxation policy by every agency of Oovern- 
mcnl will be feasible. This is not only to 
overlook the outstanding fact that the country 
owes its high war-lime taxable and borrow¬ 
ing capacity to the monetary expansion, but to 
forget that without initial measures to avert 
the slump which would set in if monetary 
expansion dried up suddenly, there will be 
left only a considerably shrunken taxable 
capacity for the Government to tap. 


^a.5tetn ^eonwnht 2,5 IJeati 

DECEMBER 8, 1944 
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lines we have suggested here so that 
(he proposed Bill could play an 
effective part in furthering the national 


THERE I* re two known ways of 
ensuring availability of short-term bank 
credit to trade and industry. One is to 
increase the resources of banks by 
recourse to greater deposit mobilisation 
and the other is to scrutinise credit utili¬ 
sation to see if anyone to whom a given 
amount of credit is earmarked has 
consistently failed to utilise it with a 
view to making suitable reallocations of 
credit and thereby remedying the situa¬ 
tion. But the Study Group 11 of the 
National Credit Council under the 
chairmanship of Mr V. T. Dehcjia, the 
erstwhile chief of the State Bank of 
India, has hit upon yet another way 
after a close and comprehensive analysis 
of short-term bank credit and its actual 
application—a bifurcation thereof into 
short-term credit and term loan. It is 
indeed an ingenious answer to the un¬ 
enviable problem of our dispensers of 
credit today who have been called upon 
to extend credit not only to the priority 
sectors and the public sector projects 
but to several others as well. 

Even when the Study Group was 
set up, it was obvious from its terms of 
reference—to ascertain the extent to 
which credit needs of industry and 
trade arc likely to be inflated and how 
such trends could be checked—that the 
first aspect to attract the Study Group’s 
attention would be bank credit to 
inventories, (hanks to several studies 
made by the Reserve Bank and the 
controversy around these statistics, in 
particular about where ll.c inventories 
were uiiusuallv large, whether in the 
private or the public scclor, (The 
Econonuc Times made out an unassail¬ 
able thesis, based on the Rescrv’c 
Bank studies themselves, that it was 
the public sector which accounted 
for larger inventories and, therefore, 
for larger employment of funds from 
banks or the public exchequer, i.c, 
directly from the banking system or 
indirectly via the government). Be 
that as it may, let us see how the 
Dchejia Study Group came to the con¬ 
clusion that the rise in short-term bank 
credit in relation lo the growth in 


policy of population control and the 
government’s programme of family 
planning. 


The attention of our readers Is Infited to 
another article on the same subject appearing 
elsewhere in this Issue with the title ** Pro¬ 
blems of Short-Term Credit'*. EDITOR 

industrial production and increase in 
inventories over a period of years was 
due to a tendency on the part of industry 
generally to avail itself of short-term 
credit from banks in excess of the 
amounts based on the growth in pro¬ 
duction and/or inventories in value 
terms. 

According to the Study Group, 
while between 1961-62 and J966-67, 
the rise in the value of inventories 
with industry was 80 per cent, the rise 
in short-term bank borrowings was as 
much as 130 per cent. In other words, 
the ratio of short-term bank borrowings 
to inventories went up from 40 per cent 
in 1961-62 to 52 per cent in 1966-67. 
We are told that this finding of the 
Study Group is based on several studies 
conducted anti published by the Reserve 
Bank as well as on studies and enquiries 
conducted by the Study Group itself, 
and also that the report gives detailed 
statistics in support of its recommenda¬ 
tions. Unfortunately, we have still 
no access to these statistics, and must, 
therefore, take the word of the Reserve 
Bank’s press communique. 

I'he findings as regards the absolute 
increase in the ratio of short-term bank 
borrowings to inventories is by no means 
a revelation. Nor is the increase as 
such any commentary on the behaviour 
of industry. But what is a commentary 
and fairly serious one at that is this: 
*‘An important factor contributing to 
the rise in short-term bank credit, 
not wanmttcd by increase in production! 
inventories, was diversion of short-term 
liabilities, including hank advances for 
financing fixed assets and other iiow- 
airrent assets conysrising mostly loans*' 
(ftal. ours). The charge is made more 
specific when the Study Group goes on 
to say (though on the l^sis of a sample 
of only 255 companies) that one-fifth 
of the gross fixed asxscts formatim of 


these companies during the five-year 
period of their coverage (1961-62 
to 1966-67) was financed by expansion 
in short-term liabilities, including bank 
loans (no break-up is given of these two 
items). It is further stated that this 
expansion in short-term liabilities has 
also been employed to acquire non- 
current assets comprising mostly loans. 

When this is the finding of such an 
eminent expert committee, it cannot 
but bo accepted. But we would like 
to know if there were at all any extenua¬ 
ting circumstances favouring a trend to 
which exception has icen taken now. 
It would be necessary to know these 
not only for accepting the findings 
but even more for judging the relevance 
of the recommendations based thereon. 
For example, what were the special 
circumstances obtaining at the time? 
Were there any official directives to 
banks condoning, if not actually 
encouraging, the diversion in questi5o? 
It is common knowledge that 1966-67 
was an unusual year, what with the 
widespread recession in the economy 
t>f the country. In suclr a year, when 
demand had slumped, inventories were 
bound to rise. Moreover, inventories 
at the end of 1966-67 were valued in 
terms of the post-devaluation rupee 
unlike those at the beginning of the 
five-year study period. And, if the 
industry went headlong to expand and 
build up inventories and other assets, 
including fixed assets as suggested, it 
was primarily because of the rosy 
prospects painted by our planners. 
Even today, industry is paying through 
its nose for its total reliance on the 
projection perspective of the planners. 

Again, did not the Reserve Bank 
itself encourage banks to make medium 
and long-term credit available to 
industry (mixed banking which bad been 
anathema till a few years ago suddeidy 
become fashionable and this was 
naturally seized upon as an argument 
by the enthusiasts of bank nation¬ 
alisation) by relaxing its traditional 
policy with a ^ view to meeting the 
situation stemmii^ from the poor 
state of health of the country’s capital 
market? Unless these facts are also 
taken into account, it would be unfair 
to pass a judgment on the increase in 
shoftrterm bank credit to industry, 
whether against inveetorics or against 


The Dehejia Report 
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non^rrent assets. But this is not to 
question the propriety of a banker 
insisting on the point that the finance, 
whether short-term or otherwise, given 
by him shall be utilised for the specific 
purpose for which it is provided and 
that it shall be repaid on the due date. 
We, therefore, welcome the Study 
Group’s suggestion for appraisal of cre¬ 
dit applications with reference to the 
total financial situation, existing and 
projected, as shown by cash flow 
analysis and forecasts submitted by bor¬ 
rowers, although we are not quite sure 
whether the small industrialist or 
the new entreprenuer can furnish such 
sophisticated data. 

Another suggestion, an ingenious one 
as we have ere now described, is that 
outstandings in existing as well as new 
cash credit/overdraft accounts should 
be distinguished as between (1) “the 
hard core”, (it seems we must have a 
hard core in everything these days!) 
representing the minimum level of raw 
materials, finished goods and stores 
which the industry is required to hold for 
maintaining a given level of production 
and (2) the strictly short-term com¬ 
ponent which would be the fluctuating 
part of the account. The idea is attrac¬ 
tive, though it smacks of the mentality 
of one who would only think in terms of 
distributing the same-sized cake by 
cutting it into different sizes rather 
than in terms of enhirging its size and 
thereby also enlarging the share of each 
participant. 

However, the Study Group makes a 
sensible distinction between companies 
whose debt-repaying capacity is good 
and whose other ratios also are satis¬ 
factory vis-a*vis others, but the second 
category cannot derive much comfort 
from the Study Group’s advice to raise 
additional capital by issue of equity 
or prerference shares or long dated 
debentures or by means of long-term 
deposits and unsecured loans secured 
from the promoters and their friends. 
(It must have escaped the attention of 
the Study Group that this last suggestion 
might evoke protests from those who 
would smell concentration of economic 
power herel) This splendid idea of 
bifurcation only amounts to this: If 
you have the requisite security to offer, 
you had better come to us and then, to 
be contoDt to take a term loan. If you 
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don’t have any such security, don’t come 
to us, but go elsewhere. One thought 
that all this social control and na¬ 
tionalisation of banks was intended 
to help the latter category, provided 
of course they have an economic pro¬ 
position. But there is always a wide 
gulf between precept and practice in 
this imperfect world of ours. 

The Study Group has also made 
suggestions for discouraging excessive 
bank credit arising from what it des¬ 
cribes as (1) double or multiple financ¬ 
ing of stocks in respect of certain types 
of credit facilities, such as advances 
against receivables, and (2) undue 
elongation of the period of trade 
credit. In regard to the first, it wants 
that a customer should normally 
(isn’t that a happy word ?) be required 
to route his entire business through one 
bank, and, for this purpose, it wants 
that the major banks should consider 
entering into a gentleman’s agreement 
for the purpose. This is precisely the 
type of temptation that needs to be 
avoided. As Prof. P. R. Brahmananda 
told a seminar in Bombay the other 
day, “there is the possibility of the 
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emergence of a monolithic monopoly 
structure on the supply side of loanable 
funds serviced for the organised sector.’* 

In regard to the'^sccond, that is to 
prevent undue "elongation, the Study 
Group has also suggested a curtailment 
of the period of trade credit from the 
present 90 days to 60 days, except ia 
special circumstances (one has to be 
thankful for such saving phrases). And, 
in this connection, it has made the 
highly commendable suggestion that 
the undue delay in the settlement of 
bills by government departments 
should be discouraged, if need be by 
stipulating that they shall pay interest 
on bills, if they are not paid within 
90 days (or is it 60 days?) after their 
receipt. Undue delays cannot be avoi¬ 
ded so long as avoidable red tape is 
not done away with. If government 
wants bank clients to repay their loans 
promptly they could also consider 
payment of a major portion of a bill, 
if not the whole of it, after obtaining 
an undertaking from the supplier to 
make good any excess payment, as they 
do when disbursing grants to educational 
institutions, pending the working out 
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of the precise grant as (per their code wish to promote the practice of issuing including those in provident fund 


of formula. 

The Study Group's suggestion for 
levying a commitment charge on the 
unutilised limib in cash credit account, 
coupled with a minimum interest clause 
if necessary, is a matter of detail, but 
there is the danger that, during an era 
of dear^money, this might add to our 
already top-heavy costs structure. 

It is refreshing to note that there 
arc still some enthusiasts with us who 


Banks an 

THE nationalised banks have in the 
past three months announced several 
loan schemes. They include extension 
of credit on liberal terms to small entre¬ 
preneurs, farmers, artisans, retailers and 
transport operators. Professional men 
such as doctors and advocates are to be 
helped with moderate loans for pur¬ 
chasing equipment. Credit is also 
proposed to be provided for the educa¬ 
tion of children and purchase of con¬ 
sumer durables. One of the most 
important sectors of our economy, the 
house-building activity, however, is 
conspicuous by its absence from the 
list of these loan schemes. 

The importance of house building 
can hardly be ovcr-cmphasiscd in a 
country which professes to tread the 
path of socialism. Shelter is one of the 
basic necessities of life and no govern¬ 
ment, whether it swears by socialism 
or not, can shirk the responsibility 
of providing adequate housing facilities 
to its people. But as against this what 
do wc find in our country? The 
housing situation, instead of improving, 
has gone on deteriorating since Inde¬ 
pendence. The former Finance Minis¬ 
ter, Mr T, T. Krishnamachari, bemoan¬ 
ed at the requisitioned meeting of the 
All India Congress Committee a few 
days ago that even those who lived in 
houses 20 years ago have now moved 
into huts. They lack resources and 
cannot afford high rents. 

This situation, apparently, has arisen 
primarily due to three factors: (i) the 
population explosion; (ii) the persistent 
uptrend in prices; and (iii) the low 
priority accorded to the implementation 


usance bills, after all the big pretence 
of an effort to encourage the bill 
market in this country. What the 
Dehejia Committee has recommended 
in this behalf is of course a reiteration 
of something that has been said a 
dozen times over and by more thaii one 
expert committee. It has all been 
talk and no action on the banking 
front, and we often wonder whether this 
vociferous public [complaint of today 
is not a legacy from the past after all. 

i Housing 

of the housing schemes under th^ Plans. 
As a result of the first factor, the de¬ 
mand for houses has grown tremen¬ 
dously. The persistent rise in prices has 
made deep inroads into the saving 
capacity of the people. Further, the 
cost of construction has gone up appre¬ 
ciably. The extreme rigours of popu¬ 
lation explosion and inflationary ten¬ 
dencies in the economy, however, 
would have been mitigated on the 
housing front, to some extent at least, 
if even the housing schemes of the first 
three Plans had been implemented 
in right earnest. Unfortunately, when¬ 
ever necessity arose to prune Plan ex¬ 
penditure, the axe invariably fell on 
such social programmes as housing. 
This is evident from the fact that since 
the advent of the first Plan and up to 
1968-69 not more than 285,000 tene¬ 
ments had been built under the govern¬ 
ment’s two subsidized housing schemes— 
(i) the subsidised housing programme 
for industrial workers and the econo¬ 
mically weaker sections; and (ii) the 
slum clearance and improvement scheme. 
Another 155,000 tenements had been 
constructed during this period under the 
government loans scheme. This achieve¬ 
ment was not more than 40 per cent of 
the planned programmes. The fate of 
the village housing schemes has been 
no better. 

Notwithstanding the facts that land 
prices having been scaling new heights 
year after year and the cost of construc¬ 
tion materials has been showing a per¬ 
sistent uptrend, there is in evidence a 
good de^l of anxiety on the part of 
people to provide shelter for their 
families. Since their own savings, 


wherever it is there, are not sufficient 
for this purpose, there are fairly 
long queues for loans frorh the 
state governments as well as the 
Life Insurance Corporation. The fimds 
with the state governments, in whoso 
jurisdiction house-building activity falls, 
are not sufficient to meet the require¬ 
ments. Apart from the Lie procedures 
being quite cumbersome, assistance from 
this source cannot be availed of by 
those who are quite advanced in age, 
especially when they did not go in for 
an adequate insurance ^over earlier. 

In the circumstances, bank finance for 
housebuilding activity assumes heigh¬ 
tened significance. But two questions 
arise in this context. The first is the 
repayment period of the loan. The 
customary seven to eight years’ repay¬ 
ment period obviously does not suit tl^s 
line of activity. The period of repays 
ment has to be much longer—at least 
15 years. Secondly, the interest charges 
have to be moderate. The minimum 
some banks arc prepared ‘to charge for 
loans for housing is 8.5 per cent. The 
plea of the banks is that their own 
borrowing rate is six per cent. Then 
their service charges are not less than 
two per cent. The 8.5 per cent interest 
charged by banks, apparently, is on the 
high side when compared with the 
6,5 per cent interest charged by the LIC 
and the 6.75 per cent charged by the 
state governments. It ought to be 
brought down. Since housing deserves 
priority, the interest rate on housing 
loans of banks need not be more 
than two per cent of the Bank Rate 
which at present is 5.5 per cent. If the 
Bank rate changes, adjustments in the 
interest rate may be effected through an 
escalation clause. After all, banks are 
obliged to invest in government securities 
at a much lower return. They are being 
also asked to finance small-scale industry 
at a rate less than 7.5 per cent. The 
security of loans for house building 
activity, without doubt^ should be much 
more sound thaiT that of many of the 
loans proposed to be made under the 
schemes mentioned in the beginning 
of this article. The 7.5 per cent in« 
terest on housing loans may, of course, 
be made conditional on prompt re¬ 
payment. In case of default, a higher 
interest charge would be justifidd. 
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Th« Macneill & Barry CSroup 

lays a heavy emphasis on 
light industry: 



Industry today requires a wide range of equipment and machinery. 
The Group plays its part by manufacturing a wide variety of products 
from diamond drill bits to forklift trucks. 


The Group iudustrial 
estates in Calcutta, Madras, 
Sombay and Delhi have 
been modernised and ex¬ 
panded to meet increasing 
demand. 

Manufactures include; 
diamond drill bits and dia¬ 
mond tools, steam valves 


and instruments, reduction 
gears,electrical starters and 
switch-gear, slotted augles 
and forklift trucks. 

Also manufactured ,are a 
wide range of Johnston 
vertical pumps. 

Axi interesting da\^eiop- 
ment is the pioneer manu¬ 


facture of sensitised trac‘ 
Ing paper, and printing 
macliines. 

The Group also helps the 
country by earning foreign. 
exchange through its ,iute 
and tea exports. 


through enterprise 
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YES! 

You can obtain 
Product Improvement 
with Cost Reduction 
in your industrjj 



EXTRUSIONS 


Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HiNOALCO Aluminium 
Extrusions. There are endless applications 
in every industry .using fabricated metal 
shapes as components of assembly. A sin¬ 
gle.aluminium .extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 

Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed In a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, H-sections, hollow shapes 
or semi-hollow shapes or special shapes. 
Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? It will pay you handsomely to 
do so I Please write to: 

HINDUSTAN ALUMINIUM 
CORPORATION LTD. 

Works: Renukoot, U.P. 

Offices: BOMBAY 
JELHI-CALCUTTA.MADRAS 




SOOHAGYi 

















IDeMinber S, t9M 


BA^BRN BCOWMIST 


1055 


BHOPAL ELEQRICALS: AN APPRAISAL 

R C UMMAT 


SINCK Heavy f'Jectriculs (fndia) Limi¬ 
ted (HEIL) had incurred up to March last 
a cumulative loss of Rs 46 crores on an 
investment of slightly over Ril 70 crorcs 
and an aggregate output of approximately 
Rs 60 crores, its alfairs must necessarily 
be a matter of keen public interest. In a 
i»iant complex like this one, comprising 
as many as six factories, losses in the initial 
developmental years arc not uncommon, 
liven the project report of the venture 
had envisaged that it would be losing in 
the first 10 years of its operations, the esti¬ 
mated cumulative loss being to the tunc of 
as much us Rs 32 crorcs on an aggregate 
output of Rs 25 crores. Considering this 
fact alone, the total loss during the first 
decade of the project's working by the end 
of March ncxt--*-the production at the 
project started in I960—\Niiich may go up 
to about Rs 52 crorcs will not be out of line 
with the expectations as the cumulative 
output will be over three limes the planned 
one. The increase in the value of the 
output has been partly due to the addition 
of some new lines of production such as 
the manufacture of nuclear power equip¬ 
ment and rectifiers, but mainly it has been 
the result of the persistent rise in prices. 

Three Factors 

Three other factors also need to be taken 
note of while assessing the workmg of 
HEIL. First, sophisticated techniques of 
production had to be learnt by the project 
personnel right from scratch. This has 
caused some prolongation of tlK gestation 
period. Secondly, the project has had 
more than its due share of labour troubles. 
The upsets caused by this factor can well 
be imagined. Lastly, during the critical 
period of the stabilisation of production 
of the items taken up in the first phase, the 
project had to pass through a recession in 
demand following staggering of the plann¬ 
ing process. If due consideration is given 
to all these factors, the performance of 
HEIL apparently cannot be dubbed as 
unsatisfactory. ' 

It Is encouraging to find that even though 


two major units producing steam and water 
iiubines and generators and nuclear power 
equipment would complete their gestation 
period only in the mid-l970’s, the pro¬ 
ject as a whole will break even in 1972-73. 
With a 42 per cent increase in production 
during the last financial year (to about 
Rs 21 crores worth), the percentage of 
total loss to gross output declined from 
25.2 to 17 per cent. The sw'itchgcar, 
transformers and tractive motor units in 
which production started in early I960's 
have in fact already reached the point of 
showing profit after providing for all 
cxi>cnses, including depreciation and 
interest charges. 

Interest Charges 

Last year, the surplus from these units 
was utilised to meet not only their own 
depreciation charges but also those of the 
other sections where production has still 
to be brought to the optimum level. So 
interest charges could not be provided for 
by the these units. The bulk of loss of 
Rs 5.8crores last year was accounted for 
by interest charges (Rs 4.5 crores). The 
rest of (he loss was duo to the subsidy on 
(he township which the project was oblig¬ 
ed to make. The township subsidy since the 
inception of the project is said to account 
for nearly Rs 10 crorcs out of the cumu¬ 
lative loss of Rs 46 crorcs. The integrated 
balance sheet of the project reveals that 
it was possible for the first lime in 1968-69 
to recover all the factory costs, including 
full depreciation, out of the sale proceeds 
of the project. This was indeed no small 
achievement considering the factors men¬ 
tioned earlier and also the fact that the 
project does not produce quick selling 
light electrical products which appear in 
the production programmes of such inte¬ 
grated plants elsewhere. 

That HEIL will be able to break even in 
1972-73 is a reasonable expectation on the 
basis of its order book. Contrary to the 
Hardwar unit's position, HEIL has enough 
on its plate to chew. It has already on 
hand orders worth Rs 120 crorcs which 


arc to bo met in the case of medium range 
products in two to three years and in the 
case of heavy products in about five years. 
With new orders expected in courae of 
time, it is hoped that, during the next five- 
years, equipment worth Rs 200 crorcs 
would be delivered by the project. By 
1972-73, the factory' hopes to deliver two 
million KW of hydro-generating .sets, one 
million KW of thermal generating sets, 
17 million KVA of power transformers, 
650 units of circuit-breakers from 66 KV 
to 220 KV; about 4,000 units of breakers 
of 33 and 11 KV service, about 7,000 rota¬ 
ting machines with associated controlgear, 
over one million horse pow'cr of medium 
and large motors, 0.5 million KW of rccti-"^ 
fier units and over one million KVA of 
capacitors. The rale of production of 
the project by 1972-73 is expected to touch 
the Rs 50 crorc mark. When in full 
production in the late 1970’s it will be 
producing nearly Rs 60 crorcs worth of 
equipment from an invesment of about 
Rs 80 crorcs, yielding an input- output 
ratio of approximately I : 0.75. This ratio 
is considered appropriate for unit; produc¬ 
ing only heavy electrical equipment. 

1 he ciuifidcncc gained in various pro¬ 
duction lines by (he project personnel is 
leflcctcd in the decision of the manage¬ 
ment not to renew, in the case of equip¬ 
ment (he production of which has already 
betm established, the consultancy agree¬ 
ment with the foreign collatH>rator$ — 
Associated Electrical Industries Ltd,, of 
the UK—^which expires in November next 
year. In the case of items the manufacture 
of which is yet to be stabilised, especially 
turbines, it may, however, have to be 
extended by five or six years. In future, 
only limited services agreements arc 
proposed to be entered into with foreign 
collaborators. 

Contuittney Pacts 

Apart from the experience gained by the 
project personnel, there arc said to be two 
other reasons for not renewing the consul¬ 
tancy agreement in respect of the items 
the production of which has been estab¬ 
lished. First the agreement puts constraints 
on exports. Even in the limited services 
agreements which may be signed in future 
it is proposed to insist on the right to export 
to world markets, if possible, or at least to 
the neighbouring countries. Secondly, the 
design and engineering division of the pro¬ 
ject is stated to have made good progress. 

It has successfully developed and designed 
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many a complicaicil equipment. These 
include the design of a water turbine with 
a rating of 165 MW. a 200 KVA sine- 
wave gciicralor, a 250,000 KVA irans- 
fornicr for the Kalpakkam nuclear power 
station, large industrial motors, drives, etc. 
Besides the designing of specific products, 
expertise is also cluinicd to have been 
developed for designing complete systems 
lor industrial drives and layouts for power 
stations. 

As regards exports, a modest beginning 
has already been made by HEU.. Small 
consignments of switchgears have been 
supplied to Iraq. The UAK has bought 
some capacitors. A modest iurn-ke> 
pumping contract lia?* been secured from 
Malaysia. Switzerland and the United 
Slates have purchased from HEIL mica 
insulating items. The former has al\i> 
been supplied some semi-manufactured 
equipment. As the project is able to show 
the performance of its products in actual 
working, it should Ihj able to secure more 
e.x'port orders. In view of the labour 
shortage in the developed countries of 
Europe leading to high labour costs, it can 
well explore the possibilities of e.xporting 
semi-finished or less sophisticated items. 

Exploration of Harkots 

The exploration of the possibilities of 
exports of less sophisticated equipments in 
collaboration with some of the established 
electrical ctmeems of the west to third 
countries may yield goods results. I fforts 
in tliese directions arc proposed to be made 
soon. The quality and the prices quoted 
for export items have been found to be 
internationally com|K*lilive. ElTorts arc 
being made ti> export some equipment to 
the Philippines. A lO-ycar credit has been 
offered for thi.s contract. In the event of 
exports picking up, some small additions 
to the transformers and railway traction 
equipment manufaciiu*ing capacities may 
have lo Ive made. The nearly Rs 80 crorcs 
estimate of the utlimatc cosi of the project 
includes these additions. 

In the field of import substitution, the 
progress of HEIL, however, cannot be said 
to be c^ltircly satisfactory. Even tovluy tlic 
import content in the project's products 
amounts to as much as 20 iM:r cent. Of 
this, nearly half is accounted for by sucJi 
raw materials as forgings, copper, electrical 
.sheet steel and special insulating materials 
which arc either not produced in the 
country or whose indigenous production 
is not adequate. The rest of tJte imports 
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are of components or semi-finished 
products. In regard to the former item, 
HEIL management, of course, cannot be 
blamed. Heavy forgings have lo be sup¬ 
plied by the Ranchi Heavy Engineering 
complex. The output of copper and elec¬ 
trical sheet steel has lagged behind owing to 
the inordinate delay in the commissioning 
of the Klictri scheme and the travails 
of the steel plants. But in respect of com¬ 
ponents, siiiely a g<K>d deal more could 
Itavc been done. On present indications, 
imnorts of components may have to be 
continued fi>r seven or eight years. 

TIte majoi source of headxiche for the 
m iL management apparently is the persis- 
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tent labour trouble. There are tvvo major 
causes for this ; (i) limited avenues of pro¬ 
motion; and (ii) multiple trade unions. 
With the new political alignment that ix 
emerging in the country, can*t it be hoped 
that the rigours of at least the second factor 
would be mitigated? So fares the first 
factor is concerned, some ad hoc incentives 
may have to be given to those who fihd 
their promotions stalled by inadequacy of 
pronnHion avenues, ff these ijKcnlives are 
linked to productivity, the cost of produc¬ 
tion can w'cll be kept within bounds. The 
possibilities of interchanging some junior 
staff with the other jjiiblic sector heavy 
electricals units may also he explored. 


Problems of Short-Term Credit 

A CORRESPONDENT 


A study group appointed by the National 
Credit ( ouncil and headed by Mr V.l'. 
Dchejiii, Chainnan of the State Bank of 
India at Ihe time when the study group w'as 
constituted, has made recommendations 
on the basis of the data relating lo 255 
companies compiled by the Reserve fkink 
of India for the period 1961-62 lo 1966-67 
about how' excess short-term credit to in¬ 
dustries can l>c avoided. As the mcn)bcrs 
of the group had considerable experience 
of banking and industrial management it 
is only to be expected llviit they were familiar 
with the jncihod of financing of inventories 
and formation of fixed assets. Bui it is 
somchwat suprising lo note from a press 
note issued by the Reserve Ikiiik of India 
on (he recommendations of this group that 
the larger question of why there has been 
excessive reliance on bank credit for financ¬ 
ing inventories has not been discussed. 

An analysis of the data published by 
the Reserve Bank has shown that in the 
tive-ycar period under reference inventories 
increased in value by 80 per cent while 
short-tenn credit from banks rose by as 
much as 130 per cent. There was naturally 
an increase in the ratio of short-term 
borrowings to inventories from 40 per cent 
to 52 per cent. The increase in the value of 
inventories has been due to an expanding 
turnover, higlKr prices and fears of shor¬ 
tages and deficiencies in import licensing 
policies of the government. The com¬ 
plaint has, however, been made that the 
increase in titc value of inventories is more 
than in proportion to the growth in produc¬ 
tion and the diversion of short-term credit 


for financing non-ciinciit a^scl^ lui'* bccu 
responsible for an excessive expansion of 
credit, resulting in a denial of borrowing 
facilities for other constituents to some 
extent. 

In the absence of the full report it is not 
possible to say why llio group has made its 
recommendations that the industrial units 
concerned should finance at least out of 
their own funds the ‘hard core’ inventories 
on the basis of defined norms. The funda¬ 
mental point at issue is what should be the 
method of finaiicijtg workijtg capital and 
liow far it is practicable to raise the de¬ 
sired funds in various foimvs from the open 
market. Everyone will agree that double 
or multiple financing of stocks in respect 
of certain types of crcd.it facilities such as 
advances against receivables and undue 
elongation of the period of credit should be 
restricted as far as possible as in some in¬ 
dustries 120 days credit against supply of 
goods has become normal and the feedet 
industries and trading companies parti¬ 
cularly have found it difficult to raise their 
funds and the cost of goods have been need¬ 
lessly influlcd by higher interest charges. 

There will have to be a regulation of 
practice adopted over n period and it 
should be agreed as suggested by ihe study 
group that traSo credit should not be nor¬ 
mally given beyond 60 days and in excep¬ 
tional eases beyond 90 days. The govern¬ 
ment deparements. however, are the main 
culprits in thir regard and it Is common 
knowledge that bills have been outstanding 
for as Jong as 12 months except in those 
cases where arrangements have been made 






In their field, it has been 

TRAVANCORE 
TITANIUM PRODUCTS 


TravAneort TllMium Producfa art iha flrat to 
•xploK India's o\Nn mlnaral tanda to mako tha vital 
product: Titanium Dioxida. 

What is It? A vaiuablf Industrial piomont that 
makfs things whitar^and brighlar. Osad in tha 
manufactura of many products, from paints and 
cosmeHcs to papar and ttxiiias. From anamal and 
plastics to rubbf r and laathar. And many tnora 
matarials of avaryday uat. 

Tha pionaaring yaart war« basat with many 
‘ hurdlas. Supply couldn’t kaap pact with damand, 

; Tha manufacturing lachniquaf-lha SuJphata 


parfacttd by yanrs of resaarch 
to maha tha product of optimum purlry with tha bai 
Plgmaniary charactar.elics. Expansion plans had to 
oa worhad out, uliiiaing Indian resourcas and skill. 
Today, Travancora Titanium Products look to tha 
tutura with optimism and claar-cut plant for 
prograsi. By 1971, production will go up to 24 000 
tonnas par yaar. Tha naadt of Indian indusirias wil 
ba mora adaquataly met and considerabia savino 
of toraign exchange will ba achiavad. 

No lata Important, it will also maan a naw gain in 
praatiga for Indian anttrprlsa. 



TRAVMICOIIE TITAMUM PROMieiS im 

P.O.Box 1, Trivandrum 7. 

'MBMaiM/u. T.T.MIISNNAMAOIAm A COMrAIIV„aaiMw. Ctkim. -tn 
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On December 6, Mrs. Indira Gandhi, Prime Minister of India, declares open at Panki, Kanpur, 
the urea factory of the Fertilizer Division of Indian Explosives Umited* This plant is the largest 
in India. With a rated output of 4,50,000 tonnes of urea annually—saving Rs. 30 crores every 
year by way of fertilizer imports. ... j .. e 

OThe factory at full capacity will manufacture enough urea to result m the producUo^ SK 
additional 2,000,000 tonnes of foodgrains every year. Panki today, potential for {^ospirity^ 


Tfi# (Company: 

lEl was formed irt 1053 
•ncT has slnoe ekpantftd 
an(9 diversified its field of 
acdvlt/. The confidence 
of the Indien Public (about 
03.000 investors) and a 
sound financial base founded 
lEL's Fertiliser Division. 


Th« Pfen: 

To make a first rate product 
—’‘Chand'Chhap" Urea. 

To use the most advanced 
technology and processes. 
To develop an efflciant 
marketing machine. To 
utilise Indian engineering 
akin and equipment to 
the fullest extent possible. 
And to contribute towards 
seif'Sufflciancy in food 


PInaitct: 

The International Finance 
Corporation (Washington) 
provided loan and equity. 
Japanese suppliers provided 
credit. iCI (U.K4 subscribed 
to the equity and Indian 
financial institutions 
facilitated Rupee loans. 

A massive share Issue for 
the new project was heavily 
oversubscribed in a few deys^ 


The FlPAt: 

Construction began a! 
the end ot 1067 and has 
been completed irt excellent 
time. The existence of this 
Rs. 62 crore project will 
also provide scope for 
many auxiliary industrita* 




Indian Cxploafvaa Llmltad, Ftitilixar Divialon, 17/3 M.6. Marfl. KanpuM. Rood. Offleo; I.C.I. H«i»o. 8«. Chowrtnohto. Calcuttfl*. 
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for payments up lO 80 per cent on delivery, 
but the bahmee of 20 i?er cent has taken a 
long time to be settled: The study group 
has, therefbre^ sii^ested that suitable 
machinery shouM be created for expediting 
payment of govemnLcm bilJs. The restric¬ 
tion of credit on the lines suggested 
above may not create undue hardship if 
there is a careful regulation of inventories 
and it is also possible to market finished 
products without delay. 

The study group is also on firm ground 
when it observes that fhort-term credit 
should not be used for the creation of fixed 
assets or for financing non-current assets 
such as loans. In view of the over-extended 
po ition of many companies and ilie 
chetipness of this method of financing assets 
formation, some units have deliberately 
used rhoil-lcrm credit for achieving their 
ends. In these case? they can be compelled 
to reduce short-term creait appropriately 
over a period or convert such excess credit 
into tenr loans which arc repayable within 
a specified period of 5 or 7 years. It should 
I’Ot be difficult for the borrowers to issue 
additional debentures or raise funds in the 
form of equity or preference shares if new 
fixed assets have been created in the process 
and they were also augmenting earning 
capacity. When medium-term loans arc 
available and deferred credit facilities also 
have been provided by the «taiulory finan¬ 
cial corporations latterly, the correction of 
this anomaly should not be difficult. 

Commitment CKergei 

The banking system also will benefit by 
a conversion of that part of the short¬ 
term credit which has been used for 
financing non-cunent assets into medium- 
term loans or other forms as full advantage 
of refinancing facilities cun be taken when 
the lenders themselves arc short of funds. 
There cannot also be any objection for the 
levy of commitment charges on unutilised 
limits as also the stipulation of a mini¬ 
mum interest clause. It would, however, 
be interesting to note what exactly is tlic 
extent of unutilised limits in cash credit 
accounts so that greater financial dis¬ 
cipline can be enforced on borrowers and 
available resources can be made to go a 
longer way, 

But the question ultimately boils down 
to this : What exactly is ihc quantum of 
credit that can be released for other pur- 
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poses through a regulation of trade prac¬ 
tices, safeguards for preventing the use of 
short-term credit for long-term purposes 
and the compulsion to finance the hard 
core of inventories through owned funds? 

The amount of credit released can be 
sizable even if there was a regulation of 
trade practices. But this involves a 
careful examination of inventories and 
presumes the prevalence of conditions in 
which there will not be much difficulty 
in purchasing raw materials and 
components from indigenous sources or 
through imports. Even granting that fears 
of shortages and bunching of imports may 
create problems at particular stages, in the 
aggregate there should not be any undue 
bulges in the financ ng of inventories and 
proper inventory control should yield good 
results. 

Commutative iffect 

As regards the convers on of short-term 
credit, which has been used for creating 
fixed assets or other non-current a*.sets, 
into medium-term loans the result will 
immediately be a replenishment of the funds 
of the banking system with funds provided 
by the refinancing agencies. There wll, 
however, be amortization of these loans 
over a jXM'iod and the borrowers w'ill have 
to use either freshly generated internal 
resources or issue debentures, eqtiitics or 
preference shares as the case may be. But 
the cumulative effects on the industrial 
structure can be formidable, if side by 
side with the legitimaic demand that 
tenn credit should be used for financing 
assets formation, it was also emphasised 
that the hard core of inventories should be 
held by industrial units with their own 
resources. There will not be any difficulty, 
us stared above, in raising funds for re¬ 
paying short-term credits utilised for creat¬ 
ing fixed assets as there will be necessary 
cover for this purpose though there will 
be a slowing down of the process of deve¬ 
lopment if medium-term loans or deferred 
credit arrangements .ire not fully 
helpful. 

.Serious difficulties will, however, be 
c.xpcrtcnccd in raising funds for finuncing 
the hard core of inventories as even allow¬ 
ing for a varying level of inventories for 
different industries it would appear that 
a sum equivalent to about 80 per cent 
of the net fixed assets would be 
rcqtiircd for financing inventories:. Of this 
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level of inventories about twtHhtr^ j)erT 
haps constitutes the hard core Uetdmu to 
the suggestion that about 50 per of 
value of net fixed assets may be the amount 
for hard core of in\’entories that will have 
to be financed by owned resources. The 
magnitude of the problem will be realised 
if rt is pointed out that 1501 eompanies 
which had paid-up capital and reserves of 
Rs. 1963 crores had net fixed assets of 
Rs 2,100 crores (according to the data 
furnished by the Reserve Bank). This 
clearly indicates that available reserves had 
been fully utilised for creating fixed 
assets and debentures or medium-term loans 
had to be raised for meeting the deficit and 
financing part of working capital. 

Ample Scope 

A rough estimate shows that about Rs 
600 crores had been secured through de¬ 
bentures, medium-term loans and assis¬ 
tance* from institutional agencies and go¬ 
vernment. This might indicate that there 
IS scope in some cases for raising deben¬ 
tures or term credit as on the assumption 
that about 50 per cent of net fixed assets 
could be in the fonn of loans, term finance 
can be as much as Rs 1,000 crores. As it is 
common knowledge that there is readiness 
on the part of industrial units to rai.se 
debentures wherever possible because it is 
the cheapest form of securing finance, the 
aKscnce of larger term borrowing must be 
due to the fact that a number of units 
which arc comfortable have not issued de¬ 
bentures to the fullest extent or there are 
other practical difficulties. Whatever be 
the reason for this gap it will be readily 
accepted that the mobilisation of resources 
for about Rs 400 crores in respect of these 
companies alone and rnore for financing 
the hard core of inventories which can be 
uisily Rs 750 croics will be a formidable 
task. 


In anv case, in ihc ultimate analysis, ii 
amounts to a segregation of the various 
forms of credit appropriately and securing 
the required resources from the appropriate 
agencies. Either the banks themselves will 
have to be holders of debentures or other 
institutional agciicic.s will have to play a 
more important role than they arc now 
doing. It is of course a different matter il 
larger sums can be raised by way of equities 
and prcfcicncc ‘hares, but then there will 
be considerable ditl]ciill> in servicing a 
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larger paid-up capital as heavy taxation 
has been mainly responsible for the emer¬ 
gence of high debt equity ratios and greater 
reliance on borrowed fundr. The capital 
market also should be able to put up the 


^HE Indian Labour Conference, which at 
(me lime used to serve the purpose of 
bridging differences between representa¬ 
tives of employers and unions and provide 
government with a consensus on which 
to base labour policy and legislation has, 
in recent years, figured more as a debating 
forum for putting across irreconcilable 
differences and viewpoints of capital and 
labour, particularly on issues involving 
substantial financial commitments on the 
part of employers. Further, the system of 
tripartite conference involved the working 
out of a homogeneous labour policy at 
the centre and state levels, which, having 
regard to the fact that under the Constitu¬ 
tion labour is a concurrent subject, was 
necessary. The 26lh Indian Labour Con¬ 
ference held recently at New Delhi speci¬ 
fically to consider the recomm^dations 
of the National Labour Commission failed 
to evolve a coasensus on the important 
recommendations of the Commission. 

The AITUC took the line that the major 
recommendations of the Commission de¬ 
served to go lock, stock and barrel, and 
on the second day it staged a walk-out as 
a protest against certain remarks of the 
principal INTUC representative. The 
HMS did not participate in the conference 
because of the chairman not modifying 
the agenda for the conference as desired 
by it. This left practically the INTUC 
lo speak on behalf of labour. 

Strong Opposition 

The unanimous proposal of the Labour 
Commission, which the Commission con¬ 
sidered to be its most important recom¬ 
mendation, v/r., the constitution of indus¬ 
trial relations commissions at the centre 
and in the states with powers in their 
various wings of conciliation, adjudication 
and certification of the representative 
unions, evoked strong opposition from the 
states for a variety of reasons. It was 
said that labour disputes often created taw 
and order problems and therefore the 
proposal affected the rights of the states. It 
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required funds. This aspect of the pj obleni 
should be carefully examined before any 
attempt is made to streamline the basis on 
which funds arc secured for varjous pur¬ 
poses. 


was further said that the conciliation 
machinery would be more satisfactory if it 
remained as at present with the state go- 
vemmenis instead of the proposed IRC. 
Further, it was considered that the pro¬ 
posal did away with the right of the sta¬ 
tes to refer a dispute to adjudication and 
instead it was reduced to the subsidiary 
role of applying to the IRC for adjudication. 
The INTUC representatives conceded that 
the state governments should have the right 
to refer a dispute to arbitration or adjudi¬ 
cation; but for this and some other modi¬ 
fications the INTUC was in favour of the 
recommendation for the constitution of the 
IRC being implemented. On one point 
there appeared to be a consensus, and that 
was against the NLC proposal that in 
non-esssntiai industries there should be the 
requirement of a strike for 30 days before 
the dispute could be adjudicated bv the 
IRC. 

Difference of Opinion 

On the question of the basis for recogni¬ 
tion of the majority union as a bargain¬ 
ing agent for workmen, whether by secret 
ballot or verification of paid membership, 
there was difference of opinion along well 
known and expected lines. The employers* 
representatives opposed the proposed 
merger of dearness allowance in basic wage 
as well as the proposal of fixing 1968 as 
the base year for basic wages, they wanted 
the base year to be 1960 and fuither that 
the rise in dearness allowance should be 
computed on the rise in the cost of living 
as evidenced by the Simla series index 
(base 1960s 100). Otherwise the financial 
burden on emoloyers, it was said, would be 
increased by 8 to 10 per cent. The em¬ 
ployer represntatives had no objection 
to laying down 8 paid holidays (3 national 
and 5 festival) but they opposed the pro¬ 
posal that wherever the existing number of 
holidays was more tc should be protected. 

Perhaps because of the constitution of 
the Venkataraman Committee on auto¬ 
mation and its having commenced to func- 


December 5 , 1969 

lion there was no reference on the subject 
of automation at the Conference, except by 
the representative of the Delhi Admioistra- 
tion who said that automation could be 
introduced in selected industries only and 
that automation in the guise of rationalisa^- 
tion should bo avoided. He emphasised 
that as there was a lot of unemployment in 
the land, care should be taken in introduc¬ 
ing automation. 

The chairman of the Conference (the 
then Labour Minister, Mr Hathi) attemp¬ 
ted to identify the issues on which there 
was some degree of consensus. He referred 
to the near unanimous desire of the states 
to retain to themselves the power to refer 
industrial disputes to adjudication without 
necessarily coming up before the IRC as 
suggested by the Labour Commission. 
Opinion in the Conference was, by and 
large, against the adoption of the proposal 
of the Commission that in non-essential 
industries 30 days strike should elapse 
before a dispute could be referred to ju¬ 
dication. 

Broad Agroomant 

On the subject of union recognition the 
opinion had veered round to the system of 
verification of paid membership for deter¬ 
mining the majority union as against the 
ballot proposal. There was also broad 
agreement that in the event of difficulty 
on the question of recognition it should 
be resolved by a judicial body. There was 
no dispute that the labour courts and adju¬ 
dication machinery should be independent 
of the executive. He suggested that a 
steering group representative of throe par¬ 
ties should be formed to assist the govern¬ 
ment by formulating the points on which 
there was a broad consensus at the Con¬ 
ference. The achievement of industrial 
harmony and peace was the aim of all and 
there should be no delay in implementation 
of those recommendations of the Com¬ 
mission on which there was consensus. 
Tbe government was anxious that the 
report should not be shelved and wanted 
the co-operation of all concerned for the 
purpose. He did not indicate when and 
how the steering group would be formed. 
The steering grou^ would have to be formed 
by the successor of Mr Hathi. It appears 
from the foregoing that the task of the 
proposed steering group would be difficult 
and that the recommendations of the 
Commsston would undergo some impor¬ 
tant modifications. 
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FROM THE PRESS GALLERY 

P. N. CLARIFIES ECONOMIC POLICY 

OUR parliamentary correspondent 


NEW DELHI, Saturday: 
A msUoi’ economic policy clarification 
was made by the Prime Minister, Mrs 
Indira Gandhi, this week when in reply 
to a question in the Rajyu Sabha she 
announced that while her government 
was committed to “mixed economy*’ as 
spelt out in the Industrial Policy 
Resolution of 1956, nationalisation would 
depend on ‘‘the merits of each particular 
case”. 

The Prime Minister assured the House 
that there was no question of any partiality 
being shown to either the public or the 
private sector or any person. “We have 
lo view things in the context of national 
interest,” she declared. 

The Prime Minister emphasised that 
while stress had to be on increased produc¬ 
tion, it must also be balanced w'ith stKial 
justice. “ProdiicNon\” Mrs Gandhi said, 
"‘is absolutely essential for bringing in 
socialism, but at the same lime, if we do 
not look to social justice, then social 
tensions arc caused which again come in 
ihc way of production.” 

Mrs Gandhi agreed that individual free¬ 
dom was important, but she hastened to 
add that planning had to take care of the 
intei'est of the weaker sections of society 
who were not able to fight for their rights. 

Sfn«ll*Scale Sector 

Another significant observation made 
by the Prime Minister was that the govern¬ 
ment was keen on giving the utmost 
importance to the small-scale sector which 
provided larger employment and helped 
the rural areas to come forward. Similar¬ 
ly, co-opera lives, she said, had to be fully 
supported. 

The Prime Minister stressed that it 
could not be right to centralise everything 
or decentralise everything; there had to 
be a middle course which would suit 
national interests. 

Referring to the concentration of eco¬ 
nomic power in the hands of a few, Mrs 
Gandhi observed that economic disparities 
came ii^ the way of planned development. 


To som^ extent, she felt, they wcie inevit¬ 
able. But the government, she pointed 
out, had to keep itself prepared for initiat¬ 
ing .stcp.s to do away with them. Included 
among the steps being taken to reduce 
economic inequalities, the Prime Minister 
said, was the proposal to set up a mL>no- 
P4>lies commission. 

In reply to another question. Mrs 
Gandhi disclosed that the govcmmcni was 
.speedily draw ing up the terms of reference 
of the commi.ssion proposed to be set up 
to inquire into the allegations against the 
Birla group of industries. The commis¬ 
sion, she said, would also look into the 
working of the other leading business 
houses in the country. The mailer, 
Mrs Gandhi opined, was a com¬ 
plex one, but there would not be any 
undue delay in dealing with it. She 
denied the charge that time was being 
given, by way of dealing with the subject 
leisurely, to enable the parties concerned 
to set their records straight. 

Unemployment Situation 

Among the other important economic 
issues which figured prominently in the 
two Houses this week were: (i) the un¬ 
employment situation in the coimtr>': 
(ii) wagon supplies to Russia, and (iii) 
income-tax arrears. 

The issue of unemployment was raised 
111 the Lok Sabha in the form of a non¬ 
official resolution by Mr Jyotirmoy Basu 
tCPM). Several rca.sons were put forth 
by the members participating in this debate 
for the deteriorating employment situation 
in the country. While Mr Basu alleged 
tliat dependence on foreign aid and intro¬ 
duction of automation and other labour- 
saving devices were the root causes of the 
employment situation getting accentuated, 
Acharyu J. B. Kripalani (Jnd) attributed 
the worsening of the situation lo the 
government’s acceptance of the commu¬ 
nist method of planning, which laid 
overwhelming emphasis on capital-inten¬ 
sive industrialisation. Mr Onkur Lai 
Bohara (Cong) traced the genesis of 
the problem to the failure to utilise the 
vast manpower resources. He thought 
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that the issue could be better tackled if 
the plan programmes were it^wn with 
emphasis on labour-intensive schemeSk 
Dr. (Mrs) Maitrei Bose (Ind) felt that the 
failure to integrate the population and 
industrial policies wras responsible for the 
growing unemployment. Mr S, Ktmdu 
(PSP) warned that democracy in the coun¬ 
try would not survive if the unemployment 
problem was not solved expeditiously. 

Intervening in the debate, the Minister of 
State for Labour, Mr Bhagwat Jha Aind, 
announced that the government would 
soon set up a committee of experts to 
assess unemployment in the country and 
suggest remedial measures. Members oP 
Parliament, he as.sured the House, would 
be associated with this committee. The 
Minister felt that the main question wa.s 
how lo balance the fast growth of labour 
force with ihc available resources. He 
agreed with mcmbci*s that the fourth Plan 
should lay emphasis^ on labour-intensive 
schemes. 

Startling Oitclotura 

Tlic issue of wagon sui^^Ylics to the 
Soviet Union cropped up again this week 
during the question hour. But this time 
it assumed heightened significance due to 
startling disclosure made by Mr George 
Fcmendc/. Iliis SSP member alleged 
that the Soviet wagon purcliase mission, 
which was here recently to finalise iIk 
deal, had sought vital information on our 
ordnance plants and ports—all in the 
name of railway wagons. This allegation 
wa.s stoutly refuted by the Minister for 
Foreign lYadc, Mr B. R. Bhagat, w'ho 
styled it was “absolutely unfounded and 
baseless”. Instead of relenting, howcv'cr, 
Mr Femendez asserted that he had docu¬ 
mentary proof ill support of his allegation. 
There was a clamour from the non-coni- 
inunisi opposition benches for the appo¬ 
intment of a Parliamentary Committee to 
go into the question. The Speaker, Mr 
G. S. Dhillon, expressed his inability lo 
form a committee “off hand” but assurc<l 
the agitated members that if the documents 
was shown to him by Mr Femendez, he 
would examine them and take a decision 
in the light of this examination. There 
were sharp c.xchangcs between Mr Fer- 
nendez and some communist members 
following the above allegation by the 
former. 

The issue of income-tax arrears too 
generated a good deal of heat when it 
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came up for discussion in the Lok Sabhn 
at the instance of Mr O. P. Tyagi (JS). 
Mr Tyagi alleged that the government had 
utterly failed in collecting income-tax to 
the tune of as big a sum as Rs 554 crorcs. 
Critical references were made to the failure 
of the Minister for Food and Agricul- 
turc» Mr Jagjivan Ram, and several other 
ministers of the union government in filing 
their income returns. The Minister of 
State for Finance, Mr P. C. Sethi, revealed 
that the income-tax arrears (if account was 
taken of the amounts in arrears due to the 
pending appeals with the taxation autho¬ 
rities) were much larger-“approximately 
Rs 765 crorcs. He pointed out the 
difficulties being experienced in the col¬ 
lection of these arrears. Some assessecs, 
he said, had loft for Pakistan. Some 
others had liquidated their funds. Some 
were not traceable. The biggest chunk of 
arrears, however, was due to the pending 
appeiils and the objections raised against 
assessments. Mr Sethi revealed that the 
government was considering the question 
of appointing a committee of cxpcits to 
recomm-nd the streamlining of the lax 
collection machinery. 

The Minister for Industrial Develop¬ 
ment, Company Affairs and Internal 
Trade, Mr Fakhruddin Ali Ahmed, also 


made an important announcement this 
week. This related to cement industry. 
Mr Ahmed warned cement manufacturers 
against raising the price of the commodity 
after the cement decontrol came into 
effect on January I. If there was any 
tendency on the part of the manufacturers 
to raise prices, the government, he said, 
would consider what steps should be 
taken against them. 

UGG Report 

Among the other issues debated in the 
two Houses were the University Grants 
Commission's report for 1967-68, and 
the drought and famine conditions in 
parts of Rajasthan. 

During the debate on the UGC report 
for 1967-68 in the Rajya Sabha) the w'orking 
of this C'oramission was assailed by several 
opposition members. It was felt that the 
communal riots and student unrest were 
indications of the fact that the UGC had 
no real impact on the system of education. 
Soms members however, paid handsome 
tributes u> the Commission for the excel- 
Itmt work it had done. The image of 
the Commission, they argued, had been 
tarnished because several of its rccom- 
mmdutions had not been impicmenied. 
A strong pica was made for constituting 
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an all-India university administrative 
service. 

The agony of rain-starved western 
Rajasthan was well brought out during 
the discussion on this subject. Inter¬ 
vening in the discussion, the Minister for 
Irrigation and Power, Dr K. L. Rao, ex¬ 
pressed the hope that with the availability 
of more funds and water supplies, for 
which arrangements were being made, 
the state's problem would come to an 
end. 

I hrcc bills wore adopted by the Lok 
Sabha this week. ThCsc were : (i) the 
Motor Vehicles (Amendment) Bill which 
sought to provide for better regulation of 
the motor transport industry; (ii) the 
Salaries and Allowances of Ministers 
(Amendment) Bill which sought to entitle 
ministers or their relatives to retain 
government premises allotted to them for 
their residential purposes fi-ee of c^jarge 
for a month after demission or death; and 
(iii) the Wakf (Amendment) Bill which, 
among other things, sought to substitute 
a new' definition of “net annual income" 
in respect of wakfs folldwing a judgment 
of the Kerala High Court. This bill also 
sought to validate certain contributions 
already made to wakfs. 
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WINDOW ON THE WORLD 

EMPLOYER-WORKER RELATIONS IN JAPAN 


JOSSLEYN HENNESSY 


I 

ICONOlilC GROWTH V. LABOUR SHORTAGB 

LONDON: 

THE OECD has been good enough to send me copies of ten 
reports, prepared by various national trade union leaders, for 
discussion at an OECD seminar entitled New Perspectives in Col¬ 
lective Bargaining. One of the most interesting is a study of the 
evoliition of industrial relations in Japan, submitted to the seminar 
by Mr Hajime Inoue, Director of the Japanese Federation of 
Textile Workers’ Unions. 

Mr Inoue begins by pointing out that the Japanese economy 
has maintained its rapid growth since the middle of 1955, with 
an average annual rate of over 10 per cent. As a result, Japan’s 
GNP ranked second in the free world in 1968. 

This great growth of the national economy has raised the 
living standards of the people remarkably. Between i960 and 
1967 consumption per head rose by 36.9 per cent. Moreover, 
the fall in Engel’s coefficient for the same period was from 38.8 
per cent to 34.5 per cent. In addition to a higher living standard, 
the people have also epjoyed improved consumption possibilities. 

Changed Structure 

It is undeniable that the process of rapid economic growth 
has changed the structure of industry much for the better, and 
has speeded modernisation of equipment and raised productivity 
which has boosted the growth rate in a virtuous circle. The 
increase of GNP is a significant factor for the increases in invest¬ 
ment in equipment, in export, and in expenditure for consump¬ 
tion per head. 

Labour productivity in manufacturing industry increased 
50.5 per cent between 1965 and J968. 

Meanw'hile, looking at the tendency shown by the ratio of 
net national production by industries in the fiscal year 1955, 
primary industry accounted for 22.7 per cent, secondary industry 
28.7 per cent, and the tertiary industry 48.3 per cent. Against 
this, the ratios in 1967 were 11.7 per cent, 37 per cent, and 51.7 
per cent. Compared with the fall in primary industry, the ratios 
covered by the secondary and tertiary industries have grown, 
so that the structure of Japanese industry is becoming typical of 
an advanced industrial nation. 

How docs Japan’s industrial structure affect employers and 
employed? 

Taking the employment ratio in all industries in 1955, primary 
industry covered 40.2 per cent, secondary industry 24.0 per cent, 
and tertiary industry 35.8 per cent. By 1967, these ratios had 
changed to 20.5 per cent, 33.7 per cent, and 45.5 per cent. The 
decrease in the employment ratio in primary industry and the 
increase in the ratios in secondary and tertiary industries stand out 
conspicuously. 

In the employment structure, employment of family members 


has decreased while ^employed labour has increased. Hence, 
from the employment point of view, too, Japan*s advance 
towards the characteristic iodustrialised economy is obvious. 

What are the prospects for the supply and demand of labour 
in the J970’s? The growth of the labour force is expected to slow 
down, the average age will become higher, and the academic 
background will be higher. Moreover, with a definite shonage 
of young workers, a change in labour supply is inevitable. 

A survey by the Japanese Ministry of Labour in 1962 showed 
that 450,000 students had graduated from junior high school, 
and another 840,000 from senior high. By 1975 these figures 
are, however, expected to fall to 180,000 and 690,000 respec- 
tively, which will mean an acute shortage and increased pressure 
on demand and supply of labour. 

The structural change in the overall Japanese economy ^jll 
continue to increase the industrialised sectors. 

In this process, large enterprises have been able to modernise 
their equipment comparatively smoothly but the j>ace of change in 
medium and small scale enterprise has been slower and their 
increase of productivity has thus been limited. Involved in this 
problem is the excessive population, which explains why Japan’s 
national income per head is still only twentieth in the free world 
league table. Excess population has forced prices up, especially 
of the products of medium and small enterprises. 

Government statistics show that the consumer price index has 
risen 15.1 per cent between 1965 and 1968, a five per cent rate of 
increase which Mr Hajime Inoue (understandably in my view) 
castigates as “incredible” because it has been exerting tremen¬ 
dous pressure upon the people’s life. 

II 

TECHNOLOGICAL INNOVATIONS AND THE 
YOUNGER GENERATION 

Technical innovations have accelerated both the change of 
Japan’s industrial structure and its economic growth. It has also 
greatly influenced chan^ In the quality of labour and in the 
general attitude of the workers. 

The current shortage of labour is not a passing phenomenon, 
but is being caused by structural factors, which will be aggravated 
as the economy continues to grow. Japanese enterprises are 
accordingly urgently faced with the n^ to : 

(1) Adopt measures to secure workers of good qual tty; 

(2) Speed up investment in labour-saving devices and 
rationalisarion; and 

(3) Improve welfare facilities and human relations. 

Wfth the progress of technology, the skills acquired through 
experience and length of service have ceased to be the criteria by 
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which the quality of labour is assessed. Systematic knowhow, 
understanding, judgment and adaptability to machines arc the 
basic requirements of today, and they put a heavy premiiun on 
youth in the labour force. 

The future will sec the multiplication of inspection jobs and 
monotonous work. Workers will suffer little physical fatigue, 
but mental strain i$ expected to Increase. It is also notable that 
Japanese ^rkers are increasingly unwilling to do night work. 

Mr fnoue foresees that dissatisfaction with human relations at 
the work place will lead to emergence of two groups, one indiffer¬ 
ent, the other aggressive; while others may simply stand aloof. 
The result is likely to be (a) stagnation and f/i) instability in the 
labour unions. 

Changes in the attitudes of the workers are noticeable. For 
instance, the rise of wages have changed customary types of ex¬ 
penditure; consumers arc spending more on durable consumers' 
goods, and more and more w^orkers consider themselves as 
middle class. 

Japan*s workers no longer look on wages as a me^ios of pro¬ 
viding a bare living. Their aim is to acquire European wage 
levels and a higher living standard. 

At the outset of the 1969 wage negotiations, labour and mana¬ 
gement hotly debated the propriety of the demand for higher 
wages. The trade unions emphasised : (I) higher wages in line 
with the economic growth; (2) guarantee of substantial wages to 
counterbalance the rise in consumer prices; and (3) increase of 
ihc workers’ share" To which the employers replied by emphasis¬ 
ing (1) uncertainty of the future economic trend; (2) caution 
towards cost inflation and (3) the need to keep wages down. 

The outcome of the debate was an average wage increase of 
15.6 per cent, the highest since the end of World War fl. both 
absolutely and relatively. 

ITic continued prosperity of the Japanese economy, the necessity 
to cope with the ever-rising consumer prices, and the shortage of 
labour, especialy skilled hands, all combined to compel the 
employers to meet the labour unions’ demands for large jumps 
in wage.s. 

Chanfe in Attitude 

A change in the younger generation's attitude towards strikes 
led to an incrciise in strikes this year compared with previous 
years. They arc now apt to exert militant pressure upon the union 
leaders in pursuit of their demands. 

Employers are likely to react by stepping up efficiency measures 
among the administrative and managerial staff and rationalisation 
oo the shop floor. If the present trend of increase in prices conti¬ 
nues, it is thought probable that the go\'cmmcnt will revive 
attempts to chase that wilJH>'-thc-wisp -an incomes policy. 

1 suggest to Mr Inouc that wiicn he gets back home he should 
tell the Japanese authorities that the experience of all western 
countries has hitherto been that incomes policies merely postpone 
wage rises, which explode later, while they arc apt to be moix; 
suiccctirtful in keeping prices artificially down. This, as wages 
contitfUC to rise, squeezes profits, and if allowed to jicrsist both 


decreases incentives to investment and distorts supply and demand 
by diverting demand to price-controlled gpo^ and dHj^ag 
investment funds to industries producing oon-price-contfOllM 
goods or services, of which there are always plenty of 
because in a non-totalitarian .state, it is not po.sslble to 
control more than u few key prices. 

11 

TRENDS IN COLLECTIVE BARGAININO 

Wage negotiations in Japan arc mainly carried out not by 
industries but within each individual enterprise. These negotia¬ 
tions cover not only revision of wage rates but also such temporary 
payments as bonuses, and even retirement allowances. 

This is because the Japanese labour unioas, unlike their 
counterparts in the West, arc mainly enterprise-wise organisa¬ 
tions. There arc some industry wide unions but, again unlijtc 
counterpart.s in the west, they arc industrial federations whose 
membership consists not of individual workers but of the enter- 
priscs-wisc unions. 

The reasons why enterprise-wise unions prevail reflect the 
special labour-management relations of Japan. Consequently, 
the workers tend to identify themselves with the interest of the 
enterprises, creating such problems as close adherence of labour 
unions to the managements' objective, which obscures the differ¬ 
ence in interests between labour and management. Thus, the 
tendency is for labour unions to function within the framework 
of the enterprise’s interests. 

Hence, for example, if an industrial union were to carry out a 
united wage struggle, the final decision on wage rales would 
probably be reached at enterprise level. It has also become 
increasingly difficult for an industrial federation to exercise strong 
control OVC 1 its affiliated unions concerning the conditions of 
settlement. 

A survey by the Japanese Ministry of Labour in 1964 showed 
iliat no less than 94 per cent of the trade unions in Japan, with 
.1 membership accounting for 93.6 per cent of trade union mem¬ 
bers, were unions within individual enterprises. The existence 
of enterprise labour unions creates special problems : 

(1) Trends in the Labour Market 

With the rapid economic expansion of Japan, labour shortages 
have intensified. As a result, the workers instead of questing 
for jobs arc now selling their labour to the highest bidder. Since 
there is no prospect that this will cease, enterprises will not longer 
be able to hoard workers who w ill now move more freely and 
rapidly between linns and industries —a phenomenon familiar iir 
the west but new in Japan. 

(2) Influence of Changes in l.al>our Structure .Accompanying the 
Progress of Technological Innovation 

The progress of technological innovation has led to changes 
in the quality of labour and the division of labour,and has in¬ 
creased the demand for skilled workers. As u result, the definition 
of skilled labour has changed, and the customary foundations 
of labour relations, vsliich was seniority, has been weakened. 

(3) Internationalism and Reconstruction of Industry 

The Japanese economy is now in its second stage of capital 
liberalisation, and faces increasing mtemationaiisation. Enter- 
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prises arc now finding it cssentiu] to reorganise their management, 
to rationalise and to strengthen their economic policies. At the 
same time, many enterprises arc being forced to merge to meet 
economic pressure, and thus concentration is gathering pace 
These factors are expected to boost the reconstruction of industry. 
Hence, raanageriaf programmes will have to be decided on an 
industry level or national economic basis rather than as at present 
in the individual enterprise. Pressure towards ever greater 
concentrations are mounting all the time. 

One characteristic of Japanese collective bargaining is the 
annual round of wage negotiations every spring known as the 
“Spring Struggle”. Since 1955 the “Spring Struggle” has con¬ 
trolled the timing of the wage demands of the Japanese labour 
unions, and has helped in establishing wage levels. Moreover 
it is a device which clearly goes beyond the mnhods of deciding 
wages on an enterprise basis. The reasons for the “Spring 
Struggle” and its advantages and disadvantages arc still widely 
debated. However, that wages are being more and more decided 
outside the framework of enterprise labour relation*, and that the 
consciousness of unity among the workers is increasing, arc 
important factors in the contemporary Japanese economic scene. 

As a result of these Spring Struggles, average wage increases 
have been 11.5 per cent, and the pace has been swift. Moreover, 
these wage demands have constantly been met, although big wage 
increases have not necessarily been due to the strong unity of 
labour unions, but much more to the acute shortage of labour 
and the rise in consumer prices. 

If Japanese wages, instead of being decided inside the enter¬ 
prises arc being determined more by economic and social factors, 
it is nevertheless true that, in future, the leadership of industrial 
labour unions is expected to become more prominent during 
wage struggles, and that this will have a marked effect on the 
labour movement. 


IV 

THE FUTURE OF INDUSTRIAL RELATIONS 

To sum up, Japan’s labour unions and the pattern of employer- 
worker relations now face a crucial turning point. In the labour 
movement, the rift between the rank-and-file and union leaders, 
and the tendency for the workers to disown their leaders is becom¬ 
ing more and more obvious. The feeling by the rank-and- 
file of “participaton” in their union is dwindling. 

Having hitherto been in enterprise unions, the rank and file 
have yet to learn the techniques of organising national or industrial 
unionism. They will have to learn how to cope with financial 
difficulties in collecting union fees, owing to the check-off system. 
Japan's labour leaders will have to take off their coats and roll up 
their sleeves if they hope to remain in command. 

Dissolution of Japan's traditional enterprise unions in the 
immediate future in inconceivable. However, it is doubtful 
whether enterprise unions will be able to meet the expectations of 
workers by coping with the industrial advancem^t which requires 
flexibility in negotiation and, in Inoue's view, conscious differ¬ 
entiation between the interests of the enterprise and its employees. 

Although trade union activities in Japan have hitherto centred 
around the enterprise, the unions have been alive to political 
activities and ideologies. Japanese labour unions traditionally 
adhere to “progressive” parties and incline to oppose existing 
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instituti^v.^ However, it is unlikely that the leaders who arc 
pani^oaiii poHtlOs have mach of a future because a recent opini¬ 
on survey ijimong workers revealed that they prefer modification of 
the present capitalistic system rather than having to choose between 
capitalistic or socialistic systems. This can be attributed to some 
extent to the fluidity of the Japanese trade union movement, 
and the question of unification of the split between Sohyo and 
Domei, the two labour fronts jsnow evolving along with industrial 
reorganisation. More and more unions nowadays consider that 
they should build up industrial policy from the workers* view¬ 
point and participate in national economic policy-making. The 
unions are also becoming interested in international relations 


Mi67 

and increasing co-operation with international federatii^ is 
likely* 

It is noteworthy that in so many craft and industry uniofis in > 
western countries the leaders have lost control over the shop 
stewards in individual enterprises. The main reason for this is 
that ever increasing state intervention in wages and prices has 
placed responsibilities on union leaders which seem to the workers 
on the shop floor to be at variance with their own. Consequently, 
there is a growing feeling that unions should be organised by 
enterprise. This is in direct contrast with what, according, to^ 
Mr Inouc, is hapening in Japan where the trend is towar(|bf^^<( 
labour-management conference for each industry. 
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IHDIA AND G.D.R. AS TRADE PARTNERS 


H SACHSE 

Commercial Counsellor and Trade Representative of GDR in India 


INDIA is an important trading partner of the Oermaii Demo¬ 
cratic Republic (ODR) and holds at present the second position 
after the United Arab Republic among the GDR*s overseas trade 
partners. The trade relations between the GDR and India 
started in 1954 and since then there has been a positive develop¬ 
ment. The first trade agreement between our two countries was 
signed in October 1954. In 1956 a new trade agreement was 
concluded and it is laid down there that all payments for the future 
exchange of goods as well as payments for non-commercial pur¬ 
poses have to be made in Indian rupees excusively. That was the 
time when the rupe» payment for the trade between the GDR 
and India came into existence. 

From that time on India had the possibility to finance all 
imports from the ODR on the basis of its export earnings to that 
country. This gave momentum to the Indian exports on the one 
hand, and on the other hand, it prevented any chronic imbalance 
of payment. On the basis of these trade and paymmts agreements 
the trade tunrover had increased steadily. 

In December 1959, a new long-term trade and payments 
agreement had been concluded between our two countries. Under 
this agreement the trade turnover increased from Rs 22.5 crores 
in 1960 to Rs 37.1 crores in 1963. The agreement signed in 
New Delhi in September 1964 brought about another increase of 
turnover to Ra 42.1 crores in 1967 In January 1969, a long-term 
trade and payments agreement was signed for the first time by 
government delegations of both sides. According to this agrec- 

FOREIGN TRADE -GDR-1NDIA 


(Million rupees) 


Year 

GDR 

Export 

GDR 

Import 

Turn¬ 

over 

1955 

24 

10 

34 

1960 

101 

124 

225 

1963 

189 

182 

371 

1965 

2)5 

220 

435 

1967 

224 

197 

421 

1968 

196 ^ 

244 

440 


meat, which is the present basis of our economic relations the 
turnover which amounted to Rs 44 crores in 1968, is envisaged 
to be further increased. 

According to the economic structure of the German Demo¬ 
cratic Republic, the miin items which were and arc exported by 
the GDR to India consist of products of the metal-working industry 
such as machine tools, foodstuff processing machinery, precision 
machinery and above all polygraphic machinery. In addition to 
this, wc hold that (he large amounts of potash fertiliser delivered 
to India are of great importance for the realisation of the aims 
which the Indian agriculture wants to fulfil in future. Wc there¬ 
fore foci that this item m'ght be a stable factor for years to come. 

Beneficial Effects 

The beneficial effects of our bilateral economic relations became 
apparent once again in spring 1969 when there was an acute 
shortage of X-ray film? in India. Within the shortest po.s$ible 
tim^ the GDR had found possibilities to meet this shortage by an 
immediate supply of X-ray films to the extent of Rs 5 lakhs. 
The first consignment was directly flown to Bombay as it was 
urgently needed. 

The imports of the GDR from India consisted mainly of tradi¬ 
tional goods such as jute products, coffee, tea, spices and oil-cakc 
during the first few years. According to the changing structure 
of Indian economy there have been included a vast number of new 
items into the list of goods imported by the GDR from India, 
as for io.stancc, hand knitting machines, auto batteries, dry batter¬ 
ies, textile machinery, flanges, radiators, footwar and so on. 
To the extent we can increase our exports to India wc wilt be able to 
increase the imports of the mentioned products to our country. 

The recent highlights of the economic relations between the 
ODR and India were the successful conclusion of contracts on 
the supply of tractors for Indian agriculture and above all on the 
supply of freighters for the Indian merchant fleet. The fast 
developing and highly productive shipbuilding industry Of the 
GDR attracted the Indian shipping companies, and negotiations 
started last year between Indian shipowners and the ship-building 
industry of the GDR for the delivery of cargo vessels to India* 

In a very short time a contract was finalised for the delivery 
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of four sliips to Messrs Scindia Steam Navigation Co. Ltd, 
Bombay, amounting to Rs I] crorcs. 

Only a few weeks ago the Shipping Corporation of India 
Limited (an undertaking of the Government of India) also entered 
into a contract with the shipbuilders of the GDR for the delivery 
of six most modem liner cargo vessels amounting to a total value 
of Rs 2S crores. This contract is the largest single deal negotiated 
between India and the GDR so far. Tt is also reported to be the 
largest single order placed so far by any Indian shipping company. 

TJic vcsscis under contract for India arc equipped with the 
latest technical achievements and are pace-makers in the further 
technical development. The ships which will be delivered to the 
Shipping (Corporation of India, for instance, will have a speed of 
over 2i knots as against the normal speed of about 16 to 17 knots 
only. When delivered these ships will be the fastest vessels in the 
Indian merchant fleet. Apart from the high sj^ced these ships 
will have many other modern fciiturcs. They are container- 


oriented and are especially equipped with gear for fast loading and 
unloading operations. They will bo also fitted with the latest 
equipment to improve the eiBciency in turfiround and will also 
be able to 'cari y pelletised goods and heavy industrial equipment. 
Besides this (he vessels will be provided with large refrigerated 
space to serve the expanding Indian exports of frozen shrimps, 
and other sea products and perishable foodstulT. 

To assist India in the fast expansion of her merchant fleet* 
the shipbuilding industry of the GDR has provided so far a com- 
mcrical credit worth Rs 36 crores within one year. The credit 
terms are very favourable for India. The credit is rcpayblo in ten 
yearly inslalmenls at a very low interest of 3.75 per cent only. 

I feel that the economic and trade relatk)ns between GDR 
and India arc essential for the friendly relations between our two 
peoples. This initiative should result also in an overall 
deepening of our mutual relations. 


GOLD IN INTERNATIONAL MONETARY SYSTEM 


GERARD A. DONOHUE 


WASHINGTON : 

ALI HOUGH gold will continue to play a major role in inter¬ 
national financial transactions and computation of financial 
.i.sscts, its relative importance has been declining steadily and will 
undoubtedly continue to do so. Ten years ago the .share of gold 
in the government reserves of the ntembers of the International 
Monetary Fund, which includes just about every nation outside 
of the communist nations, was about 66 percent, with holdings 
of foreign currencies and deposits with the IMF making up the 
rest. Today there is just about the same amount of gold in 
official cofTers—40,000 million dollars but holdings of foreign 
currencies have almost doubled and deposits with the IMF have 
more than doubled. Hence gold’s share now has fallen to 
about 50 per cent. 

With the introduction ot Special Drawing Rights (SDR)— 
the new man-made reserve asset-^and increased deposits of the 
member nations in the Fund, gold is hound to diminish in 
importance as a monetary asset 

Unprecedented Co-operation 

Given the unprecedented co-opcraiion and willingness to assist 
each other that has existed among the major trading nations of 
the non-communist world since the end of World War 11, if was 
almost inevitable that the importance and power of gold would 
diminish. 

For no modern industriali/ed nation wants to have its 
domestic economic and social policies determined by the 
amount of gold it happeas to possess, as it would if there were 
not this spirit of co-operation and the structural systems such as 
the IMF and ‘Swap” agieemcnts to make this co-operation work. 

But as some nations* currencies got out of line with other 
nations' currencies, as they do regularly, the whole system was 
under threat both from nations who would stand to profit by 
changes in currency values, or hoarders who distrusted paper 


money and speculators who hoped that the price of gold would 
be forced up from thirty-five dollars to the ounce. 

This price has been the base of the whole international mone¬ 
tary system since the IMF was formed at Brettoo Woods in 1944 
to eliminate the trade w'ars and competitive devaluations that 
had held back trade and brought about much of the misery of the 
depression of the 1930’s. The immediate and most dangerous 
tlircat to the system, and the one that brought about action, took 
place in the early months of 1968 as gold flowed from the United 
States at an alarming rate. 

Many nations, as well as speculators, believed that the United 
States would be forced to increase the price of gold substantially. 
The price on the free markets moved up to about 44 dollars an 
ounce and showed indications of going higher and higher. 

The major trading nations were not going to let this happen. 
They agreed to separate monetary gold from speculative, indus- 
irial or ornamental gold, that is, they would only buy and sell 
gold among themselves for monetary purposes at the traditional 
ihirly-fivc dollars per ounce. 

It took quite a while for the speculators to get the message 
that they were not going to make big profits, but once they did. 
they started selling gold—for gold pays no interest—and interest 
rales arc high in both Europe and the United States. The price 
of gold kept coming down, even through the monetary crises in 
Europe over the past year - until last week It hit thirty-six dollars 
an ounce. 

Fhe two-licv gold system, as it is calM, has been a great success 
m maintaining monetary stability. The only flaw is that the 
trading nations have not been able to reach an understanding 
with South Africa as to how to handle newly-mined gold within 
the present arrangement. The nations have been in communica¬ 
tion with South Africa, and the United States, among others, 
.hopes that some arrangement satisfactory to all parties can be 
worked out. 
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WHILE Mr T. T. Krishnamachari^s recent 
dramatic dash to New Delhi, in order to be at 
the Prime Minister's side, has provoked varying 
reactions from politicians of ditferent persua¬ 
sions, the Prime Minister has earned full 
marks for enlightened self-interest by con¬ 
ceding the fact that the people she has surroun¬ 
ded herself with or who have surrounded her do 
not exactly amount to a "brain trust* *. Thanks 
to the fact that the political understanding 
between her and Mr Y. B. Chavan is less than 
perfect, while her personal distrust of him 
continues to be as intense as in the days imme- 
< diately following the Home Minister’s parti¬ 
cipation in the nomination of the official 
Congress candidate for the President, there is 
really nobody in her council of jitimsters who 
has the right combination of ability and political 
status to be able to assist her eflectively as a 
reliable counsellor on complex matters of 
policy, particularly in the economic field. 

It is no secret that, although Mrs Gandhi 
is conscious of the very useful services Mr 
Fakhruddin Alt Ahmed has been rendering her 
in certain fields; sl^ does not have a very high 
opinion of him as a sound guide on economic 
policy-making. There is also enough ground 
for the supposition that Mrs Gandhi has 
lately come to have a rather poor view of 
Mr Dinesh Singh's judgment where delicate 
issues of state-craft are concerned. I have 
also heard it said that she has developed a dis¬ 
taste, moreover, for the obvious enthusiasm 
with which the Minister for External Affairs 
has tried to run her or her administration. 
If there is one suggestion which Mrs Gandhi 
resents more than any other, it is that she is 
liable to let others make up her mind for 
her. Mr Dinesh Singh, in the Impatience of 
his political youth, appears to have been 
insensitive to the sensibilities of the Prime 
Minister in this regard. 

As for Mr Jagjivan Ram, he is another of 
her colleagues whose political usefulness may 
have more value for Mrs Gandhi than any 
contribution that he, in her own opinion, 
may be able to make to the cause of good or 
effective government, ft is possible that the 
Prime Minister has considerable use for Mr 
Swaran Singh’s views and advice, if . only 
because of his ancient presence in the central 
cabinet. The Defence Minister, again, has 
the virtue of not being too deeply involved in 
the factional squabbles which have led to the 
ooUnpse of the Congress party. Although 
Mkr Swaran Singh is too careful to forget even 
for a moment oq which side his political bread 
Is buttered, it .must be sgid to his credit that 
on the whole he has tome himself with a degree 
of personal decency which certainly has not 
been a^<:«haraoteristic of the behaviour of the 
other Igtth6ilt in the Prime Minister's camp. 


The Defence Minister, however, suffers from 
the fact that his extreme resilience and 
flexibility render him unfit to be regarded as a 
rock which could be leant upon. 

In the normal course, the presence of Dr 
V. K. R. V. Rbo in the cabinet should have 
been an asset on which the Prime Minister 
could easily draw heavily. Dr Rao has the 
nece.ssary intellectual equipment as well as the 
special expertise needed to assist the Prime 
Minister in policy-making, particularly in the 
economic field. However, for reasons which 
arc not very clear, Dr Rao’s talent has been 
only grudgingly utilised so far. It is, of course, 
true that he has no political weight to boast 
of. Of the others in the council of ministers, 
nothing much need be said in this context. 

To return, then, to my original suggestion, 
Mrs Indira Gandhi’s court is far from being 
a glittering assemblage of Nine Gems. It 
could not have been easy for Mrs Gandhi to 
admit as much even to herself, let alone pub¬ 
licly and 1 therefore repeat my view that 
she deserves credit for acknowledging for 
all to know that she needs help other than 
what her immediate circle can provide. 
The induction of Mr C. Subramaniam as 
interim "President” for her faction in 
the Congress party was one expression 
of her desire to tap additional talent. 
At least from about the time of the Farida- 
bad session and more particularly since the 
nationalisation of banks, Mr Subramaniam 
has been furiously exploring ways and means 
of breaking into her counsels. That he has 
competence enough to serve her cflTectivcIy in 
policy-making, particularly in the economic 
field, cannot be gainsaid. Nor can it be ques¬ 
tioned that there are limits to his competence 
in this matter, Mr Subramaniam's chief failing 
is a certain immeturity of emotions as well 
as intellect. I have heard it said of him 
that he is more intelligent than wise, more 
clever than intelligent and more cunning than 
clever. There is perhaps a lack of charity in 
this assessment, but the fact cannot be over¬ 
looked that Mr Kamaraj, who is as shrewd 
a judge of men as any, has always regarded 
Mr Subramaniam as undependable. The ques¬ 
tion is whether Mrs Gandhi takes a differ¬ 
ent view of her interim "President”, and if 
so, how different a view. His first few days in 
the new office have certainly not been such as 
to inspire confidence in his ability to inspire 
confidence. There was. for instance, absolutely 
no necessity for Mr Subramaniam trying to 
take upon himself the responsibility for the 
controversial nominations to the "requisi¬ 
tioned” working committee. The point 
about a white lie is that it should be 
more white than a lie. This minimal 
requirement was not fulfilled in this case. 


since it was only too obvious that the nomi¬ 
nations were decided by Mrs Gandhi; if 
she had an adviser in this matter, it most 
certainly was not Mr C. Subramaniani. 

It follows, then, that Mr Subramaniam can¬ 
not be anything like a complete answer to 
Mrs Gandhi’s prayer for external assistance. 
It is precisely here that Mr T. T. Krishnama- 
chari comes in. Even in the good old days of 
the stalwarts in the central government, such 
as Govind Sallabh Pant, Mr ICrishnamachari 
was conspicuous for his total grasp of the 
philosophy and business of government. Now 
given the virtual bankruptcy of wisdom or 
expertise in Mrs Gandhi’s council of ministers, 
TTK. easily stands out as a unique possibility 
for the role of a friend, philosopher and guide 
for the hard-pressed Prime Minister. No 
wonder, then, Mrs Gandhi has now turned to 
him so demonstratively for assistance. It 
must be said for the record however that she 
had not always been so appreciative of the 
potential of TTK in the years since she 
became Prime Minister. 

I have met with a suggestion that Mrs 
Gandhi’s current enthusiasm for TTK is due 
to her keenness on spiting Mr Kan^ariid by 
depriving the latter’s camp.of the prestigious 
association of the grey eminence ofTambaram. 
There is not much subsunce in this specula¬ 
tion, While it is true that TTK has not only 
parted company with Kamaraj but has done 
so with some attendant unplesantneas, the 
former could conceivably be as much of a 
political liability to Mrs Gandhi as a political 
asset. In the first place, there is no love lost 
between him and some of the leading members 
of Mrs Gandhi’s entourage. A man of TTK’s 
intellectual sophistication and emotional refine¬ 
ment is unlikely to find many congenial political 
bedfellows in the odd company that Mrs 
Gandhi has chosen or is compelled to keep. 
In the same way, the fellow-travelling oppor¬ 
tunists and other adventurists in Mrs Gandhi’s 
camp cannot easily he expected to swallow 
without a struggle the importance which Mrs 
Gandhi may desire to invest TTK with as 
an architect or strategist of her administration. 

If nevertheless, the Prime Minister has taken 
the decision to invite TTK to her counsels, it 
must be because of the fact that she desperately 
needs expert guidance and advice; of a quality 
which she cannot find in her court circles. That 
TTK himself would enjoy the intellectual 
challenge of the opportunities which the Prime 
Minister wishes to offer him for the making 
of policy or the conduct of the administration 
may be safely assumed. What remains now 
is the working out of the formal and procedural 
arrangements for giving effect to tl>e role- 
which Mrs Gandhi has found it necessary 
and desirable to assign to TTK. 

V.B. 
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Trade 

EXPORT AWARDS 

THE Minister for Foreign Trade presented 
the first set of awards recently for outstand¬ 
ing export performance. Out of the nearly 
one hundred nominations received ■ from 
different sponsoring agencies, the selection 
committee under the chairmanship of 
Mr M. C. Chagla has decided on nine 
Awards and twenty-three Certificates of 
Merit. The winners of the Awards arc : 

Hindustan Steel Limited : For outstand¬ 
ing exports in the field of steel, HSL’s 
export of over Rs 37 crorcs during October 
1966—March 1968 account for more than 
half of total national steel exports. 

Indo-Marine Agencies (Kerala) Private 
Ltd, Cochin : For outstanding exports of 
frozen and canned sea foods and frozen 
frog legs, accounting for over a tenth of 
total exports and for securing and stabilis¬ 
ing the market for these products in deve¬ 
loped countries. 

Hill Tiller and Company, Mangalore ; 
For achieving nearly 60 per cent of total 
exports of coffee and making a break¬ 
through in the highly competitive markets. 

Raymond Woollen Mills Limited, Bom¬ 
bay: For being leading exporter of woollen 
goods, accounting for nearly 60 per cent 
of the total exports and for opening up 
possibilities of exporting superior woollen 
fabrics to developed countries. 

India Leather Corporation Private Limit¬ 
ed, Madras : For being the largest exporter 
of East India tanned hides and skins, wet 
blue chrome skins, etc. accounting for near¬ 
ly a tenth of total exports. 

Tata Exports Limited, Bombay : For 
ibest performance amongst recognised ex¬ 
port houses, with many firsts in India’s 
export trade to their credit. 

Bralthwaite and Company (India) Limited, 
Calcutta : For creditable success in procur¬ 
ing substantial orders for railway wagons 
and other materials against international 
competition. 

Imkemex India Limited, Calcutta : For 
outstanding performance in the export of 
chemicals and allied products and polyster 
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fabrics, and for their pioneering export 
etforts in these fields. 

Central Bank : For providing the larg¬ 
est amount of credit to exporters and for 
doing particularly noteworthy job in 
developing exports from Gujarat and 
financing nearly half the exports from that 
state. 

The nine winners of Awards will be 
presented rotating shields and smaller re¬ 
plicas of the shield for retention by them. 
A citation of their etforts on the basis of 
which they were .selected for the Awards 
will also be presented to each of them. 

The names of the twenty-three winners 
of Certificates of Merit in different com¬ 
modity groups are ; Indian Leaf Tobacco 
Development Company Ltd, Calcutta: un¬ 
manufactured tobacco; Kissan Products 
Ltd, Bangalore : processed foods; Chow- 
gulc and Company Private Ltd, Goa : iron 
ore; Bombay Dyeing and Manufacturing 
Co. Ltd, Bombay : cotton textiles; Keshav- 
lal Talakchand Private Ltd, Bombay : 
cotton silk fabrics; Indian Textiles Co. 
Private Ltd, Calcutta : natural silk 
fabrics; All-India Handloom Fabrics Mar¬ 
keting Co-operative Society Ltd, Madras : 
handloom cloth; Hind Hosiery Mills, 
Ludhiana : woollen hosiery; Miltons 
(Private) Ltd, Bombay : readymade 

garments; Kant and Company Pri¬ 
vate Ltd, Calcutta : jute manufactures; 
Patel Polkart Ltd, Cochin : coir products; 
V. D. Swami and Co. Private Ltd, Calcutta: 
iron and steel; Bharat Steel Tubes Ltd, 
New Delhi : steel pipes and tubes; Zenith 
Steel Pipes Ltd., Bombay : steel pipes and 
tubes; Indian Cable Co. Ltd, Calcutta : 
electrical cables; Indian Telephone Indus¬ 
tries, Ltd, Bangalore: tele-communication 
equipment; Dr Beck and Co. (India) Ltd, 
Poona: wire enamel; Babli Products 
(India), Bombay ; plastic products; the 
Bhor Industries Private Ltd, Bombay : 
PVC leather cloth; R. Y. Durlabhjit Jai¬ 
pur : precious stones; Mahendra Brothers, 
Bombay : diamonds; Walker Anjaria and 
Sons Private Ltd, Jamnagar : raw wool; 
and Grand Smithy Works, Howrah : iron 
and steel scrap. The scheme of awards for 
public recognition of outstanding export 
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performance was announced by the govern¬ 
ment in November 1968. 

EXPORT OF FERROUS SCRAP 

Out of the total exports of ferrous scrap 
valued at Rs 8.36 crores in 1968-69, the 
share of Messrs Grand Smithy Works was 
around Rs 2.75 crores. Grant Smithy 
Works is an established firm which branch¬ 
ed off into scrap business two decades ago. 
Scrap processing in the current sense and 
stretch was unknown in this country and 
what existed for processing were a couple 
of manually operated baling presses. Gra¬ 
dually exports of unwanted scrap were 
undertaken and in the last five years sur¬ 
plus scrap export brought the country 
foreign exchange earnings of over Rs 40 
crores of which Grand Smithy’s share was 
a consistent 35 to 40 per cent. 

LEATHER EXPORTS 

Speaking at the twelfth annual general 
meeting of the Leather Export Promotion 
Council, recently, Mr Nagappa Chettiar. 
chairman of the council stated that the 
exports of East India tanned hides and 
skins reached record levels during 1968-69. 
After the slump of the previous year, the 
exports during the year at Rs 49.53 crores 
were higher by about Rs 15 crores from the 
previous year’s level which amounted to 
nearly 40 per cent increase. The 1968-69 
figures arc the highest ever recorded, 
both in quantum and in value. Though the 
quantum of export is not substantially 
higher than the earlier year’s levels, the 
higher prices of 1968-69 contributed to the 
record export values. The export of goat 
skins was higher by about Rs 9 crores 
from the earlier yearns level. Sheep skins 
accounted for an additional Rs 2.50 crores 
and cow hides nearly another two crore 
rupees. There was marginal increase in the 
export of buffalo calf skins and the export 
of buffalo hides was nearly double the pre¬ 
vious year’s level. There was a small in¬ 
crease in the export of cow calf skins. 
However, there has been a decline in the 
export of tanned reptile skins. 

EASUN EXPORTS 

Easun Engineering Company Ltd. 
Madras, has received (wo export orders, 
one from Niger Dams authority, through 
their consulting engineers in the UK, and 
the other from the National EleOtricity 
Board, Malaysia. The Niger Dams order is 
a turn-key Job for the manufacture, supply, 
installation, testing and commissioning of 
extensions to existing 132 kV outdoor 
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substation, and a new 33 kV outdoor 
substation. Easun will be exporting two 30 
mVA 132/33 kV ON/OFB cooled Hack- 
hridge-Hcwittic Easun power transformers 
and two earthing transformers; 33 kV 
800/1200 amps., 750 mVA oil circuit break¬ 
ers, current and potential transformers, 
control andrelay boards with sophisticated 
protective gear, low tension switchgear to¬ 
gether with galvanised steel structures, bus¬ 
bars, clamps and connectors. Apart from 
the above, the other equipment will con¬ 
sist of 132 kV isolators and surge diverters, 
neutral earthing resistors, earthing mate¬ 
rials; 33 kV, 11 kV and 1.1 kV power and 
control cables. The value of the two orders 
is nearly Rs 43 lakhs. Easun has already 
exported Hackbridgc-Hcwittic Easun power 
and distribution transformers to Tanzania, 
Kuwait, Sudan, Trucial States, Easun 
ottermill switchgear to Malaysia, and are 
currently executing transmission line con¬ 
tract work at Kuwait. 

FOREIGN TRADE IN SEPTEMBER 

Exports from this country, including re¬ 
exports, amounted to Rs 119.63 croresand 
imports Rs 139.65 crorcs, leaving a trade 
gap of Rs 20.02 crores. 'Fhe cumulative 
total for the first half of the current finan¬ 
cial year, April-Seplcmber 1969, as com¬ 
pared with the same period in 1968 is ; 

(Rs crorcs) 


April April 

to to 

September September 
• 1968 1969 


Exports (including 

re-exports) 677.80 698.81 

Imports 979.97 . 773.86 

Balance of trade —302.17 —75.05 


VANASPATl PRICES 

Vanaspati prices have been further re¬ 
duced to the extent of seven paise per kg 
in the north zone, five paise per kg in the 
south zone, six paise per kg, in the east 
zone and 16 paise per kg in the west zone. 
The reduced prices, which took effect from 
November 23, have been notified by the 
government under the Vegetable Oil Pro^ 
ducts Control Order, 3947, separate prices 
being fixed for sale by producers, whole¬ 
salers and retailers. Hie reduction in prices 
was due to a fall in groundnut oil prices in 
the lasjUfew weeka. The maximum retail 
prices of vanaspati In the different pack- 


sizes and when sold loose, exclusive of sales 
tax and other local taxes, will be as under: 


Zone 

16.5 

kg 

4 

kg 

2 

kg 

Loose 
per kg 

North 

(Rs) 

76.02 

(Rs) 

20.14 

(Rs) 

10.53 

(Rs) 

4.61 

South 

75.77 

20.08 

10.60 

4.59 

East 

76.41 

20.24 

10.57 

4.63 

West 

72.36 

19.25 

10.08 

4.63 


U.K. LOAN 


Five loan agreemmts implementing fur¬ 
ther financial assistance from the UK to 
this country were signed, recently. Together 
with the debt relief loan of £ 7.5 million 
(Rs 13.5 crores) signed on July 2, 1969, 
these five loans implement in full the pledge 
of £ 38 million (Rs 68.4 crores) of new 
financial aid for this country in 1969-70 
made at the meeting of the Aid India Con¬ 
sortium in May of thi.s year. The amounts 
and types of the several loans arc : £ 16 
Million (Rs 28.8 crorcs) maintenance loan. 
£ 4 Million (Rs 7.2 crores) mixed imports 
loan, £ 7.5 Million (Rs 13.5 crorcs) capital 
investment loan, £ 1 Million (Rs 1.8 crores) 
ICICI loan and £ 2 Million (Rs 3.6 crores) 
mixed project loan. The total pledge shows 
an increase of £ 3 million over that for 
1968-69, and of the £38 million, some two- 
thirds is in the form of non-project aid. 
The loans described above arc made avail¬ 
able on the same terms as all British loiuis 
to this country in recent years; the capital 
is repayable over 25 years with a 7-year 
grace period, and no interest is charged on 
the loans. 

AMALGAMATIONS REPCO 

Amalgamations Rcpco Ltd is creating 
a new manufacturing operation in technical 
and financial collaboration with Repco 
Ltd, Australia, an important manufacturer 
in the automotive ancillary field in Austra¬ 
lia. This international co-operation aims at 
producing clutch driven plates, clutch 
cover assemblies and clutch repair kits 
increasingly required by the automotive 
and tractor indu-stries in the country. 
Amalgamations Repco will be able to 
count on the technological expertise of 
Repco Ltd which will give the company 
valuable rights to products and advanced 
techniques which have been made possible 
by extensive research and development. 

A continual flow and development of new 
ideas in production methods, together with 
the latest manufacturing plant and equip¬ 
ment, will make Amalgamations Repco's 


clutch products factory at Madhavaram 
Madras, fully capable of producing dutch 
driven plates, clutch cover assemblies and 
bearing assemblies of sizes to suit all makes 
tfnd models of passenger cars, commercial 
vehicles and tractors manufactured in the 
country. 

SEMINAR ON PAPER 

Indian Pulp and Paper Technical Asso¬ 
ciation organized an international seminar 
on ‘High yield Pulping of Tropical Raw 
Materials’ from December 3 to December 
5, in Vigyan Bhavan, New Delhi, wherein 
more than twenty-five reputed research 
scientists and technologists in this field 
from all parts of the world participated. 
Besides, four to five hundred local delegat¬ 
es also attended. This seminar highlighted 
the adoption of high yield pulping processes 
lor the utilisation of tropical raw materials. 

It dealt with tlicory, processes and equip¬ 
ments in different sessions. As the present 
resources of bamboo in the country arc 
fully committed for utilisation by the pa¬ 
per induury, it is essential to harness 
other tropical raw materials like hard¬ 
woods, bagasse and agricultural residues 
in the immediate future. 

INDUSTRIAL FASTNERS 

Mr I. M. Sakhuja, Chairman, Industrial 
Fastners Association of India, stated at the 
annual general meeting of the association 
held recently that the industry has been 
experiencing grave difficulties due to non¬ 
availability of steel of required specifica¬ 
tions and tolerance. He suggested that at 
least 21 per cent of the total production of 
steel in the country should be allocated to 
the re-roIIcrs for exclusive supply to fast- 
ners industry. The association, he added, 
would help in identifying the quality, size 
and tonnage required by the member firms. 

He added that tested billets should bo 
allocated to the fastner industry because 
fastners are widely used in bridges, railways, 
transmission towers and transport industry* 
During the last six years the industry has 
exported fastners in large quantities and 
during 1968-69 alone it earned foreign 
exchange to the extent of Rs 94,55 lakhs. 

NAMES IN THE NEWS 

Shareholders of Tata Chemicals Ltd, 
adopted by miiority the resolution re¬ 
appointing Mr Tulsidas Kllachand as a 
director of the company at its adjourned, 
annual meeting in Bombay recently. The 
meeting was called following a demand for 
poll on the resolution at the annua] meet¬ 
ing on November 21. 
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Company Affairs 


TATA CHEMICALS 

MR J. R. D. Taiii, C haiunan, Tata 
Chemicals Ltd, statedat the annual general 
meeting held recently, that the situation 
regarding the fertilizer project remains 
uncertain. He added that the initial reac¬ 
tion to the comoany's application for the 
expansion of soda ash capacity to one 
thousand tonnes per day has been negative 
on the grounds of policy against concen¬ 
tration of large capacity in one area and in 
one group, although this scheme is tech¬ 
nically integrated with the revised ferti¬ 
lizer project. He pointed out that the 
government has given an opportunity to 
the company to make a detailed representa¬ 
tion, which has been submitted. 

In the context of the progress of the 
company during the year, the Chairman 
stated that it made substantial progress 
in the scale of its operation by enlarging 
the scope of its service to consumers and 
the country. The company has shown 
substantial self-reliance in developing 
truly indigenous expertise and capability 
in the design, engineering, construction and 
operation of soda ash and allied plants. 
It has been largely through the contribution 
made by this company that the country has 
become self-sufficient in soda ash. More¬ 
over, the company has initiated vigorous 
steps to export soda ash, even at a loss as 
a means of earning foreign exchunge 
for the country. Mr Tala indicated that 
there arc sure signs of shortages develop¬ 
ing in respect of soda a.sh in the country 
and in that context the project to increase 
the capacity of the Mithapur plant to 
1,000 tonnes a day would be in the count¬ 
ry's interest, especially because additional 
capacity can l)c installed in half the time 
and at a fraction of the costs both in terms 
of rupees and foreign exchange, which it 
would take to establish similar capacity 
elsewhere. 

Mr Tata pointed out that the fertili/er 
project at Mithapur has vital significance 
because fenili/crs will have to Ik imported 
into the country during the next five years 
at a cost around Rs 1,000 crores in foreign 
exchange. The fertilizer project has been 
held up for nearly two years and during 


this ixjriod no new major fertilizer plant 
has been undertaken showing the need 
for accelerating the decision making 
machinery of the govermnent in economic 
alTairs. He added that every day’s delay 
in taking right decisions increased the 
magnitude of economic difficulties and 
prolonged the poverty and misery of our 
people. 

EUROPEAN HOTEL CORPORATION 

Five leading Furopean airlines—Alitalia, 
BEA, BOAC, Liifthansii and .Swissair- 
supported by five European banks 
S. G. Marburg & Co., Banque Dc Paris 
Et Dcs Pays Bas, Banca Commerciale Iia- 
liana, Deutsche Bank and Union Bank of 
Switzerland- -have signed an agreement for 
the establishment of a company to be call¬ 
ed the European Hotel Corporation. This 
agreement Is subjected to approval of some 
boards and authorities. Tlie object of 
the corporation is to establish a chain of 
large moderately priced hotels in the 
principal gateway cities of Europe and 
elsewhere. In doing so the company 
'tccks to provide for the anticipated increase 
in demand for hotel accommodation at 
prices within the reach of jet travellers in 
the seventies. Initially hotels will lie built 
in London, Paris, Rome. Frankfurt, 
Munich and Zurich at an estimated total 
cost of nearly £21 million. The chain 
will be extended as rapidly as possible to 
other cities. 

PLASTIC RESINS 

Plastic Resins and Chemicals Ltd, will 
enter the capital market on December 8 
with an offer of 1,041,380 equity shares of 
of Rs 10 each and 60,000(9.5 per cent) 
redeemable cumulative preference shares 
of Rs 100 each. The subscription list w'ill 
close on December 29 or earlier but not 
before December 11. The company which 
has an authorised capital of four crore 
rupees divided into equity shares worth 
three crore rupees and preference shares 
worth one crore rupees, has already issued 
120 equity shares to directors, and their 
friends and 1,083,620 equity shares to 
Dharangadhra Chemical Works Ltd. 
the promoters, Messrs Marubeni-Tida 


(America) Inc., the company*.s collabora* 
tors, have agreed to subscribe in cash to 
375,000 equity shares. The company has 
plans to manufacture PVC through a 
process based on the utilisation of naphtha 
for w'hich the necessary government 
sanction ha.s already been received. 
The total capital expenditure for the 
establishment of the factory at Sahupuram 
in Tamil Nadu with an installed daily 
production capacity of 45 tons of PVC 
resin will be Rs 7.75 crores, including 
Rs 6.34 crores on plant and machinery. 

PREMIER AUTOMOBILES 

I'hc Premier Automabi]c.s Ltd has shown 
a rise in sales to Rs 30.22 crores for 
the year ended June 30, 1969. as against 
Rs 26.80 crores last year. The directors 
in their report have observed that the firm 
was able to produce 12,255 Fiat cars 
against 11,444 in the previous year and 
3,794 cojnmcrcial vehicles against 2,8'^, 
during the previous year. The directors 
have stated that the new range of trucks 
developed and introduced into (he market 
ha.s been responsible for the incrcitscd 
sales of vehicles. The comlJat vehicle pn> 
lotype ha.s successfully completed its 
trials with the defence user unit and the 
tooling for this vehicle has made substan¬ 
tial progress. The company has reached 
an indigenous content of 99.25 per cent 
ill the Fiat car. The company has obtained 
a .short-term loan of Rs 50 lakhs during 
the year from the State Industrial and 
Investment Corporation of Maharashtra 
Ltd, for strengthening its working capital 
rc:>ourccs. 

OUDH SUGAR 

During the year ended June 30, 1969, 
Oudh Sugar Mills Ltd, has shown a rise 
in gross profit to Rs 142.81 lakhs from 
Rs 64.28 lakhs for 1967-68. The directors 
of the company have recomm^ded an 
equity divided of Rs 22 per share, the same 
as (hat paid for the previous year. After 
provding Rs 14.70 lakhs for depreciation 
and development rebate and Rs 74.92 
lakhs for taxation, the net profit works 
out at Rs 53.19Jakh$ against Rs 25.11 
lakhs. A sum of Rs 42.41 lakhs lias been 
transferred to tlic general reserve. The pro¬ 
posed dividend will claim Rs 17.05 lakhs. 
After taking credit for Rs 6.49 lakhs being 
development rebate reserve no longer 
required, and making other atUustments, 
a sum of Rs 0.29 lakh is carried forward 
against Rs 0.42 lakh brought in. The 
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company crushed 11,793,000 tnaunds of 
cane against 6,643,000 maunds in the 
previous season. Its production of power 
alocbol and spirit was slightly lower at 
1,160,000 gallons against 1,198,000 gallons. 

HEW SWADESHI SUGAR 

The Hew Swadeshi Sugar Mills Ltd has 
earned a gross profit of Rs 39.42 lakhs 
during the year ended June 30, 1969. The 
directors have proposed to maintain 
equity dividend at 12 per cent for the year. 
The company's net profit amounts to 
Rs 16.75 lakhs against Rs 18.65 lakhs, 
after providing Rs 2.95 lakhs for deprecia¬ 
tion and development rebate, and Rs 19.90 
lakhs for taxation. The directors have 
transferred Rs 12 lakhs to the general 
reserve. The proposed dividend will 
claim Rs 4.89 lakhs. The company has 
crushed 3,474,000 maunds of cane against 
2,232,000 maunds in the previous year. 
The recovery of sugar was higher at 10.14 
percent against 10.04 per cent. The 
company’s production of power alcohol 
and spirit declined to 548,000 gallons 
from 773,000 gallons. 

INDIAN EXPLOSIVES 

The directors of Indian Explosives have 
rcconunended a final dividend of 7.5 
per cent on issued equity shares of the 
company other than “A” equity shares, 
for the year ended September 30.1969. 
This, ipgether with the interim dividend 
of 7.5 per cent declared earlier, makes 
a total of 15 per cent, the same as in the 
previous year. With the final dividend 
recommended, the total dividend for the 
year will absorb Rs 72 lakhs. Sales for the 
year were at Rs 15.14 crores as against 
Rs 13.90 crorcs for the previous year and 
the corresponding figures for profit before 
tax were R$ 2.99 crores and Rs 2.50 
crores. These figures include sales of im-. 
ported urea totalling Rs 3.01 crores against 
Rs3.41 crores last year. After taking 
into account a credit of Rs 17 lakhs under 
the provisions of Section 28-BB of the 
Income-tax Act, 1961, the tax liability for 
the year is cstimat'^d at Rs. 1.56 crorcs. 
The available profit is Rs 1.40 crores and 
from this Rs 67 lakhs have been allocated 
to general reserve, bringing the total re- 
serves to Rs 3.61 crores. 

WEST COAST PAPER 

The West Coast Paper Mills Ltd has 
increased its production to 37,565 tonnes 
durtnjlr ^ year en^ June 30, 1969, from 
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36,032 tonnes in the previous year. The 
directors have reported that the company 
has shown consistent and progressive 
increase in production. The higher 
production during 1968-69 was accom¬ 
panied by a rise in dispatches to 38,086 
tonnes from 36,257 tonnes in 1967-68, Ex¬ 
ports at 4,216 tonnes earned the company 
foreign exchange equivalent to Rs 59.56 
lakhs in 1968-69. The directors have 
proposed a one-for-fivc bonus issue. 
They add that the moderate increase in 
paper prices is being set off by the constant 
increase in the cost of chcmiciits. stores 
and coal. Following the enhancement 
in the value of the import licence to the 
company from Rs 58 lakhs to Rs 91.8 
lakhs, orders have been placed for acquir¬ 
ing balancing equipment due in the third 
quarter of 1970. The installation of such 
equipment would raise the annual produc¬ 
tion to 45.000 tonnes. 

STANDARD BATTERIES 

Standard Batteries Ltd has reported 
a rise in sales during the year ended 
June 30. 1969, to Rs 4.49 crorcs from 
Rs 3.78 crorcs. The gross profit has 
increased to Rs 58.51 lakhs from Rs 54.73 
lakhs. After providing Rs 12.43 lakhs 
for depreciation, Rs 6.73 lakhs for deve¬ 
lopment rebate reserve and Rs 20 lakhs 
for taxation, the net profit amounts to 
Rs 19.35 lakhs. After making some 
adjustments a sum of Rs 25.35 lakhs has 
been transferred to general reserve. The 
equity dividend has been maintained at 
15 per cent which will absorb Rs 7.50 
lakhs and paid from general reserve. The 
company has installed machinery to double 
the manufacturing capacity of railway cells. 
It has applied for an import licence for 
capital equipment worth Rs 15 lakhs for 
implementing the scheme of expansion of 
automobile batteries capacity, for which 
a letter of intent has been icceived. It has 
approached ICICI for a foreign exchange 
loan for the purpose. The company 
continues to get import licences to keep 
up the production because the battery 
industry has been listed as a priority 
industry. The installation of two diesel 
generating sets as stand-by power source 
is complete. During the year, the scheme 
of merger of Odham and Son (India) Ltd, 
with the company was mutually agreed 
upon and the necessary formalities arc 
being gone through in the current year. 
The company's shareholders including 
the Life Insurance Corporation, which 
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owns 30 per cent of the conlpany's paid up 
capital, approved recently the merger 
scheme, under which equity capital of 
Rs 22 lakhs is to be issued and one share 
of Rs 100 each of Standard Batteries is to 
be offered for every 10 shares of Odham 
and Son (India) Ltd. 

NATIONAL STANDARD DUNCAN 

NatioodJ Standard Duncan Ltd has 
recorded during the year ended June 30, 
1969, a rise in gross profit of Rs 41.62 
lakhs as against Rs 19.86 lakhs for the 
previous year. There was an increase 
in sales to Rs 1.67 crores from Rs 1.03 
crores. The entire maiden dividend of 
6 per cent will be tax free. The company’s 
net profit amounts to Rs 17.50 lakhs 
against Rs 5.36 lakhs after providing 
Rs 9.31 lakhs for depreciation, Rs 5.81 
lakhs for development rebate reserve and 
Rs 9 lakhs for taxation. After adjusting 
the brought-in deficit of Rs 7.09 lakhs 
against the profit, a sum of Rs 5.50 lakhs 
has been transferred to general reserve and 
another sum of Rs 5 lakhs to machinery 
replacement reserve. The proposed divi¬ 
dend amounting to Rs 3 lakhs will be 
paid out of general reserve. The com¬ 
pany’s production during the year amounted 
to 4,030 tonnes against 2,620 tonnes. 

GRAMOPHONE COMPANY 

The Gramophone Co. of India Ltd 
has reported a net profit of Rs 17 lakhs 
during the year ended June 1969 as against 
Rs 10.48 lakhs last year. It has decided 
to maintain the taxable ordinary dividend 
of 15 per cent. The profit has been cal¬ 
culated after providing Rs 1.76 lakhs 
for depreciation and Rs 26.13 lakhs for 
tax equalisation reserve. After adjusting 
Rs 3 lakhs, provisions no longer required, 
the net available surplus amounts to 
Rs 18.15 lakhs, against Rs 37.13 lakhs. 
Appropriations include Rs 50,500 for 
development rebate reserve, Rs 8 lakhs 
for general reserve and Rs 1.20 lakhs for 
gratuity reserves. The dividend absorbs 
Rs 7.88 lakhs. The directors report that 
the increase in turnover has been mainly 
in gramophone records and record playing 
equipment. The company has also re¬ 
ported an improvement in export sales 
during the year amounting to Rs 44.60 
lakhs. It has been decided that the share¬ 
holders of 150,000 new equity sharea issued 
in December 1968 will also be entitle4 to 
receive dividend for the half-year ended 
June 1969. 
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Reviewed by Prof. S.S.M. DESAI 


After 20 years of freedom and 15 years 
of planning India is in the midst of econo¬ 
mic crisis. A review of planning process 
is therefore urgently called for. The Forum 
of Free Enterprise has been arranging 
lccturc.s by eminent economists, indaslriu- 
lists and administrators and Decade of 
Planning in India incorpL>raies 16 impor¬ 
tant speeches grouped under five sections. 

Section I has four articles dealing with 
ditTerent aspects of planning. Dr F.A. 
Mehta has discussed the question whether 
i>r not rapid economic development can 
be secured within the framework of politi¬ 
cal democracy. The author maintains that 
econontic growth in the short run creates 
many tensions and conflicts which might 
endanger political stability. India has been 
experiencing all this during the last decade. 
All arc thinking of eating the cake before 
it is made! 

According to Dr Mehta all this does 
not mean that economic planning ha.s to be 
iibandoned. It docs mean however that 
planning has to have economic criteria for 
making the maximum use of scarce 
sources. In short, planning for cflkicnt 
and rapid economic development iiigcntly 
and desperately requires the price mechan¬ 
ism. 

S.K. Datta shows how controls arc hold¬ 
ing back our industrial growth. The author 
has convincingly proved how controls arc 
hampering the progress of several industries 
such as the compressor industry, industrial 
instrumcntacion industry, glass manufactur¬ 
ing industry, structural fabrication in¬ 
dustry, steel foundry industry and many 
others. The author also calls for a critical 


reappraisal of the huge investment in the 
public. He pleads that people must chal¬ 
lenge the dogma of a “dominant public 
sector’ ’ purely on political grounds. 

G.L. Mehta has brought into focus the 
consequences of ambitious planning and 
hag come to the concimion that it is far 
better to have a modest plan which can be 
fulfilled than being disappointed by serious 
shortfalls by having an over-ambitious 
plan. We seem to have fallen a prey to the 
fallacy that “spending means achievement” 
and “investment means result”. 

L.N. Birla in his brief blit brilliani article 
pleads for planning in such a way that there 
would be more production so that the con¬ 
sumer will have more goods at reasonable 
prices. A hazy view of ends and means has 
led to confusion of priorities. Of the total 
provision for industries more than ihreo- 
fourth is earmarked for investment in capi¬ 
tal goods, which is evidently imrcfatcd to 
the realities of living of the masses. Plan¬ 
ners have forgotten the consumer who 
therefore, is visibly on the war path which 
is threatening the democratic structure and 
ordered civilization. 

In scclioh Tl, Prof. B.R. Shenoy discusses 
in his usual rigorously logical and forth¬ 
right manner “The Gold Problem in India' 
He has cxplaineii difTerent aspects of the 
gold problem in India. The gold smugg¬ 
ling roughly of the order of Rs 50 crorcs 
(which cats up equivalent foreign exchange) 
cannot be .stopped unless the pbcnomenal 
gap between the Indian official price of 
gold and its market price is eliminated as 
the difference gives to the successflil smugg¬ 
lers a profit of about 600 per cent. This 
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gap can bo eliminated by putting 
a stop to inflation which creates 
an enormous demand for gold 
and secondly by raising the official 
price of gold to its natural market level. 
But Prof. Shenoy’s suggestion to fight the 
psychological attachment of the Indian 
people to gold appears impracticable. 
Majority of the Indian people do not pur¬ 
chase gold to make capital gains and hence 
the proposal that if the rate of interest is 
raised sufficiently to wipe out this capital 
gain, Indian people will not purchase gold 
misconceives this attachment which is 
historical and psychological. 

Section 111 deals with the problems of 
food and agriculture. M.R. Masani gives 
a stem warning against the dangers of tlie 
application of the principles of collectivisa¬ 
tion to farming. What about property 
rights under collectivisation? Also, the 
assumption that bigger farms produce 
more is not true. Japan with small farms 
produces per acre twice as much as fly: 
USA and 2 1/2 lime« that in the USSR. 
Further, countries which have tried collec¬ 
tive farming have failed miserably. Yugo¬ 
slavia which tried collective, farming from 
1948 gave it up in 1957 as collective farming 
showed negative results. In Poland 80 
per cent of the collective farms have been 
liquidated during the last three years. When 
the communist countries arc giving up 
collective farming, it is strange that our 
government is going in for this red h^rnng. 
instead of giving the peasant more water 
and fertiliser, better seeds, better know-how 
and better tools. 

Failure of CDS 

B.G. Rao who was closely associated 
with planning has pointed out the failure 
of community development on which 
considerable hopes were placed. As usual 
priorities were not flxed and all planning 
took place from Delhi and the state secre¬ 
tariat. How do you expect people to parti¬ 
cipate when they have no pari in plan¬ 
ning? 

Section IV is concerned with the problems 
of Indian administration. V.P. Menon, a 
former veteran administratOTi refers to the 
present great projiferalion in the adminis¬ 
trative personnel and greater buieaucrati- 
sation. The formation of linguistic states 
has robbed us of our national outlook. 
Political interference in a<bninistratian is 
increasing daily and there is all round 
ilemoraltsation in the services. 

K.L. Punjabi has emphasised that an 



3; Ifif 

honcic administraiioii is the sine 0ia nen 
of lii^essfUt planntiig. The author has 
examined in great detail the social costs of 
centralised planning, viz., corruption in 
administration. Punjabi recommends the 
institution of independent tribunals even 
independent of the Prime Minister ^ and 
awarding of the most deterrent punishmmt 
to the guilty, however eminent. 

Murarji Vaidya has outlined the policy 
to be pursued for promoting public welfare. 
Socialist planning has not only not delivered 
the goods but has landed the country into 
an economic mess. Vaidya has suggested 
measures to remove these defects. Accord¬ 
ing to him government .should devote itself 
to the maintenance of law and order and 
provision of social and economic infra¬ 
structure which would be enough to keep 
the hands of the government full all the 
time. 

M.A. Master has drawn attention to 
concentration of economic power in the 
hands of the state while the bogey of con¬ 
centration in the private sector is being 
raised by the politicians. With vast regu¬ 
latory powers in the hands of the goverc^ 
ment, the author has shown how creation 
of monopoly in rhe private sector is next to 
impossible. 

J.D. Chokst has made an excellent case 
to prove how nationalisation of general 
insurance is fraught with innumerable 
difficulties and pitfalls. 

This book offers an excellent diagnosis of 
the present economic evils in India and 
suggests Qhernacive policies to tackle tliesc 
problems successfully. One very much 
wishes that the policy-makers and the 
members of the Planning Commission read 
these articles written by experienced ad¬ 
ministrators, industrialists and' academi¬ 
cians and spend some lime to ponder over 
them. 

MANAGING THE PUGLIC SECTOR 

Though historicalfy there has always 
been some social control on economic 
actmtics^ expanding public sector in¬ 
dustries in democratic countries is a com- 
parativeiy recent phenomenon. In the 
United Kingdom, the Labour Party brought 
about the natiohalisation of the Bank of 
England, cables and wireless, coal, trans¬ 
port, eiectricity, gas, iron and steeJ (which 
was subsequently denationalised by the 
Conservative Party). In India, the rapid 
egpawfm of pubtie^ Industrial enterprises 
jVapM-iiidepttdtoe^ Over 
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the three five year plans, out of the total 
public outlay of Rs 14,060 crores, the pub¬ 
lic sector investment accounted for Rs 
11,510 crores. As a result, public sector 
enterprises have come to occupy a domina¬ 
ting position in the industrial sector of the 
economy. 

It is, therefore, necessary to investigate 
whether or not these industries have been 
working cflkiently and to suggest measures 
to increase their efficiency. Financial 
Administration of Nationalised Industries 
in UK ami India by Dr Bhalla makes a 
comparative study of the public enterprises 
in UK and India, with the full realisation 
that it would be wrong to apply mechani¬ 
cally the experience of one country to an¬ 
other. Dr Bhalla has done an excellent 
job in rigorously working out the different 
implications of the expanding public sec¬ 
tor. 

Theoretical Betli 

As regards the problem of compensation, 
three theoretical basis for fair compensa¬ 
tion have been suggested : the asset value 
method, the reasonable net maintainable 
income method, and the stock exchange 
method. Of the three methods, the author 
fecl.s that the stock exchange method has the 
merit of being very simple and practicable. 
In UK all the three methods were made 
use of in different industries for paying 
compensation. In India the basis of com¬ 
pensation dift'ered in almost every case. 
The asset value method was used in the 
case of air corporations while the reason¬ 
able net maintainable revenue basis was 
used ill the case of insurance companies. 

In Chapter 11, the author denis with the 
problems of financing of nationalised in¬ 
dustries. In UK most of the nationalised 
industries have been set up as public corpo¬ 
rations and have independent financing’, 
'self-contained financing’ being one of their 
leading principles. On the other hand, in 
India public enterprises have been set 
up in three organizational forms : the go¬ 
vernment department, public corporation 
and the joint stock company. Government 
departments obtain their finances out of le¬ 
gislative appropriations. Public corporations 
in India obtain their initial funds either out 
of parliamentary appropriations or through 
government purchase of all or majority 
of their stock. In the case of joint stock 
companies, their share capital is generally 
wholly owned by the government, though 
m some cases minority private Indian and 
foreign share participation is also allowed. 


The author is of the opinion that such 
private share participation mililatea agaiost 
the very spirit and purpose of nalionati* 
saiion. The only form of organisation that 
seems in conformiiy with the aims and 
objects of a public enterprise and that can 
at the same time ensure sufficiently fiexibte 
finance and also judiciouly combine free¬ 
dom with accountability is a public corpora¬ 
tion having self-contained finance and 
having no shareholders. 

The Social Aspect 

No simple criterion can be laid down for 
investment in nationalised industries. Fi¬ 
nancial return on investment fails to take 
into account the social asiiects of these 
industries. One way out is to go in for 
fairly sophisticated benefit-cost analysis 
which seems at the present to be the 
only justifiable criterion of investment in 
the present stage of knowledge. 

The price policy of public enterprises is 
one of the most important and crucial 
problems. The fiimous marginal cost pric¬ 
ing theory favoured by welfare economists 
has been generally rejected because 
most of the advantages claimed for 
it appear to be of dubious validity, es¬ 
pecially in the context of imperfect com peti¬ 
tion. According to the author it would be 
wrong to look for a single uniform princi¬ 
ple of pricing applicable to every public 
sector enterprise. The pragmatic and most 
practical >\ay out is average cost pricing 
that i.s actually followed by most of the 
British nationalised industries. In the UK 
public enterprises are ik>w required to earn 
surpluses over and above those required 
for financing a reasonable proportion of 
their expansion. A policy of profits from 
public enterprises in India appears fully 
justified in (he interest of economic growth. 
But profit maximization cannot be a uni¬ 
versal policy for all public enterprises like 
fertilizers. Above all there is (he most 
important question that the prices of those 
enterprises must have a proper relationship 
with the overall price structure in the 
country. 

As regards depreciation and reserve 
policy both countries lack a clear and 
consistent policy. The lack of appropriate 
depreciation and reserve policy has also led 
to a muddle in price fixation in most of 
these enterprises. Generally there is a need 
for providing depreciation on a replacement 
cost basis and not as at the present on his-^ 
torical cost basis. And most important of 
all, both full depreciation on a replacement 
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basis and reserves should be treated as 
costs and not as appropriations to surplus. 

As regards targets and performance, hi 
the UK financial targets are now being set 
for each enterprise. This policy can become 
one of the effective means of checking the 
overall efficiency of an enterprise. In 
India the government has not so far tried 
to fix specific financial target for each enter¬ 
prise. This is a very serious deficiency 
which not only can harm the public enter¬ 
prises but can also adversely affect the. 
whole planning process. Dr Bhalla insists 
that there is a clear need for the govern¬ 
ment to start formulating precise financial 
objectives for each public enterprise in 
India. 

Whatever one's predilections, expanding 
public sector is an economic reality in al¬ 
most all countries which fact emphasises 
the necessity to study the various aspects 
of the problem and suggest proper solutions 
which would be most compatible with other 
socially accepted values. Dr C.S. Bhalla's 
is (he pioneering work in this field and is 
written in a most scholarly manner suppor¬ 
ted both by theory and facts. No wonder 
the book has been hailed by no less an 
authority than Prof. A.H. Hanson as “a 
valuable piece of work, scholarly, wcll- 
argued and very clearly written”. 

A DISPASSIONATE STUDY 

Soviet agricultural policy is possibly 
one of the most controversial aspects of 
Soviet society. Mr Strauss has taken a 
broad and dispassionate survey of soviet 
agriculture in his book Soviet Agriculture 
in Perspective, 

After forty years of changes which were 
often inefficient and brutal, social and eco¬ 
nomic structure of the Soviet village has 
undergone a substantial change so much so 
that the wheel seems to have come full 
circle. This clash between the Soviet power 
and the peasants was caused by the in¬ 
compatibility between the growing needs 
of the government for agricultural produce 
and the Jack of additional industrial goods 
to give to the peasants in exchange for 
bigger output. The forced contribution 
of the Russian peasants to the cost of in¬ 
dustrialisation took the form of depressed 
producer prices and ultimately of virtual 
confiscation of the ‘marketable surplus* 
of Soviet agriculture. 

The Soviet rulers have now accepted 
the need for making good much 
of the arrears in agricultural investment. 
Although a larger part of this 


'investment will omne directly 
Trom public funds, a substantia] pro^ 
tJortion will have to • come from the 
collective farms, though not at the ekpensb 
of the living standards of peasants but at 
the cost of the economy as a whole in the 
form of higher agricultural prices. 

Since the government procurement 
prices of agricultural produce have been 
sufficiently high to' cover the heavily 
inflated costs, the disincentive of low 
and ' generally inadequate producer 
prices which operated under Stalin, 
and at feast for some products until 
recent years, has thus been removed. 
The current five year plan for 
1966-70 proposes an increase of 20 per 
cent in the average earnings of workers 
and employees and a rise of 35 to 40 per 
cent In the earnings of collective farm 
members. In respect of the differentials 
between the earnings of agricultural work¬ 
er and wage rates in industry, position at 
the present in the Soviet Union is probably 
relatively better than in many other in¬ 
dustrial countries. 

Obstacle Removed 

By abandoning “the policy of massive 
exploitation” of the peasantry, the Soviet 
authorities have removed the biggest single 
obstacle to a permanent solution of their 
agricultural difficulties. Diey have stepped 
up their investment in land, buildings and 
agricultural machinery and scaled down 
their production targets to levels which 
appear modest in view of current produc¬ 
tion. The author on the basis of the current 
trends feels confident that the stage has 
been reached where the transition from 
chronic shortage to potential surplus is at 
least within the realm of possibility. Condi¬ 
tions for catching up with western Europe 
and America undoubtedly exist in the 
Soviet Union. There is no shortage of 
competent and trained scientific personnel; 
there is enough specific knowledge of the 
basic techniques and their application to 
Soviet conditions; there is a real effort 
to supply capita] goods and current 
industrial inputs in quantities commen¬ 
surate to the task in hand; and finally 
there is above all the wili to achieve 
things. Whether these highly desirable and 
technically possible developments will in 
fact take place will depend mainly on the 
policy of the Soviet government during 
the next five to ten years. 

Politically and economically agriculture 
is only one aspect of Soviet society and 


must be viewed within the wider contexi 
of the Soviet sjj^tem as a whole. This is 
what Erich Strauss has attempted in this 
book; The author has succeeded beyond 
measure in tracing the interplay of' poitth 
cal and economic forces from the October 
Revolution to the present day. Western lit^ 
erature on any Russian subject is generally 
polemical and therefore this dispassionate 
study of the Russian agriculture which 
Strauss has provided is extremely welcome, 

INDUSTRIAL LABOUR 

At this juncture of India’s economic 
history, labour policy with all its contro¬ 
versies and uncertainties*emerges as pro¬ 
bably the most critical area in which the 
statesmanship of the country is going to be 
tested. The main issues concerning the 
labour policy relate to rights of trade 
unions, prerogatives of managements and 
the reconciliation of the two in the larger 
interests of the country. These and many 
other related issues are discussed in tlye 
book Issues in Indian Labour Policy irf 
fourteen extremely valuable . papers pre-« 
pared by experts for the “Fourth National 
Seminar on Industrial Relations in sC 
Developing Economy” held in 1968. i 
The seminar, restricted itself to only 
four principal aspects of labour policy r 

(i) social framework of industrial relations, 

(ii) the purpose and functions of labour 
legislation, (iii) wage policy and institutional 
framework of wage determination, and 
(iv) fringe benefits, incentives and producti¬ 
vity. 

There was a general agreement that 
compulsions of a developing economy made 
it inevitable tl>at technological changear 
should be adopted progressively on a wider 
scale. Human and social problems arising 
in the wake of technological changes should 
however be studied carefully and price 
paid by the society in the form of .fnal*; 
adjustment, tensions and group conflicts 
should be reduced tothe miniiiium. 

As regards the problem of alienation, it 
was felt that ‘human relations’aspect ofi 
organisation is not given its due Imjgottancei 
in running a plant or a trade uniqix. It was^ 
suggested that working apd living condi% 
lions of workers should be improved inf 
order to cteate in them adequate sense of> 
security and belonging. 

On the issue of collective bargaining 
there was unanimity that this could be an^ 
effective force only when the trade unlon^ 
movement became strong in the country. 

In the opinion of the Seminar, the govenii^ 
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meet should refer a dispute to adjudica¬ 
tion onJy when all other niothods of settle¬ 
ment have failed. 

As regards industrial legislation which is 
a powerful instrumont of labour policy, it 
W'HS felt that the overall goals should be ; 
(i) productivity in industry, (ii) a fair deal 
for workers and equity amongst and as 
between employers and workers, (iii) 
maintenance of industrial peace, and (iv) 
structuring viable and efUcicnt labour- 
manugemem relations at the plant, indus¬ 
trial, regional and national levels. 

In respect of wage policy and the insti¬ 
tutional frame work of wage determination, 
the seminar discussed proposals such as 
need-based minimum wage, living wage 
and minimum wage. In (his connection 
an important propi^sal made was that there 
should be a national incomes policy in the 
country and \Nagc decisions should be con¬ 
sistent with Ihe goals of national plans anil 
policy. 

As regards the institutional framework 
of wage deiermillation it was generally 
agreed that the institutional framework 
for wage determination should be such as 
will provide maxipuim opportunities for 
the development of the process of collec¬ 
tive bargaining. 

In respect of the composition of pay 
packet, the seminar felt that drastic revi¬ 
sions aie needed in respect of basic pay. 
Also output norms should be carefully 
worked out in all industries and workers 
should lx: ex)>ccled to realise these norms 
in the course of their normal shift hours. 

Productivity Cohscloutnoft 

The seminar also emphasised that gene¬ 
rally speaking management in Indian in¬ 
dustry docs not appear to be adequately 
product iv i ly-conscioiis. Trade unions also 
appear to be unaware of their capacity to 
contribute to productivity. The time has 
come now' for concrete and effective steps 
by all concerned, viz., employees, unions, 
management and public authorities to fiil- 
ht this national need. 

Shri Ram Centre has to be congratulated 
on bringing out this excellent volume on 
Indian labour problems on which compe¬ 
tent cxt'icrts in the country have written 
scholarly articles. The book gives readers 
a comprehensive and penetrating insight 
into the dynamics of Indian labour policy. 
This bot>k will be found useful to persons 
interbst^ in labour n>attcrs such as corpo¬ 
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rate managers, trade union leaders, go- 
vernnaent ofUcials and .policy-makers. 

ECONOMICS OF FARMING 

Companitivc failure on the agricultural 
front in India hiis drawn attention to the 
need for more intensive agricultural econo¬ 
mic studies. 

The authors of Leonomte ProNeniK of 
huUan Aj^rivutittrc l>cgin by einphasing the 
role of agriculture in the national econo¬ 
my. As agriculture accounts for almost 
half of htdia’s national income and three- 
quarters of its working population and as 
ugricullurat commodities comprise almost 
80 per cent of (he total consumer expciuli- 
lure, fluctuations in agricultural production 
play a key role in the state of our national 
economy, liven rapid industrialization 
requires agricultural regeneration. 

Tliough most of the material in (his book 
is found in standard works on Indian econo¬ 
my, there are, however, chapters in this 
book dealing with certain agricultural 
IKobIcms which arc not dealt so thoroughly 
and competently clscw here. Reference ma> 
he made to (he chapters on ‘Maniirial 
licoiioiny’, ‘Crop and Cattle Insurance* and 
‘Agricultural Price Policy'. The authors 
have given in a fairly detailed way the 
outline of the manurial policy that shoulil 
he adopted. The chapter on crop and 
cattle insurance is very instructive. Agri¬ 
cultural production is exposed to many 
natural hazards which make the task of (he 
insurer difliciilt. Nevertheless the need for 
agricultural insurance cannot be over¬ 
emphasised. The authors ha\’c discussed 
flic various advantages of crop insurance. 

For example, crop insurance will result in 
lultivatiim of land which otherwise would 
not be cultivated. It w ill guarantee farmers 
a minimum income in times of crop failure, 
stabilise farm income at a certain level, 
increase their creditworthiness and ensure 
orderly continuation of cultivation even 
following a season of crop failure. Pay¬ 
ment of premium will encourage a habit 
of thrift and self-help among farmers, 
l.osses suffered by farmers in particular 
localities will be borne by many agricul¬ 
turists scattered over wide areas. 

There arc however a number of diflicul- 
lics in the execution of crop insurance plan 
such as lack of reliable long period data on 
crop yields and losses, wide variety of agri¬ 
cultural practices, existing land record 
systems, general ignorance and pvworty of 
farmers and lack of trained personnel. 
As regards government's financial liability. 
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when it is realised that huge sums of money 
arc annually Ixing spent on agricultural re¬ 
lief in distress ureas, consideration of 
financial burden on the government should 
not stand in the way of crop insurance. 
The authors have concluded that the prob¬ 
lem of cattle insurance is much less formi¬ 
dable than crop insurance, and it would 
therefore be advisable to begin with cattle 
among the agricultural insurance progiiun- 
mes and gradually extend their coverage ti» 
crops, beginning with crops which have less 
variable yields anti suffer from compara¬ 
tively low production and price risks, 
c-g. sugarcane. 

The authors have also built a formidable 

*■ 

ease for agricultural taxation. The land 
revenue now’ is hardly One (HJr cent of the 
giosv value of agricultural output. And 
yet some state governments have already 
abolished land revenue on certain categories 
of land not so much due to economic hard¬ 
ship caused but on political grounds. 
One is noticing at the present in India this 
diingcr of democracy and economic dc- 
vclopnwnt coming in conflict with each 
other. Governments at the centre and in 
the states who talk of socialistic pattern of 
society should devise ways and means 
of mopping up part of additional income 
from at least substantial fatmers. 

Lucid Analysis 

The chapter on “Agricultural Price 
Policy'* analyses this complex problem in a 
very lucid way. The objectives ofagiicul- 
t lira I price policy should be to adjust 
supplies to demand and vice versa, to re¬ 
duce violent and abrupt fluctuations in 
agricultural prices, to encourage production 
of comnioditic.s needed by the ctmimunity. 
to ensure balanced production of various 
grains and other fiinn products, to ensure 
a reasonable living standard for the farmers, 
to ensure price balance lieivvccn goods 
produced by the cultivator and the inputs 
needed for agricultural production and to 
pnucct the interest of the consumer by 
enabling him to purcha.se R>od at rca^on- 
a bic prices. Often many of these objectives 
appear to run coimtcr to one another and 
wisdom lies in bringing about an integra¬ 
ted policy where the different conflicting 
interests of the producers, consiuncrs and 
industrialists arc equitably reconciled. 
This is a stupendous task requiring deep 
study, both theoretical and empirical, and 
great executive ability. Reviewing the 
regulatory measures adopted by the govern¬ 
ment one feels convinced that the govern- 
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ment has proved itself incapable of think¬ 
ing in terms of well-defined and integrated 
agricultural price pidicics aimed at the de¬ 
velopment of agricuUui-e in a planned w’ay, 
notwithstanding the creation of the Agri- 
fural Prices C'ommission in 1965. 

The book contains scholarly and objec¬ 
tive analysis of the various aspects of 
Indian agricultural problem. It is com¬ 
prehensive and competently written. The 
boi>k will be foimd useful not only to stu¬ 
dents of agricultural colleges for w hom it is 
primarily written but also to students of 
Indian economic problems, educated far¬ 
mers, district and higher level adminisira- 
fors and (o agricultural planners. 

THE NEW DEAL 

Dr. Mohnol is a fairly prolilic writer and 
his New Economic Deal is a collection of 
nine articles and papers publislied in various 
newspapers and journals. 

In the very lirsi article ihc author feels 
that the nation is crying for a new econo¬ 
mic deal. The recent Indian economic 
policy has led to the economic crisis in the 
country. Ihc non-linalisution of the 
fourth live year Plan for a iHJiiod of three 
years is itself the proof, if one is needed, 
of the prevailing vacillation and confusion. 
In the wake of similar economic debacles, 
Lenin formulated his New Econtmiic Po¬ 
licy and Roosevelt his New Deal. Accor¬ 
ding to the author similar drastic revision 
of our economic policy is the need of the 
hour. According to him, some of the 
ctemcnlh of the New Economic Deal for 
India should be : siKialism should cease to 
be a mere slogan and should be defined 
more precisely in terms of economic ob¬ 
jectives; economic freedom and economic 
democracy should be accepted as the goal; 
monopoly and concentration of economic 
power should not be used a.s a catch phrase 
to stifle economic advancement; there 
should not be competition between the 
objectives of increasing production and 
more equal distribution (both being capa¬ 
ble of simultaneous achievement); i>rivatc 
enterprise should be promoted consciously 
and not apologetically (as at the present); 
the economic plans should be so framed 
that external assistance will no longer be a 
critical factor and wages should be linked 
not only to cost of living but also to 
productivity. 

While writing about foreign aid. Dr 
Mohnot has made some good points. 
Foreign aid, according to him 1$ a mis¬ 


nomer and should be replaced by the con- 
cepl of intemationa] economic co-opera¬ 
tion. The developed nations should realise 
that commercial investment is not aid, 
and yet it is called so today. And above 
all developed nations should cease using 
economic assistance towards military and 
political ends. 

Writing on Ihc post-mortem of IJN- 
f-T AD-II, the author is of the opinion that 
the world community has subscribed to the 
objective t'f progressive international co¬ 
operation, though it is yet reluctant to 
commit itself to specific issues, pro¬ 
grammes and lime schedules. Algid's 
C harter should be considered as u target 
towards which the world community has 
lo advance. 

In an article on applied Marxism, Dr 
Mohnot has shown how classical Marxism 
has become out of date in the postwar 
period due to ihe phenomenal technologi¬ 
cal revolution i>f the last two decades. 

I he two ideologies of capitalism and 
communism are actually tending to¬ 
wards conversion. A second Marx is 
now' needed to analyse the economic his¬ 
tory of the first half of the 20th century and 
prescribe new solutions. 

The author is extremely critical in his 
analysis of public enterprises in India which 
remind the readers of the wry comment 
that “our public enterprise is neither pub¬ 
lic nor an enterprise* ’. He has made some 
valuable suggestions in this regard. Per¬ 
formance results of public undertakings 
should not be evaluated in terms of finan¬ 
cial profits alone, but in terms of net value 
added and other economic objectives. 
An independent performance evaluation 
council should be appointed to evaluate 

Power 


THIS book is u collection of fifteen essays 
which Ihe author had from time to time 
cither published in the press or read to 
select audiences. Together they give 
some kind of an insight into some of the 
major problems which largely engaged 
public attention after Mrs Indira Gandhi 
was made Indians Prime Minister. Many 
of the problems discussed did not spring 
up in Mrs Gandhi's reign. They date 
back to Jawaharlal Nclmi. So whenever 


the progress of these enterprises. Prices 
of products should be determined by the 
following criteria: (a) market prices in 
case of competitive prices, (b) international 
prices in case of controlled monopolistic 
or monoposonic markets, and (c) deviation 
from (a) and (J)) only in eases permitted 
by a prior study by the Tariff Commis¬ 
sion. A pool of potential executives and 
technicians recruited and cleared by a speci¬ 
ally constituted board should be created 
and public enterprises should draw only 
from the pool. All this and many other 
suggestions appear quite sensible. But 
Dr. Mohnot's suggesticgi that one uniform 
structural pattern should be established for 
all public cnterf)rises including Post & 
Telegraph, Railways and Broadcasting 
appears impracticable and unworkable. 

One more article that attracts the rc<i- 
ders’ attention is on “A Balance Sheet of 
Planned Economic Grow th" which records 
the well-known achievements and failures 
of our three five year Plans. * 

Three years since 1965 have been the 
worst with droughts, industrial recession, 
stagnant exports, foreign exchange crisis 
and rising uncmploymeut. I f ever economic- 
planning is necessary, it is during the most 
critical period such as this. But strangely 
it is precisely during these three years that 
we arc having ‘plan holidays’. Like In¬ 
dian agriculture, Indian planning is still 
a gamble in the monsoon. 

New Economic Deal contains some 
instructive articles which combine scholar¬ 
ship v^ith journalistic flare for delightful 
phrases. A number of new proposals which 
the author has made while advocating a 
new economic deal for India certainly 
deserve careful consideration. 

Politics 


occasion demands Nehru’s name has been 
dragged in. A couple of times Nehru 
is compared to^ Gandhi and the latter 
emerges as a colossus in regard to qualities 
of leadership. The author reveals a fair 
degree of undisrstanding of the motives and 
capabilities of some of India's top leaders. 
He has aniysed some of the salient (rends 
in national politics and offers suggestions 
and criticisms as he goes by. A collection 
of essays of this nature may dot form into 
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a homogeneous and connected theme. 
But the intelligent reader may reconstruct 
the general trend on the basis of the 
samples offered. 

India is passing through turbulent times. 
The revolution of expectations set in motion 
by the demagogy of political leaders has 
ebbed away in the minds of the destitute 
masses who waited in vain for (wenty*two 
years. Presently the nation is passing 
through a palace revolution. This revolu¬ 
tion is reflected in the struggle for power 
between the Prime Minister and the 
Congress President. An introduction has 
been added to precede the essays to take 
note ofthis power struggle. “The pathology 
of Mrs Gandhi's government is unique; 
it refuses to govern as it becomes increas¬ 
ingly irresponsible. And the more it 
becomes ineffective, the more it relics on 
gimmicks, slogans and political farce.'* 
The foregoing is a quotation from the 
introduction where the author concerns 
himself with Mrs Gandhi’s motivations in 
regard to choice of party’s Presidential 
candidate, dismissal of Morarji Desai, 
nationalisation of the top fourteen com- 
merical banks etc.-' The division of eco¬ 
nomic surplus to meet politically oriented 
demands has depressed the growth rate, 
the author holds. One certainly cannot 
disagree with him. 

The Prime Minister 

In the first essay ‘The New Prime Minister’ 
the author starts with the opinion that 
it would be ‘churlish’ not to wish Mrs 
Gandhi good luck. Significantly, he men¬ 
tions that the word ‘Socialism’ does not 
occur in Mrs Gandhi’s first national broad¬ 
cast. In the third essay dealing with “The 
Struggle for Leadership” between Kamaraj 
and Mrs Gandhi the author comes to 
speculate on as much as the possibility of 
Kamaraj getting defeated at the polls. 
Kamaraj did get defeated. But he dis¬ 
proved the author’s rational prediction 
and played a big part in the re-election of 
Mrs Gandhi as Parliamentary leader as 
well as in shaping subsequent events. 
No blame attaches to the author. In the 
wretched Indian politics of total chaos 
anyone’s assessment can go wrong anytime. 
The fifth article explores Congress Party's 
lack of a built-in mechanism to throw up 
leadenhip aod traces it to Nehru's style 
of functioning through man picked more 
for their loyalty than ability. In the last 


article of Part One written in December 
1968 arc discussed Mrs Gandhi's strategies 
of staying in power. “Today it hds be¬ 
come impossible for Mrs Gandhi, no 
matter how much she tries on her own,” 
says the author, “to extricate this country 
from the Russians.” 

The seventh article with which the second 
part of the book opens, takes stock of the 
cracks in India’.s party structure. The 
ills of the ruling party infect the opposition 
parties too. It is on the basis of cheap 
emotional appeals that parties try to muster 
support for themselves. Further decline 
in Congress fortunes in the next elections 
and few more unstable coalition govern- 
mmts are anticipated. 

PartUs and Pair 

On centre-state relations the author 
notes that notwithstanding the progressive 
increase in the states’ share of central 
revenues, the states arc tardy in mopping 
up savings or organising thc^ distribution 
of food. The havoc wrought by foreign 
monies on political parties is dealt with 
under the caption “Parties Power and Pelf*. 
A fresh legislation to make it mandatory 
on parties to publish their accounts is 
suggested as a way out. Seeing how the 
findings and recommendations of the 
Public Accounts Committees arc quietly 
set aside year after year that should prevent 
the parties from publishing their accounts 
and carrying on business as usual. 

In the tlirec articles 32—14 the author 
rightly deplores the total lack of a sense 
of nationalism in the country, “Today 
we have been left with the loud and shrill- 
cries of rights including the right of black¬ 
mail, treason, corruption, breach of law 
as well as the right to get away with it.” 
The so-called Indian intellectual is the 
worst culprit responsible for adding poig¬ 
nancy to the situation. He is no less 
selfish and self important than the crooked 
politician. “To support a particular 
ideological movement is one thing; to 
support a lobby with an ideological cover¬ 
ing is another. The former demands com¬ 
mitments and sacrifices from the intellec¬ 
tuals, the latter showers benefits on them.” 
What is even more frustrating is that in 
the face of ‘prolonged external threats” 
our legislatures continue to be “hysterical 
and irresponsible.” In the last article 
about the quality of Indian political life 


“the low quality of politics of the Nehru 
era” is (he undertone. 

The author is no slave of any ‘ism’ or 
ideology and carries out his research 
with fair detachmmt. One cannot how¬ 
ever, agree with all his assumptions and 
arguments. It is difficult to understand 
his treatment of “consensus” as if it were 
a full-fledged political doctrine on a par 
with democracy. Towards the end of 
Nehru’s time fears used to be expressed that 
elections at the party and government level 
would lead to ugly politicking and result 
in bitterness and bickerings. It suited 
Nehru to promote his pet politicians and 
pet ideas through an extra-democratic 
process after a show of holding consulta¬ 
tions. After Nehru’s death the same 
technique came in handy to the small set 
of party bosses in choosing the new party 
leader. From then on the word consensus 
got a new respectability and currency in 
the nation’s political discussions. Truly 
speaking consensus has no place in a de¬ 
mocracy played according to rules. 

President's Role 

One can also join issue w'ith the author 
on the constitutional role and importance 
of the President of the Indian Union. 
In times of peace when the Constitution is 
allowed smooth working the Prime Minister 
is the decision maker. The President who 
is a nominal head of state is bound by the 
advice of the council of ministers and can 
play a role of his own only in a crisis 
when Parliament is dissolved. When one 
refers to the character and capacity of a 
a person it relates to the person in a normal 
state of health and not when the person is 
sick. On that analogy India's Constitution 
accords pride of place to the Prime Ministw: 
who is the leader in Parliament and enjoys 
the sanction of the people. 

The author refers approvingly about 
steps which Mrs Gandhi can or may take 
to capture the Congress presidency. The 
leader of government combining in himself 
(or herself) the leadership of the party 
may not be observing a desirable democra¬ 
tic norm. In the particular case of Mrs 
Gandhi with all her illusions of grandeur 
such a step should spell disaster to the 
nation. 

The union cabinet, the Planning Com¬ 
mission and (he National Development 
Council with their undefined powers and 
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undefined ambit of operation have contri- 
buted a good deal to the confusion in the 
national economy. The author singles out 
the National Development Council for 
censure. It stands to reason that the linal 
arbiter of our plans should be the union 
cabinet and the Planning Commission 
should be an expert body whose 
recommendations the former should 
reject or follow on a balance of all 
relevant considerations. 

The author’s style of >\Titiiig is not 
homogeneous. Most of the articles in 
Part Two arc more readable than those in 


Part One which is cluttered with avoidable 
Jargon. The introduction which the author 
admits was hastily prepared suffers from 
a few faults of language too which might 
have been eliminated on a second read¬ 
ing even if the author had to rattle it off 
the typewriter at the last minute. 


Represented on the jacket is an interest¬ 
ing design of an imminent fertilization 
being killed by a flash of lightning. Had the 
title been,‘India’s Sterile Power Structure* 
it would have tied much better with the 
design. 


For Reference and Record 


Facts File (Issued Fortnightly) : Compiled and Edited by V. Ramamurti; 
Published by him for Southern Publishers, 92-A, Mount Road, Madras-18; 
Pp. 32; Annual Subscription Rs 80. 


Reviewed by B. GANAPATHY SARMA 


EVENTS are moving with such rapidity 
that it is generally difficult to keep track 
of them. In particular, it is difficult to 
pick out the ones that may have a signi¬ 
ficant reference value for the entrepreneur, 
the banker or financier, the administrator, 
the economic writer and the teacher or 
student of economics. Undaunted by the 
vastness of the problem and the magni¬ 
tude of the task the publishers have 
ventured to bring out a fortnightly re¬ 
ference periodical entitled Facts File. 

The publication provides in a condens¬ 
ed form all significant economic and 
statistical data and documents besides 
giving a synopsis of all important 
developments that have occurred during 
a fortnight period at the state and central 
levels and in the Indian economy as a 
whole. There are no comments, inter¬ 
pretations or criticisms. Instead it 
carries full texts or its own summaries of 
•documents and events. The coverage on 
the whole is quite comprehensive. 

No detailed contents is given for each 
issue but a quarterly index will be made 
available which will serve as an aid to 
quick and ready reference. 

In short Facts File is a dependable 
reference periodical giving informative 


and authentic materials on all aspects of 
economic importance and significance. 

Books Received 

Gipsies--Forgot ten Children of India : 
Chaman Lai; Publications Division, 
Government of India; Pp. 216; Price Rs 5. 

Readings in Microeconomics : David R. 
Kamerschen; John Wiley and Sons Incj 
Pp. 607; Price $ 9.95 (Cloth). 

Growth and Choice : (Essays in Honour 
of U.N, Ghosal) : Edited by Tapas Majum- 
dar; Oxford University Press; Pp. 104; 
Price Rs 15. 

Changes in the Locational Pattern of 
Select Indian Industries^ 1950-65: Published 
by the Economic and Scientific Research 
Foundation; Pp. 148; Price Rs 15. 

Trends of Socio-Economic Change in 
India : 1871-1961 : Edited by M. K. 

Chaiidhuri; Indian Institute of Advanced 
Study; Pp. 811; Price Rs 80. 

Democracy and Development (Proceed¬ 
ings of the Sixth Internationa! Colloquium, 
Coonoor, India); Edited by S. V, Raju; 
Indian Liberal Group, 127, Mahatma 
Gandhi Road, Bombay-1; Pp. 142; Price 
not stated. 

Tax Laws World Over : Raj K. Tandon; 
Rangnath Publications, 23, Daryagapj, 
Delhi->6; Pp. 360; Price Rs 40. 

. Export Marketing Operations (A Case 
Study Approach) : Dr L. O. Winter and 


S. S. Mehta; Indian Institute of Foreign 
Trade; Pp. 410; Price Rs 16. 

International Economics : Sidney J. 
Wells; George Allen and Unwin; Pp. 330; 
Price 48s (cloth) net in U.K, 
Underdevelopment in Spanish America : 
Keith Oriffin; George Allen and Unwin; 
Pp. 288; Price 63 s net in UK. 

The Grand Titration : Science and 
Society in East and West: Joseph Need¬ 
ham; George Allen and Unwin; Pp. 350; 
Price 63s net in UK. 

Partners in Development : Report of the 
Commission on Internationa] Development: 
Chairman Lester B. Pearson; Pracgcr Pub¬ 
lishers, 111 Fourth Avenue, New York 
10003, USA; Price $2.50 (paper back). 

Nuclear Power in Developing Countries 
(Monograph) : Vikram A. Sarabhai, U. N. 
Meckoni and K. T. Thomas; Published by 
Atomic Energy Commission; Pp. 56; 
Price Rs 3. 

e 

Wages : B.J. McCormick; Penguin 
Books Ltd.; Pp. 188; Price Canadian $1.50. 

The I filer national Monetary System : 
Herbert G. Grubel, Penguin Books 
Ltd; Pp. 208; Price Canadian $1.50. 

Balance of Payments Policy : B.J. 
Cohen; Penguin Books Ltd; Pp. 166; 
Price Canadian 5 1.50. 

Elements of Regional Economics : 
Harry W. Richardson; Penguin Books 
Ltd.;Pp. 166; Price Canadian $1 50 
The Economics of Agriculture : David 
Metcalf; Penguin Books Ltd.; Pp. 144; 
Price Canadian $1.50. 


Economics of Education (Vol. 2 ): Edited 
byM. BJaug; Penguin Books Ltd; Pp. 
396; Price Canadian $ 2.15. 



*H*J1 call yoa names exchanged between Ra] 
Nahiin and Aiju Arora in the Rhiya 
SaUtt”. 
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RECORDS AND STATISTIC S 

Congress Party (0) Policy Statement 


IN its first policy statement, the Congress Party in Parliam:;nt 
(Opposition) affirmed its deiennination to have rural works on a 
scale massive enough to meet the unemployment problem in the 
country. It also demanded abedition of privy purses and privi¬ 
leges. Following is the text of the statement of policy : 

The Congress Party in Parliament (Opposition) aware of the 
grave peril through which the nation is passing today resolves to 
dedicate all its efforts to the achievement of objectives that the 
Congress proclaims and cherishes. For us democracy, socialism 
and secularism arc not just words of evocation, nor pawns in the 
game of power, but are unalterable norms to be observed and goals 
to be reached in a purposeful manner. 

The CPP is committed to the realisation of the pledges made in 
tlic Congress Election Manifesto and the economic programme 
elaborated by the AlCC thereafter. They have to be implemented 
generally within the normal term of the present Parliament. 

The CPP aflirnis that democracy, socialism and secularism arc 
wholly intcr-dejKndcnt and that it is necessary to safeguard the 
gains made in all the three directions and to move forward with 
uniform urgency. Exclusive emphasis on just one of them to the 
neglect of the others can be fatal to our future. 

The Congress firmly believes that tlicrc is no socialism withi>ut 
democracy and democracy has little meaning without equality 
that socialism ensures. It is unfortunate that words like demo¬ 
cracy and socialism have been subverted and often used for cont¬ 
rary ends. Hence continuous vigilance is needed in testing the 
. methods pursued. Democracy respects the human rights and dig¬ 
nity of every person. It likewise icspccls the autonomy of orga¬ 
nisations and accepts varied fc>ci of authority. Those who seek 
authoritarian ‘socialism’ subvert various institutions into conve¬ 
nient instruments of the supreme authority and the social 
structu/c is sought to l-ie made wholly subservient to the 
power-apex. 

Devious Steps 

The perversion of democratic into authoritarian socialism 
is aticmplcd not m one swoop but deviously step by step and slice 
by slice. It is from the seals of power that the process is initiated 
and organised, subordination of the mass media of communica¬ 
tions playing an important lolc. Responsible political function¬ 
ing is replaced by manipulative politics. The restraints of demo¬ 
cracy, that the Rule of Law involves, arc deliberately loosened by 
working up ma.ss hysteria. It begins within the Party and then 
Spreads in other areas of life. 

History of our time is replete with attempts at authoritarian 
‘socialism’ and communist domination. The patterns of slow 
pulverisation of democratic liberties of the people arc all too 
familiar. The CTP stands full square against all such attempts, 
and pledges itself to a policy of broadening of socialism through 
deepening of democracy. Gandhiji taught u.s that means are more 
important than ends and no end howsoever noble should be 
attempted to hz achieved by unworthy means. This principle 
should inform all endeavours for the achievement of our socio¬ 
political objectives. 

The CPP is also of the view that there arc increased threats 
today to secularism and, surprisingly enough they come not only 
from the overtly communal elements but also from those who 


wear progressive labels but try to engineer forces of disorder and 
anarchy and exploit communal .sentiments of one section or the 
other for political aims. The latter danger which is more subtle 
and subterranean has to be watched with particular care and com¬ 
bated with additional vigour. 

I'he CPP welcomes public ownership and state direction of 
strategic heights in the economy. Their control cannot be per¬ 
mitted to be used to weaken democracy to demoralise 
institutions and individuals nor can any inefficiency and waste 
he excused. The expanding public sector has to be efficient, 
productive and organised to strengthen balanced growth of the 
society. We note that though we have broughtlnany commanding 
heights in finance, industry, commerce and transport under public 
ownership, the advance to real socialism has not been significant. 
The CPP is, therefore, fu*mly of the view that in order to build 
these institutions on socialist line, wxj have first to build men who 
would run them. The principle of accountability accepted by tlie 
AICC earlier will also have to be strictly followed so that circum¬ 
stances remaining normal the minister concerned will have to 
account for the failure of the enterprise in social and economic 
terms. Appointments to key positions in public imdertakinih 
should be entirely on merits and not on basis of political 
considerations which smack of favouritism or nepoti.sm. 
Importanco of Agriculture 

Agriculture is the basic foundation of our national economy. 
Tlie well-being of the man behind the plough and increasing agri¬ 
cultural production need equal attention. Immediate steps have 
to bo taken to assure security of tenure and fixity of rent to all 
tenants. These have to be followed by giving ownership to tillers 
of the soil. I'hc land reforms alicady enacted must be speedily 
implemented. Simiillanoously measures have to be adopted to 
increase and improve per acre production and adjust ceiling on 
holdings to achieve an equitable distribution of land among those 
whose vocation is agriculture. Measures like irrigation, electri¬ 
fication and adequate supply of fertilizers must extend and cover 
not only every village but every possible farm. The long term 
measures needed to enrich agriculture must receive the highest 
priority in the development of plans. It is necessary to ensure 
remunerative prices to the farmers. By respecting the close re¬ 
lationship between production, prices and income, conflict of 
interests is avoided. Growth of production primarily depends on 
development of land, provision of water, new seeds and fertilisers. 
All these inputs require financial resources. The supremely 
critical factor, therefore, is timely and adequate credit, especially 
to the small peasants. It is the credit policy, its pattern and the 
actual provision of credit to the small producers, that must re¬ 
ceive unceasing attention of the CPP. For that is the touchstone 
of assessing the success of bank nationalisation. To protect the 
cultivator from seasonal uncertainties thejong contemplated crop 
insurance schemes should be introduced forthwith. 

j 

In trade and industry democratic socialist programme envisages 
widening opportunities to small entrepreneurs, traders, artisans 
and small-scale industrialists have claims on all those who operate 
on bigger scale and therefore their claim is the greatest on the 
large-scale sector including public undertakings. Provision of 
credit is only one, though very important aspect; the production 
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and purchase policies of the public underlakings and the govern¬ 
ment are no less significant. [t is the duty of the state to provide 
necessary managerial know-how and knowledge of modern techno¬ 
logy. 

Tn all democratic socialist countries the economy, apan from 
individual producers, has three sectors: public, private and coopera¬ 
tive. The private sector has to function with a sense of social 
responsibility and has to justify itseJf by improved productiviiy. 
While industrial development has to spread all over the country 
and wherever possible small and medium scale enterprises arc to 
he preferred, where the needs of technology or exports demand 
large units they have to be helloed to that end and at the same 
time we shall be vigilant against the growth of monopolies and 
concentration of economic power. Government regulations arc 
to be employed for quick and even industrial growth and not for 
restriction and constriction at every turn. The industrial economy 
that we seek to build has to be modern and strictly competitive in 
the world market. Sheltered development will be stunted de¬ 
velopment. For really large industrial enterprises, for those 
engaged in fast developing technologies the real touchstone of 
cfticiciicy is ability to compete in the world market. 

IRoIa of Co-op«ratlvAs 

While organising our economy, cooperatives have to play 
au increasingly important role. The existing cooperatives have 
to be not only strengthened and consolidated but new societies 
have to be organised. In particular, the agricultural processing 
and marketing activities should be brought under cooperative 
sector. The vested interests entrenched in the cooperatives have 
to be eliminated through statutes or otherwise. I.'.neclivc steps 
have to be tukc|i:1b:^ing the benefits of tlic cooperative movement 
to the siibmerged'Sifictidfis of the community. .Steps have al.so t*) 
be taken to liberate the cooperatives from the group and factional 
politics. At present cooperatives have developed fairly well only 
in a few areas in the country. It shall he necessary, therefore, to 
bring about an even development throughout the country in the 
immediate future. 

The industrial and other workers must not o,iIy receive fair 
wages, but where possible, and us quickly as possible, a living 
wage. They have to be helped to organise themselves in trade 
unions free from interference of employers, government and 
political forces unconnected w ith their real needs. The industrial 
workers must be enabled to share profits (beyond bonus they re- 
rcceive) as well as control of an enterprise by ploughing some of 
their s;ivings in investment. The fiscal system needs to be pro¬ 
gressively reformed to enable workers to share the ploughed 
profits. That way capital gains too will bespread out. The 
ivorkcrs' right to participate at progressively higher levels of 
management in an enterprise applies to all industries, whether 
private or public. 

The underprivileged in the society, particularly those who be¬ 
long to the Scheduled Ca.stcs and Scheduled Tribes have special 
claims for rapid improvement. Distribution of waste land and 
provision of house sites and of drinking w'ater must be attended to 
relievo them of their present hardships. To give them equably of 
opportunity in all spheres of life, besides reservation in service 
now available, special preference must be shown to them in 
trade, industry and other occupations. No discrimination of any 
kind should be permitted against them. The socially privileged 
must citheb shed the privileges or share them fully and the under¬ 
privileged have also to help to forge a sense of community soli-i 


darily among all our jicoplc. Let not memories of the past dis- 
lort ttde prtKcss of the great change. 

India that we seek to serve has to evolve on the contributions, 
historical as well as contemporary of all oiir great communities. 
All religions and languages must have not only equal status bur 
should have also equal opportunities for growth and fulhiment. 
The religious or linguistic minorities must receive all protection 
and facilities to enable them to share in meaningful manner the 
fruits and efforts of economic and educational developments. 

The Congress, after Independence and the establishment of 
our democratic republic, embarked on planned programme of 
economic and social transformation and placed before the people 
the goal assuring minimum living standard to every family in the 
country by 1975. Thai year remains for us the year of 
!jy.si with our promise. To achieve that objective, the CPP will 
ceaselessly strive for releasing the constructive energies of the 
lieople, demanding of the administration a sense of urgency and 
purpose, and work for social juslicc that would enable fast growing 
production to be evenly distributed. The time lost in realising our 
objective demands maximum efficiency in i mp lenient in g plan 
programme and projects of Government. 

While India cannot ensure socialist equality to the tvcople 
here and now, our earnestness has to he shown in whut we do 
lor our children. 1 he CPP therefore attaches the highest priority 
to provision of nourishment, particularly high protein food, to 
the children in the country. Progressively the school children 
must receive free uniforms and books. They arc the nation's 
precious treasure and their welfare has .sovereign claim on our 
resources. 

The youth of the country feels blighted by imcmploymcni 
around them. Tvery person, whether educated or othenvisc, 
has a claim to work and modest living. Some time back the 
AFCC had resolved that no development programme that can 
yield produclion in twelve to eighteen months shall beheld back 
because of lack of finance. The CPP accordingly affirms its 
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dctemiimilion lt> have rural worksi for provision of irrigation 
and drinking water, for land improvement and afforestation, 
khadi and village industries on a scale massive enough to meet 
the demand for work and living of the iineraploycd in the country. 

ihe C’ongress has ceaselessly slrivciVagainsl privileges of birth 
and position. The privileges and privy pruses enjoyed by the 
princes arc not just anaclironisms in a democratic society, but 
are contrary to tlie urgent social need to climinaic ostentatious 
living. The privileges and privy purses enjoyed by the princes 
should be abolished without any delay. 

The CPP will work to erode the sharp inequalities in property 
and income that prevail in the rural and even more in urban 
areas. By firmly carrying out land reforms and adopting varied 
measures to increase production particularly in small holdings 
it should be possible to move towards economic equality in rural 
areas. Incomes earned from improved cfliciency and produc¬ 
tivity have to l>c lreat(9d differently from unearned incomes. Un 
earned incomes are more in urban aieasand inequalities of wealth 
are sharper. If fiscal measures will not abridge these incquaiilies 
adequately, it may become necessary to impose once-for* 4 ll 
Capital Levy. Consumption c.\pendilure has to be restricted in 
the interest of productive investments. And stveial consump- 
li4>ii like education and health have importance over individuals 
comfort expenditure, 

Housing Shortage 

The shortage of housing which is felt today w ill become more 
acute progressively in both urban and rural areas Expansion of 
housing programipc for the mass of the people, if not taken up 
seriously, will make living for them evcji more difficult. A revol¬ 
ving fund, annually expanded, has to be set up to carry forward 
housing programme which would simultaneously provide housing 
to the low’ income groups and also encourage .savings from them 
either directly or through the nicdiuni of insurance policies. 

Pathetic faith in pure cconomi.snis has Ixicn one of the chief 
reasons for our present plight. The cynical disregard of prohi¬ 
bition which is an accepted policy of the C ongress is a ca.se in 
point. The C^PP will work for the implementation 4>f the pro¬ 
gramme of prohibition adopted in Goa in 1968. 

In this context, it is also necessary to emphasise that persons 
in high olTices will have to be symbols of conspicuous simplicity 
rather than of conspicuous consumption. Jn order to 
operate a regime of austerity which is so essential at this stage 
of development, we will have to formulate a programme of eco¬ 
nomic discipline to which the iKtlcr-olf sections ofthc comrhunily 
will have to fumly adhere. 

There has been a steady deterioration in the law and order 
situation in many parts of tlie country. Political activities tb^t 
stir mass hysteria weaken the fabric of social order further" '^Thc 
CPP while cea.sclcssly striving for economic and social develop¬ 
ment will uphold the framework of law and order because in its 
absence progress gets retarded and life of every person becomes 
insecure. 

The CPP assures the people that ii will alw-ays be ihc standard 
bearer of India on the move to its cherished destiny In its quest 
for equality it must hold fast to liberty and con.stantly forge 
bonds of fraternity among the people. Where liberty and fra¬ 
ternity arc ignored, equality in fact assumes the nature of 
New Serfdom. 
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Pld/iting prosperity through power ... Harduaganj 



The rythmic clatter of power loom i 

Hush! Hear that hum? 


Xhat’s the hum of inclustriall^iatum chau).»iitp ihc face 
of ihc Western part of liitar Pradesh. 'J’hroNsiuK 
ojx:n more employment oppc/rtuniucs. Pushing; up 
the standard of living of the people there. 

Tlic hunt will become more pronounced a-i the 
expansion of the llarduaganj 'Dicrtn.il Powei Sraiion 
h completed. 

'Fhcrmal Poster is not nesv in Vi'estern U. P, Already 
a 90 MW' station is functioning at 1 lardoaganj and a 
100 MW extension has recently been completed. 

The next stage ss ill be tlic addition of 2 x 60 MW 
units to further strengthen the power resources apd 
speed up progress. BHbL High Pressure Boiler Plant, 
Tiruchi, will supply and commission these two 60 
MW boilers designed and manufactured at Tiruchi. 
The foreign exchange saved by BHRL, Tiruchi on 
this will be about Rs. 52 million apart from Rs. 3H 
million saved on turbines supplied by the BHRL 
Hydcrab.id Factory. 


but BHI-.L' Tiruclvi*s biggest contribution will be to 
make ilic hum of industrialisation even mtirc audible, 
not only in U. P. but in all India. 

An investment that pays 

Other thcrin.il power stations th.it will equip with 
BULL high pressure boilers amounting to a value of 
over Rs. 700 million: Ennorc - Delhi Dad.irpur ~ 
Kothagudam~Obra - Pathrathu-Nainrup-Bhatinda- 
Ukai. 

W'hen these projects progressively go on steam by 
1971-1972 the High Pressure Bpiler Plant at Tiruchi 
will have more than repaid the initial investment on 
it. More, it will contribute enpemousty to rhe 
national exchequer and c.^m foreign exchange by 
planting poivcr projects in International Markets. 

BHARAT HEAVY ELECTRICALS LIMITED 
High Pressure Boiler Plant, Tiruchirapatll 14 


BHEL creating the power to prosper 
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FASTING AND PRAYING 

A CHIEF minister going on a political fast out of his sense of helplessness in:jthd 
face of lawlessness and violence engineered in his state by a political party which 
is a partner in his coalition ministry is necessarily an object of ridicule. All the same, 
Mr Ajoy Mukherjee deserves a little more sympathy and understanding than he 
has been able to evoke in the press or elsewhere. In the circumstances in which 
ho managed to become the chief minister he had clearly to reconcile himself from 
the beginning to being one among equals, instead of asserting the usual prerogative 
of chief ministers in relation to other ministers of being first among equals. It 
may perhaps be even argued that Mr Ajoy Mukherjee has. in fact, consciously and 
implicitly accepted the position that, while all may not be equal in his ministry, 
the Deputy Chief Minister, Mr Jyoti Basu, as the leader of the dominant element 
iti the coalition, has to be considered more equal than the others in the Orwellian 
sense. This, after all, is the simf)le logic and reality of the constitution of the 
present United Front ministry in West Bengal with Mr Ajoy Mukherjee as its 
Chief Minister. Everything else in the current political experiences of West 
Bengal, including the three-day fast by Mr Ajoy Mukherjee, has come about as 
the natural and necessary consequence of that basic situation. 

The only issue therefore is whether the Bangla Congress should have partici¬ 
pated at all in the ministry, with its leader receiving the chief ministership with 
strings attached. The answer could only be in the affirmative. The electorate 
in West Bengal having, in its wisdom, returned the CP-M as the largest single 
party, it was only right that the other political parties which had formed an 
electoral alliance with it should try to find out by a process of trial and error 
how far they could legitimately co-operate with it in a coalition government so 
that the state could have a reasonably stable administration formed through a 
democratic process. This experiment in co-existence has been in being for some 
time now. but its fortunes have been fluctuating. Especially, of late, ffiis exercise 
has run into heavy weather with the CP-M, having the advantage of its leader func¬ 
tioning as the Deputy Chief Minister holding the Home portfolio, losing no 
opportunity of exploiting the situation for its partisan ends. In the process, 
it has been taking its particular brand of politics to the streets in the cities and 
towns and to the villages in the countryside. 

As a result, the police is increasingly unable or unwilling to function 
as the custodian of law and order. Property and even life have become in¬ 
secure, thanks to the depredations of lawless elements, often wearing an 
opportunistic ideological label. Since, as we have already seen, the Chief Minis¬ 
ter’s effective leadership of the ministry is severely circumscribed by the logic or 
the political realities of the constitution of this coalition government, Mr Ajoy 
Mukherjee is in no position to cope with his problems by relieving the Deputy 
Chief Minister of the portfolio of Home. The predictable consequence of any 
such move on his part would obviously be the withdrawal of the CP-M from the 
ministry, thereby effecting its dissolution. Given the arithmetic of party presences 
in the state legislature, it docs not seem likely that Mr Ajoy Mukherjee could form 
a new ministry exclusive of the CP-M which could hope to function with a reason¬ 
able chance of stability. This would still be true if one or the other or even both 
factions in the Congre.ss party were to decide to join this new ministry or otherwise 
extend support to it; the various leftist groups, including the CPf, have so far 
shown no great enthusiasm for ditching the CP-M, which moreover is evidently 
fully resolved to resort to direct action of one kind or the other to make 
it impossible for an administration to function in a context in which it may 
find itself excluded from a new ministry. Us leaders, such as Mr Sundarayya and 
Mr Jyoti Basu, have made no secret of the fact that they and their party do 
harbour an intention of this kind, 

' It is in view of these obvious limitation.s on his freedom of action as the 
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Chief Minister and the consequences 
that may be expected to follow any 
move on his part to discipline his 
CP-M partner that Mr Ajoy Mukherjee 
has been desperately striving to find 
me;ms of eating his political cake and 
having it. A raiher incongruous out¬ 
come of his exercise in this direction 
was the thrcc-day fast. Although this 
fasting and praying may not make any 
difference either to the current mood or 
methods or the ultimate designs of the 
CP-M, its psychological impact on 
public opinion in West Bengal should 
not be unduly discounted. The real 
strength of the CP-M, as the by-clec- 
tion results which have been just de¬ 
clared have shown, is that this party 
still continue? to appeal strongly to 
numerically important sections of the 
electorate. 

If this situation is to be changed at 
all, it can only be done by the parties 
oppo?ed to the CP-M projecting their 
view's to the people in a dramatic man¬ 
ner so that it may make an impact on 
the man in the street. This is precisely 
what Mr Ajoy Mukherjee has attemp¬ 
ted to do and unless he is convinced 
that this or other means of influencing 
public opinion which may be open to 
him are hopelessly inadequate for com¬ 
pelling the CP-M to accept the discip¬ 
lines of the democratic process and 
restrain its destructive propensities, he 
cannot reasonably or in fairness be 
expected to submit his resignation and 
that of the ministry, withdraw his party 
from the coalition and thus bring about 
a dissolution of the present ministry. 
This is not to suggest that this extreme 
step should not be taken in any cir¬ 
cumstances or even that Mr Ajoy 
Mukherjee may not himself find it 
necessary to take this step sooner or 
later. But it is certainly important that 
any action which may have the effect 
of ending the present ministry in cir¬ 
cumstances in which there is a high risk 
of political instability or chaos can 
only be taken after careful deliberation 
and when its incscapability is firmly 
established. 

It is possible that the situation in West 
Bengal could have been viewed different¬ 
ly had the central government in New 
Delhi itself not been in disarray. As 
it is, the Prime Minister and her cabinet 


have to reckon with their own problems 
of survival and stability. Had there 
been a strong government at the centre, 
the prospects of its intervening in the 
affairs of the state government of West 
Bengal with a view to maintaining law 
and order and ensuring good govern¬ 
ment would have been formidable 
enough for the CP-M to recognise the 
wisdom of resisting the temptation to 
indulge in administrative or ideological 
excesses. The central government un¬ 
happily is not in a strong enough 
position at present to be enthusiastic 
in the assertion of its authority in the 
states. This, again, is a consideration 
which must be weighing with Mr Ajoy 
Mukherjee as he contemplates the op¬ 
tions open to him. 

Ever since the general election of 
1967, West Bengal has suffered as a 
plaything of the politics of attrition. 
The resources of its economy have been 
steadily eroded and a state which 
used to occupy a place of pride in th^ 
industrial sector of our country has 
now been reduced to living for the day 
and living from hand to moutli where 
industrial activity is concerned. Thus a 
familiar vicious circle has become comp¬ 
lete. Political instability leads to econo¬ 
mic inadequacies which, in turn, aggra¬ 
vate the social strains and stresses 
which must intensify the political con¬ 
fusion further. And so the mad se¬ 
quence of misfortunes goes on. 

If the central government has been 
a helpless witness to this retreat of West 


BengaPs economy into, the shadows 
of stagnation it is only partly because 
the relevant developments have been 
outside its control. Even in the areas 
of its direct authority or responsibility, 
the Government of India has not been 
seen to act for the mitigation of the 
economic pressures or the consequential 
political tensions bearing down on West 
Bengal. This lapse on the part of New 
Delhi is most clearly seen in its inade¬ 
quate appreciation of the problems of 
some of the imp ^rtant industries of the 
state. Although these industries have 
come under pressure, partly politically 
motivated, of labours demands, the 
central government has been doing too 
little too late in attending to the relief 
of the genuine limitations of these 
industries in meeting these demands. 
In recent months the tea, jute and 
textile industries of West Bengal have 
had to accept increased burdens in res¬ 
pect of wages or other working corj^i- 
tions of labour. 

In the case of the jute industry, 
there seems to have been a more or less 
firm understanding between its represen¬ 
tatives and the Government of India 
that the latter would provide relief in 
export duties, partly in recognition of 
the increased labour costs which the 
industry is being called upon to shoulder 
and partly in the light of the need for 
promoting the competitive stiength 
of Jute goods, particularly carpet- 
baeking, in the US market. It is 
rather strange that, although months 
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have passed since the jute industry 
was made to agree to an interim 
increase in wages and the industry is 
now being urged to consider additional 
claims from its workers, the Ministry 
of Foreign Trade has not bestirred it¬ 
self to redeem the informal undertaking 
given on behalf of the government re- 


THE fourth conference of tax exe¬ 
cutives held on November 20 and 21 
in the capital under the auspices of the 
Federation of Indian Chambers of 
Commerce and Industry thiew up a 
number of suggestions for the simplifica- 
tion’of tax laws and for using tax incen¬ 
tives for productive purposes. Among 
the various subjects which were dis¬ 
cussed, great importance attaches to 
tax incentives for social services. It 
was felt by a majority of the part it i- 
pants that the government cannot 
tackle en'cctively through its own efforts 
most of the social problems facing our 
■country and that both business find 
industry can playja useful role in this 
regard provided certain conditions are 
fulfilled. Not that our income-tax 
laws do not provide incentives for social 
purposes; what was emphasised was 
that the laws needed to be reviewed in 
order to remove restrictive limits and 
avoidable pre-conditions. 

Metropolitan cities such as Calcutta, 
Bombay and Delhi face a number of 
social problems including shortage of 
houses, clearance of slum areas, provi¬ 
sion of educational facilities and crea¬ 
tion of employment opportunities on 
an increased scale. It was suggested 
that incentives should be provided by 
way of subsidies, accelerated deprecia¬ 
tion and tax rebates so as to enable 
both business and industry to take part 
in social activities and provide housing 
and other facilities nat only to their 
employees but to people in general as 
well. If the capital outlay on industrial 
housing were treated in the same 
manner as the expenditure on scientific 
research under Section 35 of the 
Income-tax Act, it would go a long way 
in providing housing facilities to indus¬ 
trial workers. Again, the expenses on 
education and health services for em¬ 
ployees and their dependents along with 
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garding a reduction in export duties on 
jute manufactures, particularly carpet- 
backing. At a time when economics and 
politics have been thrown together into 
an explosive mixture, it is clearly un¬ 
wise on the part of the central govern¬ 
ment to turn a blind eye to the risks 
and dangers inhering in this situation. 


vocational training and employment 
of young persons and the physically 
handicapped persons, it was suggested, 
should be allowed weighted deductions 
to enable industry to increase the area 
of its social welfare activities. 

F-Ycquent references were made at 
the conference to the problem of back¬ 
ward areas in our country. In the 
context of the VVaiichoo and Pande 
committee reports, suggestions were 
put forward for increased flow' of 
capital to the hitherto neglected parts 
of our country. Some of the partici¬ 
pants were of the opinion that the task 
of providing economic uplift to backw^ard 
areas could be accelerated provided 
adequate incentives were made avail¬ 
able to industry. What is more, 
tax incentives can be instrumen¬ 
tal in increasing productivity and 
consequently increasing national in¬ 
come. It is wrong to say that tax 
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incentives will reduce the revenues of 
the government. On the contrary, it 
was opined by a majority of the speakers 
that the increase in economic activity 
resulting from the flow of these released 
funds througli industry to productive 
schemes would more than make up 
for the loss in revenue and would also 
assist in fulfilling the social needs. 

The functional system in tax adminis¬ 
tration introduced two years ago, 
however, came in for scathing cri¬ 
ticism as it was felt that it did not 
work in a Jiappy manner at the olTicers’ 
and the ministerial staff levels for lack 
of adequate co-ordination. Also the 
new system, it seems, has not been fully 
adapted to the conditions and the 
administrative set-up that wc have in 
this country. The administrative frame¬ 
work, it was recoinmcnded. should be 
streamlined so as to bring about a closer 
relationship between the lax payer 
and the tax gatlierer. 

The frequent changes in lax laws were 
severely criticised as they caused lack of 
confidence among oflicers and con¬ 
fusion among tax paj^ers. There was 
general agreement in regard to the pica 
that the income-tax laws should be 
conceived and drafted us to be easily 
intelligible to the average tax payer 
and that these laws should hold for at 
least a period of five years. Altera¬ 
tions at rapid intervals of time, however 
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nominal, tend to cause confusion in the 
minds of the people. The income-tax 
laws as at present are extremely com¬ 
plicated and all the changes made so for 
have not made them compact, com¬ 
prehensive or ck‘ar. 

The system of advance payment of 
tax was also criticised by the participants 
especially because of the rigidity about 
the statutory dales for payment. It 
was fell that so long as the obligations 
were met during a specific month, the 
fixation of a specific date was unneces¬ 
sary. At present, the advance payment 
of tax from assesse^s v.ho have more 
than one source of income is governed 
by the income which accrued in the 
preceding year: the date for payment 
is dictated by the source from which 
more than 75 per cent of the income was 
received. This system has proved in 
practice to be complex and it was urged 
that instead of fixing a specific date for 
payment, a particular month should 
suffice. 

The discussions in regard to tax 
deductions at source were of a technical 
nature and were directed towards 
securing relief for the lax payer. For 
example, it was recommended that a 
suitable amendment should he made in 
Section 194 so that a company is not 
required to tlcduct lax from dividends 
paid to a shareholder whose total 
income is below the taxable limit or 
whose total receipts from dividends do 
not exceed Rs 1000 in a year. For 
avoiding any misuse of this concession, 
it could be made obligatory on the 
tax payer to flic an affidavit with the 
company. Some other points raised 
in this connection were of technical 
nature which sought additional relief for 
the tax payer not in terms of incidence 
but in respect of reducing unnecessary 
work involved in petty demands. 

On refund of income-tax, the point 
was made that interest on excess pay¬ 
ment should be payable from the end 
of the financial year in which the tax 
was deducted at source or paid to the 
government. It implies that the income- 
tax officer would not then delay 
the disposal of a case for four years as 
at present as the reckoning of interest 
on refund starts only after the expiry 
of this period. Again, there is at 
present no right of appeal for failure 


to pay interest by an asscsscc. It 
was rightly urged by many participants 
that the right of appeal should be 
provided in the Act in this regard. 

The role of charitable and non¬ 
profit making organisations in promo¬ 
ting growth in the economy was also 
discussed. The income-tax laws in 
our country do provide for exemption 
of the income of charitable institutions 
subject to certain conditions. Some of 
the charitable organisations have 


amassed sizeable funds and the fear was 
expressed that these funds could be 
used for acquiring or creating mono¬ 
polies. This fear, it was promptly 
pointed out, was imaginary because the 
Companies Act has vested voting power 
in respect of shares held for charitable 
institutions in the hands of a govern¬ 
ment official called a public trustee. 
All propaganda that the funds of these 
trustees arc being used or can be used 
for anti-sexjial purposes such as crea¬ 
ting monopolies is therefore baseless. 


Our Export Heroes 


THE Ministry of Foreign Trade de¬ 
serves congratulation on instituting a 
scheme of awards for outstanding 
exporters. On November 28. nine 
awards and 23 certificates of merit 
were given to those who had distin¬ 
guished themselves in export promotion. 
But could not the ministry have pub- 
Jicised the event in a more imaginative 
and cITcctive manner? 

For instance, wc were told that Tala 
Exports Ltd, Bombay, have been given 
the award ‘‘for the best performance 
among the recognised export houses 
with many firsts in India's export trade 
ti> their credit”. The ministry could 
have given some examples of their 
“lir.sts” so that the people could have 
a belter idea of their achievements. 
A Bangalore company has been given 
the award ‘Tor achieving nearly 60 
per cent of total exports of colTee and 
making a breakthrough in the highly 
competitive markets.” Tt would have 
been worthwhile to mention these 
markets. A Calcutta firm has been 
honoured with an award for “out¬ 
standing performance in the export of 
chemicals and allied products and 
polyster fiibrics, and for their pioneer¬ 
ing efforts in these fields.” As chemicals 
and allied products cover a vast field, 
the ministry should have been more 
informative so that industry and trade 
could have a clear idea of the export 
potential. 

It seems surprising that when coffee 
figures in the export awards, tea docs 
not. Did the Tea Board fail to sponsor 
any name or did the selection com¬ 
mittee find no tea company worthy of 
the award? It is also not clear why 


the jute industry did not get any award. 
Only a certificate of merit is given 
to a Calcutta firm. But here also no 
details are given. What precisely were 
the achievements of this firm—what 
were the products and the markets— 
in respect of which its performance 
has been outstanding, A Bangalore 
firm has been given a certificate of 
merit for success in exporting processed 
foods. This term covers at least 15 
itenvs such as canned an^l bottled fruit 
juices, biscuits, confectionery, (pickles, 
chutneys, pappads, etc. The ministry"* 
should have explained which pro¬ 
cessed food has succeeded in finding 
foreign markets. 

The criteria for selecting candidates 
for awards and certificates are : 

(0 Development of a market abroad 
for a product which had not 
been previously exported; 

(//) Substantial increase in export 
sales on a sustained basis, pre¬ 
ferably in non-traditional com¬ 
modities and in finished products; 

(in) Successful introduction of a new 
product into the export trade; 

(iv) Product development; 

(v) Successful break-through in a 
foreign market where conditions 
are specially difficult; 

(v/) Recovery of lost ground in export 
markets; 

(v/7) Novel and successful solutions 
to foreign trade problems; 

(v/m) Demonstrated efforts in inter¬ 
national marketing and promo¬ 
tion of products which have^ 
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contributed directly to the ex¬ 
pansion of exports in general; 

Ux) Demonstrated efforts in making 
credits available for expansion 
of export trade and for other 
financial assistance; 

<x) Market surveys which lead to a 
significant increase in exports 
to the area surveyed; 

{xi) Any other significant contribu¬ 
tion in the field of export per¬ 
formance or promotion. 

These criteria have been well con¬ 
ceived. It is all the more important 
therefore that while giving the awards 
and certificates, the ministry should be 
specific, not vague, about the candidate’s 
achievements. The country is greatly 
interested to know what novel and 
successful solutions to foreign trade 
problems have been found and by 
whom, what new products have been 
introduced into the export trade, what 
lost markets have been recovered and 
what market surveys have led to a signi¬ 
ficant increase in exports. 

Some publicity surely should be 
given also to ih^ export managers and 
salesmen who have actually carried on 
the negotiations and won the contracts, 
lliey arc the real export heroes who 
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Should be given ihcir due share <»t 
credit. 

The scheme for export awards does 
not appciir to have received wide 
publicity. Otherwise, how is it that 
out of over 2,0(X) exporters, only about 
100 nominations \\'cre received from 
the sponsoring agencies? The govern¬ 
ment’s dilatoi 7 procct-iurcs also seem 
to have prevented many exporters 
from putting forward their claims. 
For instance, it was nearly seven years 
ago that the Board of Trade recom¬ 
mended to the government to institute 
the awards. Even after deciding to give 
the awards, the ministry has been very 
slow in announcing the results. The 
awards given on November 28, 
1969, w('re in respect of exports for the 
year ended March 31, 1968. Jf ex¬ 
porters are not to lose their enthusiasm 
for the awards, the government should 
not only be prompt in announcing 
their decisions but should also make 
I he scheme more at lracti\ e. There may 
be separate awards for (raditional and 
non-lraditional gcKxis, and also for the 
units in the public sector and in the 
private sector. The state govenunents 
also should be made eligible to apply 
for the awards. It appears that no 
cme from the press applied though 
newspai>crs and magazines also were 
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included in the category of those eligible 
for these awards. The press, both daily 
and periodical, can also play a useful 
role in export promotipn in many ^ ways. 
Tlie AU-rnd& Newspaper EiSitors’ 
Conference which is the sponsoring 
authority in respect of the press should 
consider this scheme and make appro¬ 
priate recommendations. 

Public recognition can be an efTectivc 
means of promoting exports provided 
at the same time the official policies 
also become more holplbl. The Engi¬ 
neering Export Promotion Council 
recently complained that, apart from 
steel shortage, the inordinate delay in 
getting the benefits of export incentives 
was also hampering exports. Tlus 
delay results in the blocking of large 
sums of money with the government, 
which adds to the financial difficulties 
of the firms concerned. New Delhi 
therefore should recognise the genuine 
hardship of the exporters so that they 
can put forth their best efforts, 
ilie government should also consider 
giving awards for outstanding per¬ 
formance in invisible exports. The 
latter arc also very important in earning 
foreign exchange. Shipping, insurance, 
tourism and other means of invisible 
earnings also ought to receive adequate 
encouragement and recognition. 
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HUNAN RIGHTS—AND WRONGS 

DR A. APPADORAI 


DECEMBER JO was cclcbralcd in many 
pans of the world as Human Riglils Day 
following an invitation by the General 
Assembly of the United Nations in 1950 
to all states and interested organizations 
to observe this day as Hiunan Rights Day. 
it may be added, for the benefit of those 
not familiar with the origin of the Universal 
Declaration of Human Rights, that it was 
on December 10» 1948, that the General 
Assembly adopted the Declaration. I 
recall that I was present at that meeting 
in Paris (as an adviser to the Indian dele¬ 
gation to the Assembly) when the Declara¬ 
tion was adopted. I recall loo that of the 
lifty eight nations represented at that 
Assembly session none voted against the 
resolution though eight abstained and two 
were absent. 

I propose to discuss in this short article 
two aspects of the Declaration in which. 
1 believe, the enlightened readers of this 
journal will be interested, vi/., (0 What is 
the significance of this Declaration, when 
in many pails of the world (in South Africa 
to cite one obvious instance,) the substance 
of several Articles of the Declaration is not 
complied with; and (//) What has to be 
done to ensure compliance? 

Slgfiifkancc of tho Doclaration 

The General Assembly proclaimed the 
Universal Declaration of Human Rights 
,is “a common standard of achievement for 
all peoples and all nations" and called upon 
all member stales and all peoples to 
promote and secure the elfectisc recogni¬ 
tion and observance of the rights and 
freedoms as set forth in it. 

The adoption of this Declaration had 
been preceded by strenuous work by the 
Commission on Human Rights, which 
worked for two years in 1947 and 1948 
in preparing the draft of the Declaration. 
Tndia was represented on the Commission; 
our delegate was also chairman of one of 
the three working groups, that is, relating 
to ininlciiientation of the Declaration. I 

'^Everyman's United NaiUrns, 1969, p. 350. 


give this detail only to make the point lhaf 
India lias taken continuing interest in the 
Declaration from the stage of its formula¬ 
tion. 

The Declaration, broadly speaking, states 
three sets of principles, first, certain personal 
and civil rights, one has the right to 
life, liberty and security of person. This, 
of course, implies that no one shall be 
held in slavery or servitude, and that no 
one shall be subjected to torture or to cruel 
inhuman or degrading treatment or punish¬ 
ment, for it would be a negation of the 
dignity and worth of the human person if 
slavery or torture were permitted. 

Equality Beforu Law 

This basic right is reinforced by several 
articles in the Declaration bearing on the 
rule of law. All are equal Im-Toic the 
law and arc entitled to equal protection of 
the Jaw. Neccssiirily, the judiciary is the 
appropriate organ of the government to 
provide remedy against violations of the 
right, and so it is laid down that every 
one has the right to an effective remedy by 
competent national tribunals. No one 
shall be subjected to arbitrary arrest, deten¬ 
tion or exile. Attack upon privacy, family, 
home, or correspondence, or upon onc’.s 
honour and reputation is against the Dec¬ 
laration. The right to freedom of move¬ 
ment and residence within a country and 
1<» leave or return to it, the right to a 
nationality, the right to property, and the 
right to freedom of thought, conscience and 
religion arc the other civil rights which 
find mention in the Declaration. 

A series of rights—^which may be called 
political—are also important. Everyone 
has the right to take part in the government 
of his country, directly or through freely 
chosen representatives. The will of the 
people shall be the basis of the authority 
Of gov '^ent, and this will shall be 
expressca periodic and genuine elec¬ 
tions which shall be by universal and equal 
suffrage and shall be held by secret-ballot 
or by equivalent voting procedures. 

But tv> make democracy real, periodical 


elections are not enough. Freedom of 
speech, press and association is essential 
in order to enable the people to express 
their views on political questions in-between 
elections; democracy is, after all, govern¬ 
ment by discussion and public opinion. 
Equal eligibility to government office, 
provided the person has the necessary qua¬ 
lifications to perform the duties of a job, 
is also important - all these are indicated 
in the Declaration. 

Finally, there arc social and economic 
rights. They include the right to social 
security, the right to work under just and 
favourable condiliont, the right to equal 
pay for equal work, the right to rest and 
leisure, the right to a standard of living 
adequate fi>r health and w'ell-bcing, the 
right to cducalioii and the right freely to 
participate in the cultural life of the com¬ 
munity. The Declaration adds that every 
one is entitled to a social and economic 
order in which the rights and freedoj^s set 
forth in this Declaration can be Rilly 
realized. 

The Declaration properly adds that 
every one has also dutiesXo the community, 
to pay due heed to the rights and freedoms 
of others and to meet the just rcH)uirements 
of morality, public order and the genera! 
welfare in a democratic society. 

Two-Fold SIfnilkance 

The significance of the Declaration, I 
suggest, is two-fold: First, as the President 
of the General Assembly, Dr Evatt of 
Australia, declared when the Declaration 
was adopted in Paris, "it is the first occasion 
of human rights and fundamental freedoms, 
and it has the authority of the body of 
opinion of the United Nations as a whole, 
and millions of men, women and children 
all over the world, many miles from Paris 
and New' York, will turn for help, guidance 
and inspiration to this document.** Tt is 
true that there had been earlier Declara¬ 
tions of Rights as, c.^., in France and in 
the United States towards the end of the 
eighteenth century; but this was the first 
occasion in history when a universiil 
declaration, applicable to all peoples and to 
all nations vvaj^ adopted by a near uni¬ 
versal International organization. 

Secondly, as a recent United Nations 
publication records,^ "In the years since 
its adoption, the Declaration has exercised 
a profound influence upon the minds of 
men. Jt has been translated into all the 
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If you don't use Air Cargo because you think its 
expensive, you could be cheating yourself. 

Some of your profits could be lost on unnecessary 
inventory, warehousing, packaging, labour and 
insurance. 

Air cargo is not as costly as it first seems, because 
transport costs are not really a true indication of 
these totai distribution costs. Also, because air cargo 
gives you faster delivery, you get a faster sale and a 
faster return on your investment. 

Customers are impressed, further orders are 
encouraged. Suddenly new markets are opened to you. 


Now. if your particular product or 
market won’t allow a complete switch 
to air exporting, you still needn't risk losing orders 
through late deliveries. 

You can take advantage of air cargo's speed 
with BOAC's Air/Sea Mix Plan. You send the bulk 
by sea. but build an allowance into your costing 
system to use air in emergencies. The extra cost is 
offset by spreading it over every unit you export. 

Discuss the potential of air cargo exporting with 
your local BOAC Cargo Office. 

You owe it to your profits. 
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The Garden city 
60 years ahead of its time 


^lamsliadpur# the steel city, is full of trees and flowers I 
In fact, it is one of India's most beautiful cities. And 
the amazing thing is that Jamshedpur was conceived 
and planned exactly as it is today, more than 60 years 
ago, long before planned cities became common even 
In the West. _ 




Sonari— an underdevalop** 
ed area transformed. Under 
a phased programme, Tata 
Steel has helped the people 
to convert 20 underdeve* 
loped areas into beautiful 
localities, with well-lighted 
roads and adequate water 
supply. 


Jubilee Park. "Flowersi 
parks, and trees supply 
something which is, I 
imagine, of more basic 
importance to human be« 
ings and the iiuman spirit 
than even iron and steel 
and it was a very happy 
thought to... provide this 
beautiful park/* 

N$hfu 




The Tata Main Hospital. In addition 
to this welhequipped 600-bed hospital, 
Tata Steel has contributed to the setting 
up of an 82-bed TB hospital with a special 
children's ward. 


Our strength Is in our peopto 
9$ much as in our steei. 
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main lavages of the world. TheDeclara* 
tion Of individual articles from it, arc fre¬ 
quently quoted in United Nations resolu¬ 
tions as setting standards. The constitu¬ 
tions of many countries, including most 
countries have recently gained their inde- 
endcnce, reflect its influence. It has also 
influenced national legislations and juris¬ 
dictions.” Besides, a number of interna¬ 
tional conventions concluded under the 
auspices of the United Nations and its 
specialized agencies have been inspired by 
the declaration, c.g., the convention con¬ 
cerning the abolition of forced labour, the 
convention against discrimination in educa¬ 
tion, the convention relating to the status of 
stateless persons and the international 
-convention on the elimination of all 
forms of racial discrimination. 

To enumerate, as the Delcaration docs, 
u standard of achievement is one thing; 
to ensure compliance is another. Perhaps 
the United Nations has gone as far as it 

* Sec Periodic Reports (U.N. Economic 
and Social Council) 1954-56, 1957-59 
and 1960-62. 

3 Saadia v. Attoruey-GeiienJ, 11 Piskei 
Din 153. 
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can in the present stage of its development 
as an international organization, for the 
charter is based on the explicit recognition 
of its member states being sovereign and 
equal. For the observance of the standard 
proclaimed by it, it has necessarily to 
depend on the action by its sovereign 
members. 

frograit In Implamcntatlon 

• The periodic reports on Human Rights 
submitted by member states* make it clear 
that some progress is being made to imple¬ 
ment the rights, v.g., in Israel (1961): In 
1957 a case was brought before the Supreme 
Court in which a confersion made lo ihc 
police under promise of immunity from 
prosecution had nevertheless been ad¬ 
mitted at trial as evidence against the 
accused. I'he Supreme Court, in a decision 
of April 10, 1957,®, held that the accused 
should be acquitted, as no confession made 
under such promise could be admitted 
as evidence against him. In Sierra Leone 
an Act of 1961 declared that women enjoy 
the same status as men in regard to voting 
rights, eligibility to publicly elected bodies 
and entitlement to hold office—and so on. 

Nevertheless as the Economic and Social 
Council noted in 1965, the situation through 
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out the world with regard to human rights 
and fundamental freedoms continued to be 
unsatisfactory, particularly in connection 
^ with the policy of apartheid and the wide¬ 
spread racial, ethic and religious discri¬ 
mination throughout the world. The 
racial riots in Malaysia in June-July this 
year, the discriminations still obtaining 
in the USA with regard to the Negroes 
and the disabilities suffered by the Hurijans 
in our country in regard to the drawing of 
water from wells remind us that even 
where the law does not discriminate and 
the constitutional provisions are perfect, 
what counts in the practical enjoyment of 
civil and political rights is the attitude of 
people to equality and liberty. The 
Ahmedabad riots are a shocking illustra¬ 
tion of the validity of this thesis. It 
appears to me that what is necessary in a 
democracy for the full enjoyment by all 
of their rights is (o) the establishment and 
nurturing of voluntary associations devoted 
to service among the lowly and the back¬ 
ward (the Harijan Sewak Sangh deve¬ 
loped by the late Thakar Bapa is a shining 
example of the work of this kind); (6) 
economic development to ensure that the 
right to work is made a reality (thus it 
should And a place in India in the chapter 


WRITING 

OR 
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SPM Bank, Bond. Azurelaid ledger, white 
and coloured papers give you the best 
value for your money. 

Manufactured by modern machines and 
supervised by highly skilled technicians, 
the SPM range of papers is ideal for 
exercise books, letterheads, 
ledgers and for printing books Well 
equipped loboratory and quality control 
ensure high quality of all SPM papers. 
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on fundamental rights, and not continue more education. For in the ultimate 

to be among the Directive Principles, analysis only education can raise the status 

but this obviously must await better of, and increase the opportunities for, 

economic growth; and (r) education, and , the under-privileged in society. 

Export Surveys 

A CORRESPONDENT 


A target of Rs 500 crores of non- 
traditional exports by the end of the fourth 
five-year Plan, i.e., by March, 1974, as 
against the current level of Rs 240 crores, 
is considered essential by the Ministry of 
Foreign Trade to attain the seven 
per cent annual average rate of growth in 
exports postulated by our planners. The 
cuircnt line of thinking in the ministry 
seems to suggest that by far the greatest 
reliance is being placed on the engineering 
industry in order to achieve the target. 
True, compared to the exports during the 
Italf-year April-Sepiembcr, 1968, our engi¬ 
neering goods exports in the first half of 
this year have risen by 13 per cent but, as 
the spokesmen of the ministry themselves 
have noted, these arc meagre in relation to 
the diversified production ba*'e that India 
has built up. Also, there is no knowing 
whether the engineering industry will gel 
all the needed supplies of both ferrous and 
non-ferrous raw materials to be able to 
sustain and step up its tempo of exports. 

Non-Traditional I tarns 

Accordingly it behoves us to explore the 
export potentialities of as many other non- 
traditional lines as possible. Happily for 
us, it is precisely in this direction that the 
Fxport Promotion Division of the USAID 
has started and done commendable work, 
although this may come as news to many. 
Before Mr Francis H. Thomas, Chief of 
the USAID Fxport Promotion Division, 
disclosed at a meeting for the presentation 
of the findings and the recommendations 
of a survey of India's export potential of 
wood and wood products, convened by the 
Indian Merchants’ Chamber, Bombay, the 
other day, wc arc not sure how many 
knew that at least 14 more similar surveys 
have been completed, or arc under way, 
Ihrougli the good offices of the USAID. 
Among others, according to Mr Thomas, 
these surveys cover, or are expected 
to cover, fresh fruits and vegetables, 
spices, oil-cakcs and oil products, textil¬ 
es and readymade garments, machine tools, 
leather products, shellac, seafood, tobac¬ 


co, mineral ores and semi-processed materi- 
al, tea and cashew. What is noteworthy is, 
that, while the USAID has sponsored and 
financed these studies or surveys by en¬ 
trusting them to a marketing research 
organisation or a university, the results 
thereof arc forwarded to the Ministry of 
Foreign Trade for suitable decisions and 
follow-up action. 

Presently, however, we arc concerned w'ith 
the latest published survey, that on wood 
and wood products, carried out by the 
Marketing Rcswirch Corporation of India, 
Lid., (MRCI) New Delhi, for the ministry. 
Incidentally, it is the Indian Merchants’ 
Chamber, Bombay, that has been stressing, 
for quite sometime past, the need for de¬ 
tailed studies of the specific and peculiar 
problems of each of the export industries 
such as this. Indeed, it has been urging 
the representatives of trade and industry 
associations themselves to undertake such 
studies. While there is much to be said 
in favour of such self-reliant essays on the 
part of trade and industry bodies, there is 
the ever present risk, especially in the pre¬ 
vailing political climate of their studies 
being dubbed and dismissed as biased 
projections of vested interests and not 
receiving the same attention as those of 
academical or independent research organi¬ 
sations. 

Wld« Ground Coverod 

The survey of India’s export potential 
of wood and wood products by the MRCI 
covers wide ground, but yet is not as com¬ 
prehensive as the corporation would have 
liked. This is understandable, because, 
although accompanied by the appellation 
minor, “minor forest produce” is not that 
minor at all. In fact, it dominates the to¬ 
tal foreign exchange earnings in the wood 
and wood products group, accounting, 
as it did, for about Rs 16 crores in 1968-69 
(and the MRCI estimates this will rise to 
Rs 27 crores by 1979-80, or at an annual 
compound rate of growth of a little less 
than five per cent). It is just as well, tbere- 


December 12, 1969 

fore, that the MRCI itseh nas suggesiea 
“a major survey of minor forest products 
covering every one of the items normally 
included in this head”. The survey itself 
refers to at least six such items, i7z., plants 
for use in dyeing and tanning natural 
gums, resins and balsams, vegetable ma¬ 
terials used for plaiting, plants, seeds used 
for pharmacy and perfumery (also to make 
liquors), bidi leaves and essential oils. 
At least on the last item, as we know, very 
valuable information has been collected by 
Mysore. 

The Ministry of Foreign Trade is bound 
to welcome the MRCI estimate that exports 
of wood and wood products, including, of 
course, minor forest products, would 
rise from about Rs 24.9 crores in 1968-69 
to about Rs 80.3 crores in J 979-80. While, 
between 1968-69 and 1974-75, roughly 
over the fourth five-year Plan, the rise is 
estimated to average around 14 per cent 
per year, it is expected to decline thereafter, 
that l^twccn 1974-75 and 1979-80, ko 
around eight per cent against the 
average seven per cent growth rate as 
targeted by our planners. 

Production Aspect Strosshd 

The survey covers vast ground, but, 
apart Irom the wealth of statistics, of 
particular importance are four of the 
chapters bearing on the character of com¬ 
petition, strategies for exports, problems 
of management and technology and invest¬ 
ment opportunities in wood and wood 
products industries. As Mr J. H. Doshi, 
the IMC president, observed in his intro¬ 
ductory remarks, apart from all these market 
surveys and explorations, etc, it is the pro¬ 
duction aspect that must receive prominent 
attention, because the availability of export¬ 
able surpluses would naturally depend upon 
the quantum of indigenous production. 
The MRCI has doubtless realised this, as 
witness this remark: “This level of exports 
will have to be supported by increased 
domestic production of a dramatic order, 
particularly in the area of paper and paper 
board.” It is the increase in exports 
of paper and paper board that largely 
accounted for the sharp rise in 1968-69, 
wherefore the MRCI is on firm ground 
when it refers to these as the “two compo¬ 
nents of trade on which heavy reliance will 
need to be placed in the future.” 

If the Government of India is really 
keen on stepping up this country’s exports 
sizeably as it proposes to do, which is 
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unquestionably a sensible decision, it is 
high time it made known its policy with 
regard to licensing of new units and expan¬ 
sion of exising units, both of which are 
clearly indicated in the MRCI survey in 
question. For, far too long have w'C been 
fed on the facile rejnedy of tightening of the 
belt and restraint on domestic consumption 
to leave enough for export. Up to a point, 
this may be all right, but, in the context of 
a rising population and growing literacy, 
the government cannot continue to pretend 
that the existing installed capacity in a 
number of industries, including paper and 
paper board, can take care of all the domes¬ 
tic needs as well as a rising volume of 
exports. The long term remedy lies, as 
Mr Desai rightly put it, in raising the indi¬ 
genous production adequately. While 
doing so, as the MRCI survey has pointed 
out, it is necessary to pay careful attention 
both to the si/.e of the new units to be 
put up and to the expansion cf the 
existing units, from the point of view of 
the investment outlay involved. Before 
dismissing expansion by any unit on the 
score that it belongs to a particular 
business house or that it may lead to con¬ 
centration of economic power, the autho¬ 
rities would do well (o lake stock of how' 
much of capital goods we can fabricate in 
the country ourselves and how^ much we 


THE agricultural sector, which contributes 
about 48 per cent of our national income 
and has been the recipient of substantial 
public investment, still remains a relati¬ 
vely lightly tapped source of revenue. 
It has now' been increasingly recog¬ 
nised by professional economists in 
our country that, if a rapid rate of develop¬ 
ment is to be attained, agricultural sector 
will have to play an important role and, 
therefore, large resources will have to be 
mobilised from this sector. This has be¬ 
come all the more necessary because of the 
‘green revolution" tl\at is around the comer 
in the country. It is, in this context, 
that agricultural taxes have to play 
a crucial role in the economy of our 
country. How much resources agri¬ 
culture can contribute through taxation 
for the economic development of the count¬ 
ry can better be judged by getting some 
idea about the taxable capacity of this 
sector. An attempt is made in this 
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must needs import, as also the foreign 
exchange outlay such entails. If the Govern¬ 
ment of India can find any or all the 
amount needed for the purpose, which 
seems highly doubtful, it can afford to in¬ 
dulge in its ideological luxuries, although 
that would not be prudept. 

But more production docs not mean 
merely capital equipment and foreign 
exchange. There is also the question, 
and an important question at that, of avail¬ 
ability of raw^ materials in adequate quanti¬ 
ties, as also in appropriate qualities. The 
MRCI survey has devoted considerable 
space to a discussion of nil these and other 
relevant aspects. If the survey is to be 
believed, even in the year of grace 1969, 
the Government of India docs not have 
accurate, up-to-date and detailed statistics 
relating to wood and other forest produce. 
This is a lacuna that must be removed 
without delay. The survey has also made 
a number of pertinent suggestions concern¬ 
ing transportation, railway freight and 
excise duties. In short, it provides clear 
guidelines for drawing up a proper export 
programme in respect of wood and wood 
products both for the immediate future and 
over a longer period. It is now for the 
authorities to take decisions promptly 
and act expeditiously. 


article to study this capacity of agricul¬ 
tural sector in our country. 

With a view' to determining the taxable 
capacity of the agricultural sector, we need 
to lay down the subsistence norm which 
shall determine the income level having 
little or no taxable capacity. By taxable 
capacity wc mean the excess of actual 
income over required income.* To deter¬ 
mine the required income it is necessary for 
as to determine the subsistence require¬ 
ments of hirmcrs/agricultural sector. 

In the absence of needed time-series data 
on a number of important economic varia¬ 
bles determining taxable capacity such as 
the levels and rates of growth of sectoral or 
personal income of different income groups, 
cfianges in the distribution of income and 
pattern of consumption of different classes 
in agricultural and non-agricultural sec¬ 
tors, it is not possible to measure the re- 
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lativo taxable capacity of agricultural and 
non-agricultural sectors and of different 
classes in these two sectors at different 
points of time and as such we are not in a 
position to estimate the varying taxable 
capacity over a period of time. Wc have, 
therefore, attempted to measure taxable 
capacity through the subsistence income 
nacthod. 

It may be noted that our effort to 
estimate subsistence level and taxable 
capacity also suffers from several limita¬ 
tions owing to non-availability of data 
which has led us to make certain assump¬ 
tions over which economists may differ. 
Wc have adopted a rough and crude 
methodology and therefore our estimates 
arc just broad approximations. 

Subsistence Norm 

A study of the Reserve Bank of India* 
points out a subsistence norm for Indian 
agriculture on the basis of the nutritional 
subsistence level, by taking into account the 
foodgrains required to maintain an aver¬ 
age family. According to it about 18 
ounces of foodgrains (15 ozs of cereals and 
3 ozs of pulses) per adult per day should be 
taken to be nutritionally adequate. If the 
average size of the cultivator’s family is 
equivalent to four adult units (a family 
is taken to be of an average size of five per¬ 
sons which is equivalent to four adult 
units), the nutritional .subsistence level 
per family per annum has been estimated 
to be 1643 lbs plus an allowance of 12 A 
per cent of production for feed, seed and 
waste. But subsistence requirement 
should also give allowance for other food 
and non-food items. Wc have, therefore, 
on the basis of NSS tenth round on con¬ 
sumer expenditure* of rural households 
made a provision of 28 per cent for other 
food items sucli as edible oil, sugar and 
milk products, and 32 percent for non-food 
items such as clothing, light, medicines 
etc., so as to provide for normal cash needs 
for coasumption requirements as well as 
necessaries for efficiency. Wc have assum¬ 
ed the percentages of food and non-food 
items for rural households to be the 
same for all classes of agricultural families. 
Taking all these facts into consideration, 
a reasonable standard of subsistence comes 
to be roughly about 2880 lbs or 35 mds, 
of foodgrains for an average agricultural 
family. To derive the income of the 
subsistent family wc have taken the average 
of wholesale prices of foodgrains for differ- 
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ent years of ihe five year plans and for the 
three plans separately. We have» again, 
assumed the level of subsistence require¬ 
ments to be the same for all the three 
plan-periods though the level of subsistence 
income may dilTer because of changes in 
the price level. Tabic 1 gives the estimates 
of subsistence income level. 

The table points out that the subsistence 
income of a household was Ks 488,25 
during the first Plan jicriod and increased 
to Rs 596.40 and Rs 718.27 during the 
second and third Plan periods because of 
the rise in price level. On the basis of the 
average wholesale prices for the years 1965- 
66 and 1966-67 the subsistence income 
of a household vvork.s out to be Rs 964.57. 
Thus we can easily assume Rs 1000, appro¬ 
ximately, to be the subsistence income 
of a household for our purposes. With 
reference to the subsistence norm, we ha>c 
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on the basis of farm business and other 
data used by Dr Khusro^ derived the size 
of holding to be of the size group 0—7.5 
acres which may yield this much of mini¬ 
mum so as to identify the small holder.^ 
This size may, however, differ from state 
to state, and from place to place even in 
the same state because of differences in 
soil-cliinatc-crop complex. We have identi¬ 
fied the upper income class to be that 
which pays agricultural income tax. In 
the light of our estimates, which find 
support from the farm management and 
other data used by Dr Khusro, the upper 
income group consists of those house¬ 
holds who have operational holdings of 
25 acres and above, giving a farm business 
income exceeding Rs 3000 annually. In 
between the subsistence income class and 
high income class fall the middle income 
class. On tlie basis of NSS eighth round,® 
we have, for the first plan period assumed 
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80.4 per cent of the agricultural households 
sharing 26.7 per cent of the total households 
income to fall under the subsistence income 
class; 15.6 per cent of the households 
earning 38.3 per cent of total agricultural 
income to belong to middle income class 
and 4.02 per cept of the households sharing 
35 per cent of the total agricultural income 
to belong to upper income class. On the 
basis of NSS sixteenth round,^ we have 
for the period since 1956-57 to date 
assumed 72 percent, 24.75 per cent and 3.25 
per cent of the agricultural households to 
belong to subsistence, middle and high 
income classes, respectively, and have 
assumed their respective shares in the 
total agricultural incomes to be 30.4 per 
cent 39.6 per cent and 30 per cent. 

Taking these estimates for subsistence, 
middle and high income classes in the 
agricultural sector (ignoring the effect on 


Table I 

TAXABLi: CAP.ACITV OF AGRICULTURAL SECTOR : INCOME GROUPS PER CAPITA 

(In rupees) 


Year 

Per capita income 


Subsistence income 

Taxablt capacity 


Low ^ 
income 
class 

Middle 

income 

class 

High 

income 

class 

House¬ 

hold 

Per 

capita 

Low 

income 

class 

Middle 

income 

class 

High 

income 

class 

1951-52 

171.01 

1248.69 

4429.12 

538.65 

134.66 

36.35 

1114.03 

4294.46 

1956-57 

215,11 

815.34 

4702.80 

562.80 

140.70 

74.41 

674.64 

4562.10 

1961-62 

219.72 

832.61 

4812.80 

605.15 

151.29 

68.43 

681.32 

4661.51 

1965-66 

284.15 

1076.23 

6212.44 

923.65 

230.91 

53.24 

845.32 

5981.53 

1966-67 

329.77 

1249.91 

7216.42 

1039,50 

259.87 

69.90 

990.04 

6956.55 

First Plan (average) 

155.92 

1150.08 

4083.62 

488.25 

122.06 

33,86 

1028.02 

3961.56 

Second Plan (average) 

225.28 

853.76 

4925.07 

596.40 

149.10 

76.18 

704.66 

4775.97 

Third Plan (average) 

312.99 

956.50 

5558.31 

718.27 

179.57 

133.42 

776.93 

5378.74 

1965- 66 and 

1966- 67 (average) 

306.96 

1163.07 

6714.43 

964.57 

241.14 

65.82 

921.93 

6473.21 


Source : Ministry of Food and Agriculture, Agricultural Prices in India, 1959, Delhi, Manager of Publications, 1962 and 1966, Tables 
3.1 to 3.8 and Tables 3.13 to 3.17 in both the publications; The National Sample Survey, Tenth round, Tabl^ 1.60 and 1.70; N.S.S. 8th 
and 16th roundLs, No. 30 and 113, p. 26 and Pp. 142-156 respectively; C.S.O., The Statistical Abstract of Indian Union 1964 
and 1968, Tables 86 (ind 160 respectively; C.S.O., Estimates of National Income, Feb. 1964 and March 1966, Pp. 2; Statistical Pocket 
Book of the Indian Union, 1967, Pp. 6; Ministr>' of Food and Agriculture, Bulletin on Food Statistics, 16th issue, Fob, 1966, Pp. 6 

Note : National income from agriculture for the years 1965-66 and 1966-67 have been converted into old series from revised series 
so as to make the data comparabfo. 
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income distribution because of the exis¬ 
tence of landless class but counting them 
as the colntributor/sharer in agricultural 
incomes), have calculated their per 
capita taxable capacity as well as the 
taxable capacity of the agricultural sector 
as a whole, which is presented in Tables 1 
and II. 

Table I reveals that if per capita in¬ 
come is considered to be an index of 
economic capacity, then under the assump¬ 
tion of constant subsistence requirements 
over a period of time for ditferent classes 
in the agricultural sector, the taxable 
capacity particularly of the middle and 
high income classes has gradually increased. 
Even if we consider the relative high level 
of consumption requirements of the middle 
and high income groups, our conclusion 
would hardly be distorted. We alyo find 
that the low income class possesses a 
lesser degree of taxable capacity. Thepe 
conclusions also find supFK>rt if wc take 
into account the per capita, taxable capacity 
of different classes during each of tl\e five 
year plans. 

Our analysis of total actual income and 
total required income in the agricultural 
sector (Table II) reinforces our earlier 
conclusion that agricultural sector pos¬ 
sesses adequate taxable capacity. The 

Tahlf II 

TAXABLE CAPACITY OF 
AGRICULTURAL SECTOR 

(Rs crorcs) 


Year 

Actual 

income 

Re¬ 

quired 

income 

Tax¬ 

able 

capa¬ 

city 

1951-52 

4910 

1301 

3609 

1956-57 

5380 

1486 

3894 

1961-62 

6770 

1968 

4802 

1965-66 

9650 

3311 

6339 

1966-67 

11426 

3802 

7624 

First Plan 

4688 

1222 

3466 

(average) 

Second Plan 

5872 

1640 

4232 

(average) 

Third Plan 

8230 

2456 

5774 

(average) 

1965-66 & 

10539 

3492 

7047 

1966-67) 

(average) 


Source ; Ministry of Food and Agricul¬ 


ture, Bulletin on Food Statistics 
16th issue. Feb. 1966, Pp, 6; 
C.S.O. Estimates of National 
Income^ Feb. 1964 and March 
1966, P. 2. 
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taxable capacity of the agricultural sector 
increased from Rs 3,609 crores in 1951-52 
to Rs 7,624 crorcs in 1966-67. During 
the first Plan period, the average taxable 
capacity of the agricultural sector was Rs 
3,466 crorcs, which increased to Rs 5,774 
crores during the third plan period. If 
we take the average of 1965-66 and 1966-67, 
we find the taxable capacity of the agricul¬ 
tural sector to be Rs 7,047, crores, which 
again reveals a tremendous increase. 

Thus, this short analysis reveals that 
agricultural sector possesses taxable capa¬ 
city which needs to be tapped for raising 
resources for the economic development 
of the country. 
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TO meet their import needs for economic 
development, developing countries need 
increasing export earnings. Primary com¬ 
modities comprised as much as 88 per cent 
of the total export earnings of the deve¬ 
loping countries as a group during 1963-65^ 
Any increase in the export earnings of 
developing countries would, therefore, 
depend on the trend of world demand for 
primary commodities. During the period 
1960-66 the exports from developing 
countries increased at an annual average 
rate of eight per cent compared to 8.8 
per cent in case of exports of developed 
countries*. This shows that the world 
demand for manufactures increased at a 
higher rate than that for primary commo¬ 
dities. The unsatisfactory rate of increase 
ill the exports of developing countries is 
worsened by the adverse movement in the 
terms of trade as shown in the Table 1 
alongside. 

During the period 1953-54 to 1959-60 
which henceforth wc would call the first 
period, the growth in the volume of trade 
in developing countries was 31 per cent as 
compared to a growtii of 44 per cent in the 
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Table 1 

VOLUME AND UNIT VALUE OF 
EXPORTS 

(Percentage changes) 

Developing Developed 

countries countries 


1959-60 1965-66 1959-60 1965-66 
over over over over 

1953-54 1959-60 1953-54 1959-60 

Volume 31 40 44 59 

Unit 

Value 6 12 6 

developed countries. The respective figures 
during 19.59-60 to 1965-66 are 40 and 
59 per cent. It is evident that the 
world demand for manufacture.s far ex¬ 
ceeded that for primary products. It is 
also .seen that the prices of the primary 
products fell by six per cent in the first 
period and rose by only one per cent in 
the second period. On the other hand 
there has been a very favourable movement 
of export prices for developed countries. 

1 ShourTc,’ H. D. : UNCTAD TI—A 
Step Forward. 

* Ibid. 


Deteriorating Terms of Trade 

S- L- SHAH 
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The unit value of their exports increased 
by two percent in the first and by six per 
cent in the second period. The development 
of the volume of exports and its unit value 
may now be examined by main commo¬ 
dities. Table below shows the per¬ 
centage changes in cxpoit cainings from 
mam commodities in the two periods of 
our study. The percentage changes in 
export earnings arc determined by the 
changes in demand. The change in demand 
depend on price elasticity and income 
elasticity of demand in the developed 
countries. These arc reficcted in the 
percentages of the export earnings of 
the commodities. 

Developing countries account for 97 
percent of the world cxpoits in tropical 
beverages. The demand for them is 
inela.stic. An attempt to increase their 
export results in a fall in prices. Agri¬ 
cultural raw material, which is equally 
important in the experts of developing 
countiics, had a buoyant demand in 
the first petiod but it was static 

Table II 


in second. In this group hard fibres and 
rubber faced a sharp fall in demand in the 
second period due to competition from 
synthetics and substitutes and the deve¬ 
lopment of technology, w^here less of 
materials is needed due to better produc¬ 
tion methods and less wastage. 

Increasing Demand 

Sugar and oilseeds show a consistently 
increasing demand in both the periods 
but the increasing home consumption due 
to population pressures prevents develop¬ 
ment of exports in these commodities. 

Cereals and giains show considerable 
inciease in earnings in the second period 
but the percentage share of developing 
countries in these commodities is low and 
the developed countries gain more from 
this increase. The demand for fruits and 
vegetables is high in the developed coun¬ 
tries. Trade and consequently earnings 
in these commodities expanded consider¬ 
ably in both the periods but except banana 
the developed countries compete in the 
expoits of fruits and vegetables. Bc- 


Tablb III 

UNIT VALUE OF SELECTED AGRI¬ 
CULTURAL COMMODITIES* 


Percentage changes 


Commodity 

1959-60 

over 

1953-54 

1965-66 

over 

1959-60 

Coffee 

--42 

3 

Cocoa 

-23 

—37 

lea 

5 


Cotton 

--24 

0 

.lute 

11 

25 

Hard fibres 

2 

■ -12 

Rubber (natural) 

51 

-33 

Sugar 

—6 

9 

Oilseeds and vegetable 

p 


oil 

—3 

-1 

Rice 

—33 

18 

Wheat 

—16 

0 

Coarse grain 

—17 

20 

Bananas 

—16 

3 

Citrus fruit 

7 

10 

Source: International Trade, 1966, GATT 
report 1967, Geneva, Table 16, 
P. 15. 

’^Commodities exported by developing 


CO'in tries 


EXPORTS OF A AGRICULTURAL 
COMMODITIES OF DEVELOPING 
COUNTRIES 
(Main commodities only ) 


Peiccntai^e changes in 
earnings 


Commodity - ’ - - - — 

1959-60 1965-66 Share in 
over o\er world 
1953-54 1959-60 export 


Coffee 

-21 

8 

97 

Cocoa 

12 

-11 

99 

lea 

6 

-5 

94 

Sub-total: Tropical 




beverages 

-15 

3 

97 

Cotton 

18 

27 

60 

Jute 

0 

12 

99 

Hard fibres 

33 

- -28 

91 

Rubber (natural) 

79 

—18 

96 

Sub-total: Agricultu* 




ral raw materials 

12 

0 

57 

Sugar 

17 

28 

71 

Oilseeds and 




vegetable oil 

4 

16 

54 

Rice 

14 

33 

70 

Wheat —46 

121 

11 

Coarse grain — 

-17 

104 

20 

Sub-loial: Cereals 




and gram 

24 

70 

24 

Citrus fruit 

82 

46 

36 

Other fruits 

32 

191 

33 

Vegetables 

45 

242 

35 

Sub-total: Fruits 




and vegetables 

35 

84 

47 


Source: GATT;International Trade, 1966, 
GATT report 1967, Geneva Table 
No. 15, pp. 47, (adapted) 


sides these adverse trends there have been 
wide tiuctualions in prices. The prices of 
almost all commodities in which deve¬ 
loping countries have a large share in world 
exports fell considerably. Tn some cases 
such as oilseeds, vegetable oils and banana 
the fall in prices occurred in both the 
periods. It was only jute and citrus fruits 
vshich got stable and rising prices in 
both the periods but here again the benefit 
from expoits of citru.s fruits went mostly 
to the developed countries. The.se facts 
^rc clearly brought out from Table 111. 


Conclusions 

The developing countries constitute a 
hetciogcnous group. The data that is 
presented to prove tlic sluggish demand, 
the unfavourable trends and terms of 
trade sutler fiom an excessive degree of 
aggrcgatJtin. The pattern differs from 
country to country. The effect on export 
carninps of individual countries would 
depend on their parliuclar commodity or 
commodities specialization, the demand 
elasticity for these commodities in the deve¬ 
loped countries, supply elasticity in the 
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DECEMBER 15, 1944 


Perhaps, Delhi deserves to be congratulated 
for attempting to tackle satisfactorily the 
beggar problem for the first time in India. 
Laws regarding vagrancy arc old enough, 
but they have been generally of little practical 
importance in the absence of destitute 
homes and workhouses. It is intended 
to establish a settlement on the outskirts 
of the city consisting of a remand home 
for new entrants, an infirmatory for the 
disabled, a workhouse for the able-bodied, 
and a hospital. The colony will be able to 
accommodate 300 inmates. The recuning 
cost of the scheme is estimated to be 


a lakh annually. Half of this amount will be 
borne by the Central Government, and one- 
third by the combined municipal area of Delhi 
and New Delhi. Rest of the expenditure will 
be available from interests on endowment 
funds which amount to no less than Rs 6i lakhs 
by now\ This may appear, on the whole to 
be a very old'fashioned method of tackling 
the problem of poverty with little chance of 
success under Indian conditions. If the 
provisions of relief are going to be at all 
humane, and consistent with minimum living 
standards, the settlement will prove to be a 
preferable place than home to millions in India. 
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developing country and pressures on 
domestic supplies. 

But the data conclusively establishes the 
hypothesis regarding inelastic demand and 
the deteriorating terms of trade for tropica] 
beverages and agricultural raw materials. 
Also the wide fluctuation in volume and 
value of the export of the agricultural 
commodities emphasize the need for redu- 


Moro than 70 per cent of the population 
in our country depends upon agriculture 
for livelihood. The importance of agri¬ 
culture to our conomy is therefore im¬ 
mense. It need not be stressed that our 
agriculture is still in the bullock-cart age. 
In spite of the ‘green revolution’, which 
ushered into the rural areas modem me¬ 
thods of cultivation, most of our agricul¬ 
turists still depend upon the hackneyed, 
outdated, out-moded and obsolete plough. 
This has warranted their excessive depen¬ 
dence on bullocks, which drive the plough. 
The bullock therefore forms the backbone 
of cultivation in large areas and is one of 
the main assets of our cultivator. 

Cattle forms one of the main assets of 
the cultivator in Andhra Pradesh as 
elsewhere. Land without cattle Andlira 
Pradesh is as good as a car without 
petrol. The bullock is used not only 
at every stage of agriculture such as 
levelling, harvesting etc., but also as a 
means of transjxjrt and to draw water 
from the wells, apart from the main plough¬ 
ing of the land. Ranging from its use 
as a means of cultivation to a me<ins 
of tnmsport, bullock plays an important 
role in almost all walks of life of the agri¬ 
culturist. 

Granary of tha South 

The State of Andhra Pradesh with its 
lush green fields has been one of the major 
contributors to foodgrains production and 
is called the “Granary of South India”. 
Even in this area where foodgrains is 
produced in abundaiK:e, the majority of 
the cultivators in the rural areas use the 
plough and, therefore, bullocks are of 
prime importance to them. We shall 
therefom, study the techniques involved 
in the marketing of cattle in this area. 

Much of the marketing of cattle in 
Andhra Pradesh takes place in periodical 
“Sandhis** and cattle fairs. “Sandhi*’ 


cing the instability through market inter¬ 
vention in the form of export quotas, buffer 
stocks, multilateral contract agreements, 
removal of qualitative barriers or tariffs. 
The developing countries should also deve¬ 
lop trade amongst themselves and also 
try to attain a greater flexibility and diver¬ 
sity in their production structure by deve¬ 
loping and expanding their manufacturing 
sector. 


is a place where cattle is herded for 
purchase or sale. These “Sandliis” 
and fairs are conducted in areas specially 
earmarked for them. The “Sandhi” or 
fair is run under the nomenclature of a 
religious ccnti-c and will be under the ge¬ 
neral supervision and control of the village 
munsif or the village surpanch. There 
will also be a board of trustees who auction 
the fair to the highest bidder who, in turn, 
is entrusted the responsibility of conduc¬ 
ting the fair. He will have to make arran¬ 
gements for herding and the display of 
common brands of cattle and also provide 
facilities of grass and water to the displa¬ 
yed cattle. He will also have to see that 
bullocks and calves arc fenced in separate 
places. 

Nomliwl Charge 

All those interested in entering their 
cattle in the fair will have to pay a nominal 
cess which ranges from 50 paise to a rupee 
for a pair. The total collection of the ccss 
will go to the man to w'hom the fair has 
been auctioned by the board. The dif- 
erenco between the amount collected 
by him as cess and the amount he has paid 
to the board constitutes his gain. 

With the completion of the religious 
function, the actual purchase and sale 
begins. A special feature in the marketing 
of cattle in Andhra Pradesh is the existence 
of experienced but unauthorized middle¬ 
men known as ‘^Dallalis”. The Dallali 
contacts the buyers and, with his shrewd 
mind and experience, he assesses the needs 
and the purchasing capacity of the concer¬ 
ned buyer. With his glib tongue he con¬ 
vinces the purchaser that cattle of 
good quality is being olfeted to him 
at the most reasonable prices. 

On the other side, the sellers arc also 
dependent completely on the Dallalis. This 
is because the sellers have a feeling that the 
Dallalis will be able to dispose of their 


cattle at the maximum price. 
Consequently most of the sale of 
cattle is done by the Dallalis on bdialfof 
the sellers, and rarefy do we see the sellers 
directly involved with the purchaser. The 
buyer and the seller are merely dummies 
in the hands of the Dallalis who makes 
them dance to his tune. As there is 
no direct contact between the buyer 
and the seller, the Dallali is able to 
arrange the prices in a manner by 
w'hich he is assured of a double source 
of income. 

An hypothetical example will bring 
oul clearly the operation of the Dallali. for 
example *X*, a seller, hands over his bullock 
to ‘Y*, a Dallali, asking him to sell it at 
the fair for Rs 800 at a commission of,* 
say, 5 per cent. The Dallali, however, 
usually will sell it for a price higher than 
the price quoted by the seller, say for Rs 
850. Tlic difference of fifty rupees bet¬ 
ween the price quoted by the seller and 
the actual sale price is the profit of the 
Dallali. 

Oallali’t Machinations 

At times, it so happens that the pur¬ 
chaser may not agree to the price quoted 
by the Dallali (in the above c.xample Rs 
850). Under such circumstances, the 
Dallaii stands to lose his profit of Rs 50. 
He then comes to the seller and a.sks him 
to reduce his price to the extent needed 
to conserve his profit. If the purchaser 
had asked the bullocks at Rs 825, he will 
convince the seller to bring his price down 
to Rs 775 and, in the process, conserve his 
profit margin of Rs 50. This profit, 
added to his commission of 5 percent 
forms the double source of his income. 

The purchase of bullocks is dependent 
on numerous factors which arc peculiar 
to the marketing of cattle. The price 
arrived at is influenced more by these fac¬ 
tors than the demand and supply condi¬ 
tions. In fact, the demand and supply 
conditions play only a marginal role in the 
fixation of the price. The various factors 
which exert their influence on the purchase 
price are the age. the colour, the height, 
the size of the hump, the length of the 
horns, etc. The purchaser along with the 
experienced Dallali scrutinises these 
aspects of the cattle carefully and arrives 
at the purchase price. 

In determining the price, the factors 
which tend to increase the price of the bul¬ 
locks arc young age, suitable colour and 


Marketing of Cattle in Andhra Pradesh 

K- CHENGAIAH CHETTY 



no8 


eASTERN ECONOMIST 


December 12r 1969 


reasonable amount of strength. The age 
of the bullock in turn is determined by 
counting its teeth. A bullock is consi¬ 
dered to be mature only after the milk 
teeth have withered away and after it has 
acquired the second teeth. From this 
stage, that is the stage wherein the cattle 
attains its maturity, its value keeps on 
increasing till it attains the eighth teeth; 
when its price can be said to have reached 
its peak. After that the value begins to 
diminish and every subsequent year from 
the diOe of acquirement of the eighth 
teeth is called a “Dukki”. Tlio more 
ilic number of Diikkis, the lew the price 
paid for the bullock. 

Important Factor 

Another important factor which in¬ 
fluences the price of bullock is its height. 
On the basi.s of heiglit, the bullocks can 
be divided into tw’o categories, viz. “Cii- 
tha” and “Pedda*’. The “Githa” variety 
<)f bullocks arc shorter than the *Tcdda" 
variety. Automatically, the “Pedda” 
variety is of more value than the “Githa ' 
variety. Hence it may be emphasised that 
the price of the bnlhKk varies directly in 
proportion to its height, that is the higlicr 
the bullock, the more price it fetches. 

Moles and biiih marks (“Sudhis”; 
.tJso play an important role in the deter¬ 
mination of the bullock’s price. Certain 
superstitions and traditions are attached 
to paiiicular categories of moles. A cer¬ 
tain type of mole or mark signifies a good 
»)mcn while others aie considered inauspi¬ 
cious. Hoi-e, the price varies directly with 
agnilicance of the mole mark. A bullock 
with a mole signifying a good omen 
fetches a liigb price and vue vfK\a. 

Many buyei's give much wcightagc to 
the colour of the bullock. The bullocks arc 
of various colours : “.Sindhi' signifies 
brown, “Ongole” signifies white, “Pun- 
ganur*’, signifies light black and ‘"Dcspiu” 
signifies a.sh gmy colour, flow^ever, the 
colour exerts only a marginal influence 
on the pi ice fixation. This is because the 
psychology differs from one buyer to 
another. 

Bariing the above ihicc lactors, there 
arc other subsidiary factors which also 
influence the price. These are the length 
of the tail, the strength and shortness of (he 
legs, as also (he size of (he hump. 

fhe bullocks purchased can be put to 


plough only after the sex impulse in them 
has been removed by the ^'pressing process”. 
This is done to store the vim« vigour and 
vitality. The cattle which arc sold after 
castration are costlier than the ones 
which have not had their sex impulse 
removed. 

The purchaser while culling the cattle 
bears in mind the fact that the cattle 
selected should match in size, strength 
and height of its pair. The uni¬ 
formity of the .size, strength and height is 
important for extracting work from the 
cattle in cultivation. Just as the wheels 
of a vehicle should be of the same diameter 
for its smooth running, so also for efficient 
cultivation the uniformity between the 
two bullocks is important. 

‘Under Cover' System 

The buyers after carefully analysing 
all these factors will arrive at a price with 
the help of the “Dallali”. The whole 
process of price settlement is done by the 
Tinder cover system*. Tlic marketing 
authorities do not, in any way, interfere 
with the purchasing and selling of cattle. 
In fact, they have no say in it. The prices 
also differ from sea^^on to season and 
from place to place. 

it can, therefore, be .seen that the prices 
.lie arrived at after the analysis and app¬ 
raisal of vaiious considerations which 
arc peculiar only to the marketing of cattle 
and which greatly mitigate its dependence 
on demand and supply factors a.s also the 
prevalent monctaiy considerations. With 
developments in veterinary science, better 
ways of cattle breeding aie bound to 
be evolved. Improvements in feeding me¬ 
thods, processed with pio|>cr vitamin 
content gives vigour and vitality to the 
callJe which, in turn, results in more pro¬ 
ductivity in agriculture. The improve¬ 
ment in artificial insemination not only 
aids the bringing up of Strong and effec¬ 
tive calves, but also increases and improvc.s 
the milk-yielding capacity of their mothers. 

TIic goNcrnnient has been taking active 
steps in establishing veterinary hospitals 
and research institutions not only for 
improving the breed of cattle, but also 
the methods of feeding. Cattle 
exhibitions and the distribution of 
prizes to the iKst variety of cattle 
will encourage (he improvement of 
cattle, and make its marketing easier. 

It is unfortunate that we do not 


have special cattle ^ranches*' in our 
country as in other countries. As 
fresh grass which is of vital importance 
in the feeding of cattle is not available in 
abundant quantities, we will have to im¬ 
prove the artificial feeds for the better¬ 
ment of the cattle. Strict measures will 
also have to bo taken to prevent spread 
of diseases, and also for the care and con¬ 
trol of calves at and after their birth. 

The poor cultivator is hard put to it to 
find funds to purchase a new pair of cattle 
or to replace the old pair. Government 
institutions set up to finance the cultivators 
have not catered to their needs and have 
proved ineffective, fnsurance facilities 
arc also not available for the cultivator 
to insure his cattle. The provision of in¬ 
surance facilities will help the cultivator 
to recoup his investment in case the cattle 
dies unexpectedly due to some disease 
or duo to old ago. With the nationali¬ 
sation of bunks, which has been, it is said, 
done mainly with the intention of channe¬ 
ling more funds to the priority sectors, 
we may hope (hat more credit facilities 
will be extended to the farmer. 

eliminate the Middleman 

/\iiother important measure to be taken 
in the interest of the marketing of cattle 
IS t<> vest the market authorities with more 
power. They should be able to eliminate 
middlemen, where necessary, and in¬ 
troduce a system of licensed middlemen. 
The authorities should also have 
the power to fix the remuneration 
of the *‘DalIalis”. A plan should bo 
mooted wherein the village panchayat 
should create a “cattle purchasing fund” 
to advance loans to the needy farmers to 
purchase cattle whenever necessary at 
nominal rates of interest. The develop¬ 
ment of cattle should also be encouraged 
by conducting more and more competi¬ 
tions and issuing such awards as “Pa.su 
Pandit” something akin to “Krfshi Pan¬ 
dit” which should be higher in rank than 
the “Gopala Rathna” award. 

By way of conclusion, it must be em¬ 
phasized that the marketing of cattle 
uffects our agricultural economy to a great 
extent. By ironing out the deficien¬ 
cies in the marketing of cattle, we will be 
taking a giant leap forward in improving 
the financial status of the farmer, the pro¬ 
duction in the agricultural sector and, 
in the long run, the nation at large. 
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FROM THE PRESS GALLERY 

GOVT. ASSAILED ON MUKHERJEE’S FAST 


OUR PARLIAMENTARY CORRESPONDENT 

NLW DELHI, Saturday ; 


THE three-day fast of the West Bengal 
Chief Minister, Mr Ajoy Mukherjee, aim¬ 
ed at rousing the conscience of the people 
against the deteriorating law and order 
situation in the slate, and the meeting of 
four top officials of the union Ministry of 
Finance with Mr T. T. Krishnamachari 
provided good opportunities for the oppo¬ 
sition benches to embarrass the govern¬ 
ment this w'cek. 

The candid admission by Mr Mukherjee 
of the breakdown of law and order in West 
Bengal, it was argued by the non¬ 
communist opposition, devolved certain 
constitutional obligations on the centre 
which it ought to fulfil. The Marxists were 
accused in indulging in gangsterism in West 
Bengal. The communist members made 
valiant attempts to stall a discussion on the 
subject. Their plea was that law and order 
was a .state subject on which Parliament 
had no right to deliberate. This contention 
of the communist members, however, was 
turned down by the presiding oflicers of 
the two Houses who reminded the commu¬ 
nist members that they themselves had 
been vocal in calling for discussion on the 
law and order situation in another stale, 
Gujarat, following the Ahmedabad riots. 
The Home Minister. Mr Y.B. Chavan, 
shared the concern of members over the 
West Bengal situation, but refused to inter¬ 
vene at the present juncture. He, howeser, 
appealed to all to help Mr Mukherjee in 
drawing the people of West Bengal away 
from the path of violence. 

A *Court«sy* Call 

The Prime Minister’s clarification that 
the four officials of the Finance Ministry 
had not seen Mr T. T. Krishnamachari on 
her directive but of their own accord— 
they, she said, had paid a courtesy call 
on the former Finance Minister—hardly 
convinced the agitated opposition mem¬ 
bers, including the members of the two 
communist groups. In the Lok Sabha, the 
PSP leader, Mr S. N. Dwivedi, revealed to 
the discomfiture of the treasury benches 
that one of these four officials had prepar¬ 
ed detailed notes on the discussions with 


Mr Krishnamachari which, among other 
subjects, related to the next year’s budget. 
The Prime Minister did not feel that there 
was anything wrong in this and asserted 
that all sorts of advice w^as heard by the 
Finance Ministry before budget was drawn 
up. The discussion with Mr Krishnamachari, 
she said, did not pertain to any specific 
budget proposals. The opposition mem¬ 
bers, however, stressed on the impropriety 
of officials discussing matters with a person 
who was out of office and was not gover¬ 
ned by the oath of secrecy. 

Ai»m Damand Conceded 

The Prime Minister has conceded the 
demand of Assam for the expansion of the 
oil refining capacity in that state. Making 
a statement in the Lok Sabha yesterday, 
Mrs Gandhi announced that during the 
fourth Plan period, an additional oil refin¬ 
ing capacity of a little over one million 
tonnes would be built up in Assam 
cither through the expansion of the exis¬ 
ting capacity or by establishing anew' re¬ 
finery. Mrs (jandhi also announced three 
other decisions of the union government in 
regard to Assam. Ihesc were: (i) the set¬ 
ting up of an integrated DMT poJyster fibre 
jTCtro-chemicals complex; (ii) the esta¬ 
blishment of a papcr/pulp mill; and (iii) 
launching of a comprehensive flood con¬ 
trol scheme. Suitable provisions for all 
these schemes arc proposed to be made in 
the fourth Plan which is now being finali¬ 
sed. 

Several other important pronounce¬ 
ments were made by the government this 
week in reply to questions or calling atten¬ 
tion notices. The Minister of Stale for 
Finance, Mr P. C. Sethi, announced in the 
Rajya Sabha on Tuesday that the question 
of providing debt relief to states would be 
considered on tlic merits of each ease in the 
light of the state-wise assessment of re¬ 
sources which is being made by the Plan¬ 
ning Commission. While the union govern¬ 
ment had accepted the recommendations 
of the fifth Finance Commission on the 
scheme of devolution of union taxes and 
duties as an award, the cases of states hav¬ 
ing ways and means difficulties would be 


considered individually. Mr Sethi fur¬ 
ther revealed th.it the fifth Finance Com¬ 
mission's recommendation in regard to the 
transfer of powers to state govcj nmeni.s to 
levy additional taxes.on excises would be 
discussed witli chief ministers at the 
National Development Council. He reject¬ 
ed the suggestion that all the recommenda¬ 
tions of the commission should be recon¬ 
sidered at a conference of chief ministers. 
They, he said, had to be treated as an 
award. 

Loan Conversion Scheme 

Mr Sethi announced in the Lok Sabha 
on Monday that while the union govern¬ 
ment would soon take a decision on the 
Dutt Committee’s recommendations re¬ 
garding the conversion of loans by public 
sector financial institutions to companies 
into the latter's equity capital, a part of 
the loans given by the Industrial Finance 
Corporation to three major private sector 
companies— Sivananda Steels Ltd, Coim¬ 
batore; Ashok Paper Mills Co., Calcutta; 
and the Mandya National Paper Mills Ltd, 
Bangalore—was likely to be converted into 
share capital. 

The Law Minister, Mr P. Govinda 
Mcnon, categorically declared in the Lok 
Sabha on Tuesday that there was no inten¬ 
tion of the government as yet to dissolve 
Parliament and hold fresh elections. 

The Minister of State for Food and 
Agn'cullure, Mr A. P. Shindc, admitted in 
the kajya Sabha on Monday that the 
demand for the nationalisation of sugar 
mills in Uttar Pradesh would need a de¬ 
tailed and careful consideration in the all- 
India context. There wci-c a number of 



■*Doe9n*t matter, let us keep Mrs 
Gandbrs band-wagou rolliag/* 
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constitutional points involved in the issue, 
he said. 

The Minister for Defence Production, 
Mr. L. N. Mislira, revealed in the Rajya 
Sabha on Wednesday that an aircraft 
accessories factory was proposed to be set 
up near Lucknow at an estimated cost of 
Rs 4.33 crores. Construction work would 
start as soon as the Uttar Pradesh govern¬ 
ment handed over the land for which 
acquisition proceedings had already been 
started. The factory, Mr Mishra added, 
would produce such things as flight and 
general instruments, wheels and brakes, 
ejection scats and hydraulic equipment. 

Three bills were adopted by the Rajya 
Sabha this week. These were: (i) The Oil¬ 
fields (Regulation and Development) 
Amendment Bill; (ii) The Khuda Bakhsh 
Oriental Public Library Bill; and (iii) The 
Merchant Shipping (Amendment) Bill. 
The first bill sought to aitn the union 
government with powers to enhance the 
ratc.s of royalty on mineral oil by notifica¬ 
tion. An important observation made by 
the Minister for Petroleum, Dr Triguna 
Sen, in reply to the debate on this bill, 
was that unless the government could get 
crude oil, there was no meaning in nation¬ 
alising the private sector refineries in the 
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country. The demand for nationalisation 
of these refineries had been made by Mr 
Bhupesh Gupta (CPI). Dr Sen, however, 
assured (he House that the policy of hav¬ 
ing refineries in the private sector, joint 
sector and the public sector had been chang¬ 
ed; the new policy was to have refineries 
only in the public sector. In regard to 
oft-shore drilling. Dr Sen revealed that a 
policy decision had been taken to get this 
drilling done only by our own men, 
without depending on foreign assistance. 

National Library Bill 

The second bill-sought to declare the 
I Khuda Baksh Oriental Library at Patna 
as an institution of national importance. 
Replying to the brief debate on this Bill, the 
Education Minister, Dr V.K.R.V. Rao, 
assured the members that the composition 
of the board of the library would not be 
confined to professional librarians; attempts 
would be made to include in this board 
scholars and people proficient in other 
fields. The Merchant Shipping (Amend¬ 
ment) Bill sought to give effect to three 
international conventions relating to this 
industry. These were: (i) the international 
convention for the prevention of pollution 
of sea water by crude oil; (ii) the global 
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convention on the limitation of liability of 
owners of sea-going ships; and (iii) (he 
convention on load lines. 

Two bills were adopted by the Lower 
House. These were (i) the Indian Registra¬ 
tion (Amendment) Bill which, besides 
seeking to remove the word ‘Indian* from 
the parent act, aimed at extending the pro¬ 
visions of this act to Delhi, and, (ii) the 
Tea (Amendment) Bill which sought to 
enable the Tea Board to receive any grants- 
in-aid or loans from the central govern¬ 
ment for financing development schemes of 
the industry. 

The Medical Prevention of Pregnancies- 
which sought to liberalise the law on abor'- 
tion, was referred by the Rajya Sabha to a 
Joint Select Committee of the two Houses. 
Referring to the necessity of this bill, the 
Minister of State for Health and Family 
Planning, Dr S. Chandersekhar, said that 
the measure had been conceived (1) as a 
health measure when there is a danger ta 
the life or to the physical or mental heajth 
of a woman; (2) on humanitarian grounds- 
such as pregnancies arising from sex cri¬ 
mes, and (3) on the eugenic ground that 
there is a substantial risk of the child, if 
bom, suffering from deformities and 
diseases. 
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WEST GERMANY AFTER REVALUATION 


JOSSLEYN HBNNESSY 

LONDON: 


I 

THI DOMESTIC ECONOMIC POLICY 

THE boom which the economy of West Oormany has long been 
experiencing continues unabated. All economic indicators (sec 
graph on p. 1112) show that up to now demand has risen at an 
undiminished rate, and that while (he growth of supply has per¬ 
sisted, the pace has been inadequate to meet demand, so strains 
in the economy have intensified once again. Although most of the 
economic data available when the Deutsche Bundesbank Rcpoit 
(from which I am taking these facts) went to press go bt'tck to the 
period before the DM was revalued, 1 doubt that the change in 
parity has materially altered the economic pletuie in the shoit 
term, as in the non-monctary sphere the repercussions of this 
monetary measure will be gradual. For Ihc moment, the only 
developments of significance are likely to be the tountci-move¬ 
ments to the arrangements widely made in anticipation of loalua- 
tion, such as bringing foi ward export orders and delaying imports. 
Otherwise, the economic situation will for the time being continue 
to be shaped by the sustained strong growth in domestic demand 

The most important change in domestic economic activity is 
that consumer income is now' going up faster. From September 
onwards, first in spikific industries, and thereafter generally, wage 
rises were conceded which are likely to put all previous rates of 
increase in the shade and to lead in a short time to a growth in 
actual hourly camings of 12 per cent and more over the cones- 
ponding period of 1968. This precipitous increase is partly 
a consequence of the relatively long periods for which the old 
collective wage agreements ran, which made it difficult for wages 
to keep up witli the other forms of income, particularly profits. 

Thus production costs are going up at a time when cntcrpiiscs 
still regard the opportunities for passing them on in prices as 
comparatively good. In other words, there is little chance at the 
moment that the faster increase of wage income might be oiTsei 
by the slower growth, or even the decline, of other incomes, w hich 
would neutralise the effect on demand as a whole. 

•oomlng Oovernment Spc«dinf 

Furthermore, Government expenditure is climbing at a mi>rc 
rapid rate, mostty on seasonal grounds but also owing to new 
spending decisions, and this is an additional boo.'^t to dimand. 

There arc no signs as yet of any easing off in enterpriser’ 
propensity to invest, which on an overall view would create room 
for higher consumer spending. Available data, at any rate, do not 
indicate any appreciables slackening of the swift rise for new capi¬ 
tal projects. Whether investment planning was revised down¬ 
wards after, and owing to, the revaluation cannot yet be said; 
hut it is probable that during the last few months the probability 
of a change in parity was taken into account, at least to a certain 
extent, when taking decisions cm new investment. 

The economic strains, to which trade and industry are subjected. 


are also being reflected ever more clearly in prices, after previously 
leaving their mark only in the steep rise in the number of unfilled 
orders, in growing delivery problems and labour shortages. 
Industrial producer prices in September were 2.9 per cent higher 
than a year before; almo.st half this rise came in the last three 
months. Of late, consumer prices have also, predictably, been 
more severely affected by the cyclical increase in Ihc prices of in¬ 
dustrial products. Happily, falls in the prices of agricultural 
products somewhat counteract the general upward movement- - 
a trend which could be suslaincd, particularly if part of the effect 
of revaluation on farm products is likewise reflected in falling 
consumer prices. As farmeis are to be compensated by subsidies 
and tax concessions for the losses of income incurred through 
revaluation, price reductions of this kind arc, of course, not 
indicative of market trend? 

II 

EFFECTS OF REVALUATION 

riic 9.3 per cent revaluation of the DM decided upon at the 
end of October is primarily a measure affecting foreign trade 
and payments and designed to eliminate a persistent disequilibrium 
in West Germany’s balance of payments. Inevitably, however, 
revaluation has repercussions on the domestic economy which, 
in the present economic circumstances. West Germany’s 
central bank welcomes. In the longer term, at least, the revalua¬ 
tion will restrain We.st Germany’s rampaging boom, thus helping 
to restore the currently upset domestic equilibrium. As I explain¬ 
ed here on November 7, the effect on the balance of payments will 
be that (a) the large surpluses on current account arc likely to 
decrease, and (b) long-term capital exports will also decline. 
Hitherto capital exports have been running at an extremely high 
level, owing to a credit policy strongly orientated towards balance- 
of-payments requirements and hence for sonic while not in line 
with domestic needs. 

The clTccls of the revaluation outside the strictly monetary 
field will thus help to ensure tbai little by little the previous exces 
sivc demand is reduced and that a larger part of the national 
product used at home than had been possible before, given the 
size of the surpluses on the external goods and services accounts 
(in 1968 they came to 3.5 per cent of the gross national product). 
This switch due to revaluation is effected solely through price- 
induced changes in the volume of exports and imports and, like 
alt price reactions, is not to be expected immediately, but only 
by degrees. But ultimately the eflcct is the more probable as, 
at 9.3 per cent, the revaluation rate was set relatively high by the 
government (in agreement with the Bundesbank). Not only 
docs this rate eliminate the price and cost differential which pre¬ 
viously existed bciNseen West Germany and other countries but 
it also includes some margin for any new price dispitrittes that 
ma'y occur. The 9.3 per cent rale will help belter to stabilise 
domestic price and cost levels and to present the rising price trend 
already in progress from becoming cumulaiive. However, owing 
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to the time-iilgs before the cffccls arc fell, llic curbing of the up¬ 
ward price and cost movcnicnl in West Germany is likely to conti¬ 
nue to be supported by rather restrictive credit and fiscal policies, 
especially in the transitional phase immediately ahead. This 
follows necessarily from the fact that domestic demand seems to 
be exceeding the available supply of goods by far moi-c than 
domestic supply can be increased through reducing the espon 
surpluses in the foreseeable future. 

Revaluing the DM has already stabilised domcsiic credit 
markets. The rapid drain of hot money out of West Germany, 
which began when the DM w'as floated at the end of Scpiemlier 
and persisted at a greater rate after the new parity had been 
fixed—by November 10 the Bundesbank alone had disposed of 
DM 11,000 million—eliminated the excess liquidity in the banking 
sector and reduced the very large amount of liquidity previously 
:ivailablc to trade and industrj’. Thus the liquidity cushion built 
up out of speculative inflows of foreign funds has already largely 
disappeared. As a result, conditions have come about on the 
domestic money market which would have l^ecn in keeping with 
the West German boom for some time past, but whicli could not 
he achieved before, despite a restriciivc credit policy, because w'asc 
after wave of speculative funds kept flowing in from abroad. 

Cttpital Market Affected 

The capital market too was relatively soon alVcctcd by the 
revaluation but, not surprisingly, in the form of a slight fall in 
interest rales, most noticeable in (he decline of yields on bonds 
issued by residents. The average yields of a range of domcsiic 
loans assertained on a daily basis dropped from 7.38 per cent 
t>n September 26, the last working day before the DM wa*? flo¬ 
ated, to 7.26 per cent on November 10. Expectations about credit 
policy after revaluation undoubtedly played a part in this, as w'ClJ 
as the fact that the position of bonds denominated in DMs in the 
intemdtional structure of interest rates has changed following 
the revaluation. The interest-rate relationships on international 
capital markets underwent a rapid change. 

Once the parity of the DM had been changed, expectations 
of further exchange profits, which foreigners in parti¬ 
cular had taken into account in their purchases of DM bonds 
when considering the yield, ctvnic to an end. In interest terms, 
this left its mirk (a) in a relatively pronounced fall in price.s- 
and hence rise in yields—of foreign DM loans and (h) in a decline 
in the yields of Euro-dollar loans (which however was also partly 
due to other factors). The interest differential between these 
instruments, which arc denominated in a variety of currencies 
and dealt in on the international capital market, has accordingly 
virtually disappeared. The rciums on foreign DM loans arc 
once again distinctly higher than those on West German loans, 
;/s may be considered normal in a period without panicular 
exchange rate speculation. 

f or foreign issuers this means that i.ssuc.s in West Germany 
>ield only a small advantage in interest over issues in ether cur¬ 
rencies on the Euro-capital market. From this point of view 
foreign issues in West Germany have therefore become less attrac¬ 
tive. although at the same time for foreign debtors the previous 
risk has been removed that their DM liabilities might be upvalued 
in relation to their own currency in the near future. Whether 
these circumstances will be sufficient substantially to reduce 
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SICOM Shows the Way 

R. V MURTHY 


PUBLIC SECTOR units, in particular financial institutions, sel¬ 
dom get cudos—never full throated—from the public, especially 
businessmen. But, as every rule must have an exception, there is 
at least one notable exception to this — the State Industrial and 
Investment Corporation of Maharashtra Ltd, SICOM for short. 
And it has achieved this whilst still in its swaddling clothes (SICOM 
is not even four years old) too, which is remarkably terrific, to say 
the least. Unqualified tnbutes have been paid to SICOM not 
only by bardboiled businessmen, such as Mr Keshub Mahindra of 
Messrs Mahindra & Mahindra, Ltd, and Mr Armstrong Jones of 
Messrs Richardson Cruddas, but by such eminently discriminating 
individuals as Mr G, L. Mehta, Chairman, Industrial Credit 
and Investment Corporation of India. Surely, then, SICOM 
must have achieved something unique to earn all thc.se. It has, 
indeed, done so, as can be .seen from the long list of its firsts 
(featured in a box elsewhere in this Supplement) and the highly 
appreciative article outlining these acheivements which Mr R. A. 
Patil, Minister for Industry, Electricity and Printing Presses. 
Maharashtra, has contributed (.w page v/V). 

SICOM was set up by (he Govenunent of Maharashtra less 
than fifty months ago as an instrument, wc are (old, for the pro¬ 
motion of industrial development in places in the state outside the 
industrially congested areas of Bombay and Poona. Contrary to 
popular belief, engendered doubtless by the heavy concentration 
of industries in these growth centres, Maharashtra is by no means 
the most industrialised state in India. On the other hand, if we 
exclude Bombay city and Greater Bombay and Poona, Mahara¬ 
shtra is as underdeveloped as any other imdcr-dcvcloiKd region in 
the country. The state authorities arc naturally greatly and 
genuinely exercised over this problem, and may no\^’ be said ti) 
have at last evolved a positive policy for the dispersal of industries 
True, there have been in (he field before SICOM came into being 
several institutions such as the Maharashtra Small-Scale Industries 
Devdopirtcnt Corporation (MSIDC), the Maharashtra Industrial 
Development Corporation (MIDC), the Maharashtra inscstment 
Centre (KlIC), (he Maharashtra State Financial Corporation 
(MSFC) and the Maharashtra Agro-Industries Development Cor¬ 
poration (MAIDC), all of which have undoubtedly done good 
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pioneering work. But it is with the advent of SICOM really that a 
big start would appear to have been made. As disclosed by the 
SICOM chairman, Mr N.M. Wagle, only a few weeks ago, at the 
third annual general meeting of the corporation, SICOM’s sanc¬ 
tions and disbursements have shot up from Rs 184 lakhs and Rs 
81 laklis in 1967-68 to Rs 463 lakhs and Rs 133 lakhs in 1968-69 
(and the tempo is being kept up since, wc understand). But these 
figures by themselves may not, in fact do not, convey everything, 
unless one is also told of the consequences that have stemmed 
therefrom. As a consequence of tfieso disbursements, 
“the project investment already catalysed in the underdeveloped 
areas will be Rs 11.37 crorcs in addition to investment of Rs 
4.43 crorcs so rehabilitated in the same areas.* ’ The total sanc¬ 
tions todate, when utilised, we arc told, will catalyse fresh invest¬ 
ment. or rehabilitate erstwhile investment, of the order of nearly 
Rs 40 crorcs by about 150 units. That surely is some increase 
in activity, which amply justifies the claim made for SICOM, 
that it “has grown into one of the leading development institu- 
rions in the slate sector.” 

Any achievement is commendable in itself, but if it has been 
realised in (he face of the tremendously adverse conditions, it is 
doubly so. In the first place, SICOM came into being when 
investments in new units were at an all-time low. Secondly, the 
capital market had not yet recovered from the depression that 
followed the Chinese aggression. Next, (he country was in 
the grip of an unprecedented industrial recession. But, more 
thkn anything, SICOM had to start operating in admittedly 
unpromising, and also unexplored, territory • - a territory 
more underdeveloped than that in any of the underdeveloped 
states. That, in spite of such heavy odd.s, SICOM should have 
cstabli.shed a record -- a no mean one at that - rebounds to the 
credit of those concerned at the helm of affairs, both in the state 
government and in the corporation itself. It is a measure i>r 
the modesty of SICOM men that they should acknowledge that 
'.uch growth would not have been conceivable but for the faci 
that the .state government had already undertaken plaitncil 
programmes for the progress of the areas that neoiled to l3c 
developed. Thus, the MlDC’s planned and excellently laid 
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out estates ne^ir a number of cities in the 
developing areas were provided with de¬ 
veloped land, water, power, roads, 
communications and close to excellent 
urban facilities and a plentiful supply of 
skilled labour. At the same time, the pro¬ 
grammes of technical education and power 
generation were suitably strengthened to 
absorb the growth that was expected in 
these areas. The Maharashtra State 
Electricity Board (MSEB) has under imple¬ 
mentation a project for a super thermal 
station at Nagpur bas^d on coal and pro¬ 
poses to link up the thermal grid with the 
hydel grid in western Maharashtra, ensur¬ 
ing thereby a steady supply of power at 
minimum cost throughout Maharashtra. 
The state transport has also stepped up its 
programme^ of investment in the develop¬ 
ing areas. The State Financial Corporation 
too has pursued its programme aggressively 
to develop suitable projects. The Direc¬ 
torate of Industries has given supporting 
assistance to new schemes which came in 
these areas and appropriate guidance to 
the small entrepreneurs. 

While credit must go to all these agencies, 
one must not forget the adage that it is 
easy enough to take the horse to a trough 
but not that easy to make him drink. 
Herein perhaps lies the yeoman service 
of SICOM. The enormous confidence that 
it has been able to inspire in the investor 
by the speed of its appraisal and its 
ability to keep, its assurances has come 
to be acknowledged by all. But neither 
the speed nor the concern to keep 
its promise, it must be noted, has 
come in the way of due observance 
of the normal prudence that is expected of 
any financial institution in such matters, 
thanks to the ability of SICOM’s team of 
financial and technical analysts to place 


themselves entirely at the disposal of their 
clients thereby helping to compress the 
unduly long time that the necessarily ex¬ 
haustive assessment of any new project 
normally entails. 

Similarly, SICOM has displayed a degree 
of flexibility not commonly associated with 
a government institution. While it has 
laid down a framework of policy on finan¬ 
cial assistance and evolved forms and pro¬ 
cedures, it has taken care to have rules that 
permit of considerable flexibility so as to 
accommodate the particular or peculiar 
needs of an entrepreneur, so long, of course, 
as these do not clash with the basic re¬ 
quirements of business propriety and flnan« 
ciaJ prudence. No wonder that this readi¬ 
ness to find specific solutions for every 
entrepreneur’s problems has attracted in¬ 
vestors to even the most underdeveloped 
regions of the state. 

The concern for the investor’s problems 
manifests itself also in the objectivity of 
SICOM’s plant location service, which 
would not hesitate to reject a site in its own 
territory, if it is unprofitable to the inves¬ 
tor. A small beginning has been made in 
the systematic indentification of projects. 
In fact, one or two major projects have al¬ 
ready been formulated such as the joint 
venture with Messrs Oriental Coal Co. 
of Thapar group for a coal-based fertilizer 
project of about Rs 60 crores near Nagpur. 
This is only one aspect of the promotional 
role that SICOM seeks to play. By high¬ 
lighting the tremendous growth potentiali¬ 
ties of the area, by “selling” the services 
of the state government agencies and the 
investment climate in Maharashtra, 
SICOM has been able to attract a number 
of investments in which it is not directly 
financially involved. That these invest¬ 


ments are themselves of the order of Ra 
8.22 crores as distinguished from those in 
which ft has financial involvement under¬ 
lines the importance of this function. The 
promotion of industrial growth requifes a 
continuous process of innovation— 
to look at each problem afresh and to re¬ 
fuse to be distracted by past precedents. 
SICOM can justifiably claim that it has 
led the way with a number of innovations. 

In building up a band of new small and 
medium scale entrepreneura in the still 
underdeveloped areas of Maharashtra, 
SICOM has undoubtedly been making 
an important contribution to the economic 
well-being of the state,,thanks to the imagi¬ 
nation of its Managing Director, who not 
only works with a missionary zeal himself 
but is also able to inspire in the band of 
his young but well-qualified and compoteot 
staff a spirit of dedication to public purpose. 
It is only their energy and dedication, as 
Mr Wagle rightly observed in his speech at 
the last annual meeting of SICOM, that 
has enabled this corporation to discharge 
its responsibilities so well and play its role 
so admirably in the economic development 
of Maharashtra. 

A word, in conclusion, about the state 
government’s attitude to private industry. 
Maharashtra’s Chief Minister has openly 
said he \ery much wants the private sector 
for the economic development of the state, 
and this explains why the state has conti¬ 
nued to maintain its lead in the sphere of 
industrial development. “This has been 
due, in no small measure”, to quote Mr 
G. L. Mehta, “to the constructive approach 
of government to industrial peace.” That 
so many businessmen have begun to speak 
of this approach augurs well for the econo¬ 
mic development of Maharashtra. 













■ V .'Viy-: , . 


Mr V. P, Naik 


MESSAGE FROM CHIEF MINISTER 

1 am glad to leant that ''Eastern Economist’* Is hrio^tiig out n special tbatnre 
sponsored by SICOM, on Maharashtra's Indastrial Dcrelopmo it with a referonee to the 
Industries Fair, 1970 at Nagpur. Various Cover intent Ageadei like Maharaslitra Industrial 
Development Corporation, Maharashtra State Financial Corporation, Maharashtra Small 
Scale InJostries Development Corporation onJ State Industrial & liveitme.it Corporation 
of Maharashtra (SICOM) have provided stimulus for the growth of the developing regions 
of Maharashtra. A very important role has niso been played by the Near Pnekage Scheme 
of Incentivei of the Goveromenf in se:aring the commitments of a number of mnlor Indujh 
trial units to the developing areas of the State. 

1 am confide it that (he efforts of them agencies. wlU help in reducing substantially the 
regional industrial imbalances in Maharashtra with! i a slmrt time. 

At the Industries Fair, industrialists from all over India can show their products, have g 
forum of exchaige of ideis and technical know-bow, and difcusi franchising arrangenwnts 
with local entreprenejrs. 1 also hope that this will provide an opportunity to the.m to see for 
the.nselvei the various advantages Maharaahlca offers to citra>e.ieurs for settinii 'ilp their 
units in this State, preferably In Its developing areas* V. P. NAIK 



your industry 
will be in good company 
in the developing areas' 
of Maharashtra 

A well-established industrial base Is what you can be sure of In the new growth centres 
of Maharashtra. Over the years there’s been a silent industrial revolution taking place 
there. More and more factories are springing up every day. Apart from a number of 
ordnance factories, here are some of the factories you could have as a neighbour: 

Agricultural Discs (India) Ltd., Aurangabad Rolling Mills Co., 

Asian Dehydrates, Arlabs Ltd., Bahco Taparia Tools Ltd., 

Central India Spg. Wvg. & Mfg. Co. Ltd., Ghatge Patil Industries, 

Hindustan Aeronautics Ltd., Indian Yeast Co. Ltd., India Pre¬ 
cision Instruments, Jai Electronic Industries Pvt. Ltd., Jolly Anil 
India Ltd., Khandelwal Ferro Alloys Ltd., Laxmi-Vishnu Cotton 
Mills Ltd., Model Mills, Maharashtra Mineral Corporation Ltd., 

MaratheTextile Mills, Maharashtra Distilleries, MICO Bosch Ltd., 

Paper Products Ltd., Pulgaon Cotton Mills Ltd., Richardson & 

Cruddas Ltd., Stretch Fibres (India) Ltd,, Shivaji Works Ltd., 

The Motwane Manufacturing Co., William Jacks Co. Ltd. 


'^*AII part* of Maharathtra apart from th* Industrially saturated Bombay/Thana/Panvel/Khopoli/Poona complex 

6/ve your project a head start on profitability. Write today for more information to: 

Th* Chief Engineer (Plant Location Service), 

THE B1ATE IMDUBTRiAL AMO INVESTMENT CORPORATION OF MAHARASHTRA UMITEO 

MIstry Bhavan, DInsha Vachha Road, Bombay 20 BR Telephone: 208216 

8 ICOM -aMpiiii hoifid forflh^dppi^ fiuMiy 



f You can count on 

1 SICOM’s assistance l i 

j SiCOU’s team of technical and financial 11' 
i experts will help you select the right i 
i industrial neighbourhood* with a formal i ; 
j evaluation of alternate locations and all i , 
I the information you need—en/Zre/y with* I ! 
j out obligation. They'll help you get the j,. 
j finance you need and arrange for quick i j 
j clearance from local bodies—to get your | 
i new plant under way profitably. ] i 

V- 
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lUHlIRlSIlTRA INDUSTRIAL DEVELOrMEIIT CORPORATION 

(A Government of Maharashtra Undertaking) 


PROVIDES A BASE FOR STARTING INDUSTRIES 
IN MAHARASHTRA 


The Corporation offers to entrepreneurs ; - 

• Infrastructure facilities like land, water, power and roads in its 
well-planned industrial areas all over the State. 

• Developed plots at reduced price or concessional rent in the 
developing areas such as Nagpur, Akola, Aurangabad, Jalna, 
Nanded, Roha, Poobali-Chiplun, Dhulia, Jalgaon & Kolhapur. 

• Built up sheds at Nagpur and Akola on hire-purchase or 
rental basis; at reduced price and with concession in payment 
of initial deposit. 


FOR DETAILS CONTACT: 

The Chief Executive Officer, 

Maharashtra Industrial Development Corporation, 

Orient House, Mangalore Street, 

Ballard Estate, BOMBAY-1. 

(Telephone No. 266548) 
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Marketinsr Role of Industries Fair 

S. K- WANKHEDE 
Minister of Finance, Maharashtra 


ALL industries^ fairs arc a! marketing 
•device—marketing not merely manufac¬ 
tured goods and services but technology 
and management skills. International in¬ 
dustries fairs at Lcipzig’and Hanover have 
for years served as a forum for exchange of 
technical know-how, for collaborative 
efforts tor setting up industrial projects in 
developing countries and for comparing 
notes between the industrially advanced 
countries and those struggling to narrow 
down the technological gap. What is true 
on the international level is equally appli¬ 
cable on the national level, more particu¬ 
larly in a vast sub-continent that India is, 
with such varying levels of industrial de¬ 
velopment that not one single area politi¬ 
cally bounaed could be truly representative 
of the industrial India. While it would 
take a couple of decades or even more to 
catch up with the already industrially pro¬ 
gressive countries even at their present 
level, it might take perhaps more to intro¬ 
duce even simple intermediate technology 
in the areas bereft of any semblance of 
industrial activity. 

Tims while we continue our endeavours 
to bridge the wide gap between our 
achievements and ambitions, removal of 
internal imbalances presents a formidable 
problem for planners. This may partly 
be due to the historical accidents of 
alien rulers having landed in port towns 
and, purely for administrative conveniences 
of law and order, developed infrastructure 
with which industries flourished with 
snowballing effect. Industries preferred to 
remain close to the scats of provincial 
administration for obvious advantages. 
Tliis explains the emergence of early 
industrial growth centres in a few metro¬ 
politan cities, despite the lack of purposive 
efforts on the part of the government, with 
the solitary exception of one princely state 
where a visionary ruler and his engineer- 
administrator truly conceived the tenets of 
industrial planning. 

Import Restrictions 

World War U brought in its wake several 
import restrictions and gave an unprece¬ 
dented fillip to the Indian industry but this 
expansion was largely soaked in by the exis¬ 
ting industrial complexes, which since then 


have shown growing vitality for continuous 
expansion. Thus, unless some radical and 
positive steps are taken, the imbalance 
in industrial development would assume 
serious proportions. 

Slate governments are now vying with 
one another to lure industries to the de¬ 
veloping areas of the state by introduction 
of fiscal mcasuies and creation of infra¬ 
structure to compensate for the benefits de¬ 
rived by the industries being attached to 
the large industrial complexes. Resource- 
based heavy industries would, at any rate, 
get established in the developing regions 
even without the incentives and proximity 
of the resources, if necessary basic facili¬ 
ties of power, communication, etc. are 
available and the economic factors favour¬ 
able. 

THe Hastening Procais 

However, grant of incentives would 
only hasten the process. Similarly, in¬ 
dustries which serve purely a local market 
or arc ancillary at the feeding or the re¬ 
ceiving end, arc also tied down to specific 
locations. A third category of export- 
oriented industries might also be tied down 
to port cities depending upon the favourable 
economics of assembly of raw materials, 
either indigenous or imported. Barring 
these exceptions, a large variety of other 
industries of a “foot-loose'’ type catering 
for a wide market have a greater choice of 
location, which cannot be influenced only 
by locational counselling or persuasion. 
Such decisions arc made purely on the score 
of profitability, weighing factors that make 
up the production and distribution costs 
including benefits of the incentives. It is 
in this area that there is an inter-state 
coinjKtition. However, a shrewd business¬ 
man does not fail to assess the impact of 
intangible factors such as a stable and for¬ 
ward looking government and its cflicieiit 
administrative machinery, responsible and 
productive labour and the cosmopolitan¬ 
ism of life without which the executive 
talent all over the country cannot be 
attracted. 

It is to these considerations that we can 
attribute the almost simultaneous decisions 



Mr S.K. Wankhedo 


of locating about a score large and medium 
scale industries at Nagpur, catalysing a 
capital investment of about Rs 1.5 crores. 
1'his is an eloquent tribute to the silent 
and exacting work of working out meticu¬ 
lous details for creation of facilities, stream¬ 
lining procedures for giving fiscal incentives 
and making them available to the entre¬ 
preneurs with utmost speed and efficiency 
through the brushwood and thistles of 
administrative routine. But an infusion 
of external stimulus for energising an 
area is not adequate in itself. Sophistica¬ 
tion in entrepreneurship, technical expertise 
and management skills which modern 
enterprises demand wall have to be develop¬ 
ed by the local entrepreneurs to grab the 
ancillary opportunities which these new 
industries would present. For some time 
until self-piopclling dynamism is created, 
this process will have to be aided by the 
large and medium scale industries sponsored 
by well-known industrial houses with their 
acLumiilatcd technical expertise and this 
will have to be done in a spirit of training 
a junior partner in progress. 


Window to the world 

It IS against this backgiound that the 
Vidarbha Industries Association conceived 
the project of an all-India Industries Fair 
at Nagpur. Fhat this fair would provide 
a window Tor display for their goods or 
services to a million people expected to 
visit the fair is indeed a major advantage 
to the participants. Wc expect, how'Cver, 
that it would also provide an occasion 
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to large industries to explore the possibi¬ 
lities of cither siib-eontracting high labour 
cost items, taking advantage of the lower 
wage rate in these areas or franchising or 
licensing large-volume products to <avc on 
the distiibution cost, to the comtxnent 
local firms. 'Ibis lias been possible in a 
variety of cases on the iniernalionial level 
and there appears to be no reason why such"] 
domestic collaboration could not be visua¬ 
lised. To the consultant this would pro¬ 
vide a rare opportunity to discuss with the 
prospective entrepreneurs their plans to 
reshape them into feasible propositions. 
New entrepreneurs would have the benefit 
of meaningful dialogues with various agen¬ 
cies on the state and central levels working 
for a common cause. The stale government 
have participated in this exhibition in a 
substantial way and so alsti various de- 
parimonts of the central government. But 
for the very encouraging resptiiisc from 
the major industrial houses in the country 
this fair could not have been planned on 
such an elaborate .scale. 

Successful organisation of a fair of this 
proportion is not an end in itself. It 


must serve as an instrument of catalysing 
economic activity. To this objective the 
Vidarbha Industries Association is fully 
alive and to this end the enthusiastic young 
social workers have been straining every 
muscle and would continue sustained 
efforts even after the dust on the 
Kasturchand Park abates. 

Slow Process 

It will be loo much to expect that such 
fairs would usher in an industrial effloresce¬ 
nce in smaller towns and villages. Building 
up an industrial edifice is a painfully slow 
process, even frustrating at times, requir¬ 
ing great deal of sustained effort, long range 
planning, co-ordination between various 
agencies of stale and central governments 
and, most importantly, promotion and 
fostering of entrepreneurship. None would, 
ihcrefoic, expect an oak forest from an 
acorn. The pyramid has to be built, 
slowly and painfully, over the broad base 
of self employed mechanised cottage in- 
du‘itrics, mixed farming, processing of 
fairn and forest produce and so on, in 
villages and comparatively modern small 


industries in small towns using at least 
intermediate technology. The modem, 
capital intensive large enterprises w'ould, 
unless they are resource-based or have 
other economic constraints, tend to be 
located in areas which offer, apart from 
normal infrastructure, amenities of modem 
life. 

In this regard, the municipal admini¬ 
stration can play a significant role in 
providing the amenities of medical care, 
communications, water supply, education, 
recreation, hotels, etc. by offering attractive 
incentives. It is not merely the dcvelop- 
mcni of industrial estates or areas, or offer¬ 
ing financial, technical of marketing aid or 
other fiscal incentives that would take us 
nearer the objective; it is the totality of 
persevering cndeiivoiirs by all agencies in¬ 
cluding the central and state governments, 
associations of trade and industry, consul¬ 
tants, etc. r.ven one single element not 
keeping with the pace of synchronisation 
can pul the entire effort out of gc^r. 
fn this sense industrial promotion is a 
joint venture and the Vidarbha Industries 
Association has ventured to do its bit. 


ACC is the fust mcinufacturer to have ronvertevl other¬ 


wise unsuitable limestone into suitable raw material 


if you want 
to know about 
cement ask 

ACC 

cIm haNmarli W 

pradiKti 



for making cement by ©mployino brnofiriation processes, 
thus ensuring maximum conseivation of mineral resour¬ 
ces. Over the years, ACC engineers and researchers 
have pioneered new products utilising indigenous 
material that would otherwise have gone waste. Quality 
is an obsession with ACC, prompting them to set up a 
Research Station in cement and concrete technology 
that is the first of its kind In India. Technical advice on 
the uses of ceirient and concrete is provided free. So if 
there is anything you want to know about cement-— 
ask ACC. 

GREY PORTLAND CEMENT • POZZOLANA 
CEMENT • BLAST FURNACE SLAG CEMENT 

• LOW HEAT CEMENT • OILWELL CEMENT 

• WATERPROOF (HYDROPHOBIC) CEMENT 

• RAPID HARDENING CEMENT • SILVICRETE 
WHITE CEMENT 

• Refractories (i.e. High Alumina firebrick^.) 
and Refractory Materials. 

• Heavy Machinery Including rotary kilns, stono 
crushers, ball and tube mills, conveyor 
GQUipment for cement, chemical and other 
inaustries. 

• Raising of coal 

• Geological Consultancy Services. ^ 


ACC 

THE ESSOCUTEO CEMENT COMPANIES LIMITED. • Tht Ctmant Markatins ComMny of India LImItad 
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8ICOM: EfPectlve Instrument of Growth 

R.A* PATIL 

Minister of Industries, Electricity ft Printing Presses 


THE best test of an industrial development 
organisation is the amount of fresh invest¬ 
ment it is able to catalyse. Judged by this 
yardstick, the performance of SICOM 
the State Industrial & Investment Corpora- 
ration of Maharashtra—during the last 
three and half years is impressive. With 
the initial prop of Rs 2 crorcs as share 
capital from the state government, the 
amount of investment in the industries it 
has been to able to catalyse or rehabilitate 
in the under-developed regions up to 
October 31, 1969, is about Rs 90 crorcs. 
The financial assistance has been exten¬ 
ded either directly or under the Capital 
Participation Scheme. 

Financial AssUtanca 

The total financial assistance sanctioned 
to 161 industrial units in the developing 
areas is of the order Rs 8.24 crorcs, in¬ 
volving a capital investment of Rs 42.92 
crorcs. Of the 161 industrial units, 107 
units are new and 54 units were already 
existing. While actively encouraging the 
establishment of new units, the corpora¬ 
tion has throughout kept in mind the 
needs of existing units also. Actual 
amount disbursed, however, is Rs 2.61 
crorcs to 65 units involving a capital in¬ 
vestment of Rs 18. jS crorcs. Necessarily, 
the disbursement cannot keep full pace with 
sanction.s and has to be tied up with the 
actual implementation of projects. 

The corporation has also been fully 
alive to its responsibility to the small- 
scale and ipedium-scaJc sectors. Under 
the Capital Participation Scheme, designed 
for the needs of small and medium scale 
units, the beneficiaries were 135 units, 


out of a total of 161 units, to the extent 
of Rs 1.66 crorcs. 

The Plant Location Service has so far 
persuaded 29 large industries, each with an 
investment of over Rs 25 lakhs, and 48 
medium and small industries, each with an 
investment of not exceeding Rs 25 lakhs, 
to site their new units or expand in the 
under-developed areas in Maharashtra. 
Of these 77 units, 24 units have been sanc¬ 
tioned financial assistance and the others 
have committed themselves to the location 
of the projects in the underdeveloped area, 
as a result of the excellent facilities that the 
Government of Maharashtra provided 
through its various institutions and the 
selling efforts of the SICOM. The capital 
investment in these 53 units is expected to 
be Rs 15.87 crorcs. 

The Project Investigation SJection’is an 
attempt - - extremely difficult and subject 
to all vicissitudes of a constantly changing 
all-Irrdia economy—to identify products 
which are suitable for manufacture in the 
underdeveloped areas of Maharashtra. 
This section has identified 24 such industrial 
projects which arc suitable for implemen¬ 
tation in the underdeveloped areas of 
Maharashtra. Of these, for three projects 
involving a total capital cost of Rs 120 
lakhs promoters who are willing to imple¬ 
ment them have been found and they arc 
taking steps to implement the projects. 

Olfllcult Task 

The Package Scheme of Incentives has 
evoked excellent response. Five applica¬ 
tions have been received for eligibility 
certificates and they are under process. 



Mr. R. A. Patil 


Excluding the 10 linils, which have taken 
IxMicfit of SiCOM's finuiv,iai assrslunce, 
the total capital investnffnl in the remain* 
ing 45 units is approximately Rs 30.98 
crores. Over 500 enquiries have been re¬ 
plied with the preliminary information 
regarding the scheme to enable them to 
decide their location in the developing 
ureas of Maharashtra. Thus, the, total 
capital investment expected to be catalysed 
or rehabilitated through the four schemes 
of SICOM is Rs 90,97 crorcs in 262 units, 
in addition to the coal-based fertiliser pro¬ 
ject of Rs 60 crores. 

Thus the initial investment of rupees two 
crorcs only, the SICOM’s share capital, 
has catalysed an investment 45 times in 
the developing areas of Maharashtra, which 
is an impressive record by any .standard. 
The results of this have already been seen 
in Nasik, Nagpur and, very recently, in 
Roha. In fact, in the MIDC areas, 
acquisition of additional land and its de¬ 
velopment will have to be undertaken soon 
to satisfy the very rapidly growing demands 
in these areas. It would be readily con¬ 
ceded that this has been achieved in the vcr> 
brief period of about 21 years, since the 
first year had necessarily to be devoted to- 
w'ards establishment of the organisation 
required for such phenomenal growth. 
The growth rate of SICOM in 1968-69 over 
1967-68 was 150 per cent in the total annual 
sanction. This has made it the largest, 
though youngest, development organisa¬ 
tion of its kind in the country to the best 
of our knowledge, barring, of course, such 


A GOOD WORD FOR GOOD WORK 

Addiessing the Golden JuMlee Conference of the AtsoclateJ Cnanberi of Commerce 
and Industry held in New Delhi on Decenber 8, 1969, MrJ. M.Par.i(oaf, the President of 
AsMcfaam, made an ap piec iati fe reference to SICOM. This tribute is reproduced below : 

urge of gftnMfir— hi feet the most effective instroment for developing the backward 
paife of the comitry, since it is only they who possess the resources and caMrflitles nM$mry 
to develop uncKplohed potential; and they nresimlinriy the most powerful agency lor promoting 
the giovrth of small ancHlary industries, which flourish best when they oomplenicnt nnd co¬ 
operate with large indostrialnnits. Itsbould tberefofe be oor aim to provide incenthes which 
will encoomge large^cale industry to enter new fields and exploft new opportunities, and 
i|i excelleiit example of the khid of actloa neoeaiary to achieve fiiis already exists in the 
fenn of the SICOM achetne which operatea in Maharashtra.** 
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.iH-inUia institutions as the LJC, the 1n- 
vtustrial Finance Corpoiation. etc. 

Another major contribution, for the 
tirst time, has been SICOM’s identification 
tif the coal-based fcniliscr project early in 
1968. Since then, mormous efforts had 
to be put through until a company was 
formed in September 1969, for the establish¬ 
ment of this Rs 60-crore project by SICOM 
and Thapar's group with the technical and 
financial assistance of M/s Sybetra, a Bel¬ 
gian company. Presently, technical and 
economic invc.stigations arc actively under¬ 
way. 

Similarly, SICOM has actively persuaded 
several entrepreneurs to locate new chemi¬ 
cal industries in the Rohn-Panvet region 
of Konkan. For this purpose, SICOM. 
through M/s Engineers India Ltd., a pub¬ 
lic sector consultancy firm, identified a 
number of economically siable chemical 
projects for establishment in the Roha- 
Panvcl region. 

All this has bctii .ithicvcd \Mihoni in¬ 


curring losses, in fad, SICOM is possibly 
the only or one of the few development 
banks which has gone into profits from the 
second year of its operation. 

Backed with initial efforts and success, 
SICOM planned for raising its resources 
to meet the growing commitment by issue 
of bonds totalling Rs S.5crorestill today, 
thereby augmenting them by another Rs 
3.3 crorcs by the end of this year. This 
has ensured that no project coming up in 
this territory will suffer for lack of funds. 
Last, but most important, it did not wait to 
find solution for the problems created be¬ 
cause of the thistle of procedures, but 
altered its own procedures and pnicticcs. 

ITiiis, for the first time in the country, 
the capital participation scheme of SICOM 
for small and medium industries slashed 
margins for lending and gave much 
longer moratorium than was conventionally 
expected before. SICOM has proposed 
introducing the credit guarantee scheme for 
medium scale industries in its territory, 
because of the special role of medium scale 


Deoember 12 , IM9 

industries in the d^lopmom of our terri¬ 
tory. 

That the achievements of SICOM arc 
impressive is not the assessment of govern¬ 
ment alone; the Maharashtra Economic 
Development Council, the apex body for 
industries in Maharashtra placed on re¬ 
cord its appreciation of the services ren¬ 
dered by SICOM during its meeting at 
Nagpur in December last year. This is 
significant, particularly because the best 
judgment of a public institution of this kind 
is the assessment made by the users of its 
services. The press and particularly econo¬ 
mic and financial journals such as Econo¬ 
mic Times and Financjal Express have 
consistently appreciated the role of SICOM. 
How has all this been achieved? To 
quote these journals, firstly, it is by an 
aggiessiveness in its operation—SICOM 
does not wait for the prospective industria¬ 
lists to come to its door, but has gone 
actively in search of entrepreneurs to pursue 
them to locate their units in its territory 
and to expand their operations in Maha¬ 
rashtra — and, secondly, by the speed and 
flexibility of its approach. 
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The Growth of SlCOM 

V. SRINIVASAN 

Managing Diractor^ State Industrial Investment Corporation of Maharashtra 


IN recent years, Maharashtra has seen 
•considerable industrial development. Un¬ 
fortunately, this development has been 
rather uneven. The Bombay-Thana- 
Khopoli-Poona industrial complex has 
been industrially saturated to the exclusion 
•of other areas of the state. 

The State Industrial and Investment 
Corporation of Maharashtra Limited, 
<SlCOM) was brought into existence about 
34 years ago. It has been assigned a most 
vital role in the task of accelerating indus¬ 
trial growth in the underdeveloped areas; 
and it fulfils an acute need by providing 
hnancial and industrial development assis¬ 
tance to industrialists and entrepreneurs 
in the small, medium and large scale 
industrial sectors of the state. 

Phenomenal Growth 

During its short span, SlCOM has 
experienced phenomenal growth. When 
SlCOM was incorporated with a capital 
of Rs 2.5 million, no one could have fore¬ 
seen that it would grow into a giant within 
a short time and that it would act as a 
catalyst to investment of the order of 
Rs 46.4 crores during this period. As a 
financing institution, it has grown rapidly 
in the last three years. The statement of 
sanctions for developing areas in the last 
three years, given below, speaks for itself : 


Year 

Amount 

1966-67 

Rs 18 lakhs 

1967-68 

Rs 183 lakhs 

1968-69 

Rs 463 lakhs 


SICOM’s growth rate in the past year 
has thus been 150 per cent over the substan¬ 
tial sanction of Rs 183 lakhs in 1967-68. 
With last year’s sanctions, it is probably 
the largest state financing institution in the 
country today. 

A development bank such as SlCOM 
should, however, be ultimately judged by 
the extent of investment that it catalyses 
in its territory. By this principal criterion, 
it will be expected that the financial assis¬ 
tance that the Corporation has sanctioned 
till March 31, 1969, will contribute to a 


total capital investment of Rs 29.70 crores 
in the developing arear in as many as 
90 units besides rehabilitation of six units 
involving a total investment of Rs 5.41 
crores. 

The Corporation has equally been vigi- 
lart about the pace of disbursments and 
there has been a 60 per cent increase in 
them; yet the pace of disbursements is 
necessarily limited by the progress of the 
project and preliminary arrangements 
essential before implementation. It is 
estimated that, as a consequence of these 
disbursements, the project investment 
already catalysed in the developing areas 
of Maharashtra will be Rs 11.37 crores, 
in addition to the investment of Rs 4.43 
crores so rehabilitated in the same areas. 
The result of this enormous increase in 
activity is that, since its incorporation, 
SlCOM has grown into the principal 
development institution in the developing 
areas in the state. 

The units assisted by the Corporation 
are .spread over such indaslrially deve¬ 
loping areas as Amravati, Aurangabad, 
Barsi, Basscin, Jalgaon, Kamshet, Karjat, 
Karad, Khamgaon, Kolhapur, Madhav- 
nagar, Mahad, Miraj, Nagpur, Panvcl, 
Phaltan, Pulguon, Rdtnagiri, Roha, Sangli, 
Sholapur, Uran and Wardha. 

Manufftcturlnf Programma 

Of the assisted units, the new units, as 
distinct from the existing units, to whom 
assistance has been ''anctioned by thi' Cor¬ 
poration propose to manufacture diesel 
engines, tools, castings and forgings, paper 
machine wires, trawlers, lime juice and 
oil, dehydrated onions, vegetable oils, 
bread and biscuits, ice, soft drinks, auto¬ 
mobile rubber part.s, dyes and chemicals, 
potable liquors, cement pipes, automobile 
spares, iron flats and bars, paper and 
pulp, textiles, particle board and hard 
board. Progress in sotting up these units is 
generally satisfactory. 

The Corporation’s Plant Location Service 
continues to be a major instrument of in¬ 
dustrial promotion within the slate. So far, 
this service has assisted 65 units in locat¬ 


ing their projects in the developing areas, 
involving an investment of Rs 2,350 lakhs. 
It is as a consequence of this service that 
Nasik’s potential as an industrial growth 
centre has grown rapidly over the last 
three years. Because of this, a number of 
large and medium scale units have been 
attracted to Nasik, the two most significant 
recent additions being the well-known firms 
of MICO Bosch and Kirloskars for the 
manufacture of fuel injection equipment 
and tractors, respectively. 

More recently, there has been what has 
now come to be known as the Nagpur 
industrial brciikthrough. As many as 15 
large, medium and small scale industries, 
involving a total investment of Rs 8 crores. 
made their commitment to locate their 
projects in Nagpur on July 19 and have 
made satisfactory progress thereafter. 

Help to Small Units 

SlCOM, while giving every encourage¬ 
ment to the establishment of large-scale 
units in the developing areas, abo assists 
medium and small scale units energetically 
through its Capital Participation Scheme. 

The Capital Participation Scheme has 
continued to be popular, because it provi¬ 
des substantially increased financial assis¬ 
tance, far greater than what was forthcom¬ 
ing in the past. Although it is ju?t two 
years since the introduction of the scheme, 
loans have already been sanctioned to 107 
units to the extent of Rs 1.48 crores. 
This, in turn, will catalyse a total invest¬ 
ment of approximately Rs 6 crores in 
rmall and medium scale sectors. 

Our efforts at promoting industries in 
the developing aieas of the state have 
received great impetus, consequent to the 
announcement of the revised Package 
Scheme of Incentives by the state govern¬ 
ment in March 1969. SlCOM acts as the 
agent for operating this revised scheme. 
Substantial benefits flow from the scheme 
to units in the developing areas. One 
noteworthy feature of the scheme is that 
the existing industries, both in the develop¬ 
ing areas and in the developed areas, 
are now permitted to obtain interest-free 
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loans against their substantial sales tax 
liabilities for investment in industries in 
the developing areas. This is an 18 years' 
interest-free sales tax loan and is subor¬ 
dinated to equity. 

The corporation has undertaken a 
concerted drive to interest a large number 
of entrepreneurs in the state and also 
from all over the country. Coupled with 
the financial assistance these incentives, it 
is hoped, will attract a large number of 
units to the developing areas. 

A major development during the year 
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has been the success of the corporation 
in getting Messrs Oriental Coat Company, 
Calcutta, and Sybetra of Belgimn to under¬ 
take a joint venture with SICOM in the 
establishment of a coal-based fertilizer 
project in the Nagpur area. A letter of 
intent has been received by Messrs Oriental 
Coal Company. A company has been 
registered for the purpose and various 
investigations on this project are actively 
under way. When established, this will 
represent a major breakthrough, as it will 
be the largest investment made in the deve¬ 
loping areas of Maharashtra so far, and 


Dmmberta, 

will be the first coal-based project in India 
after a very long time. It will involve an 
investment of about Rs 60 crores with' 
a production capacity of 5,00,000 tonnes of 
urea per annum. 

To keep pace with the anticipated 
demand for funds from industries, the 
corporation proposes to augment its 
resources by a Rs 3.3 crores bond issue 
this year. With these resources, (he cor¬ 
poration is confident that it will make a 
greater contribution to the development 
of the areas entrusted to it. 


The Packag^e Scheme of Incentives* 


MAHARASHTRA and West Bengal arc 
the two most industrialised states in India. 
However, the pattern of location of the 
industries in the two states Is based on 
different factors. As West Bengal is rich 
in the belt where there is an abundance 
of natural resources, i.c., in the belt 
comprising of Durgapur-Asansol-Chitran- 
jan area. 

Maharasthra, on the other hand, cannot 
bi'yast on an abundance of mineral icsources 
and, therefore, the industries in Maharash¬ 
tra are located mostly in the areas where 
there is availability of trained labour, 
transport facilities and availability of 
markets for the finished products. As a 
result of these factors, industries in Maha¬ 
rashtra have shown a remarkable tendency 
of concentrating in some favourable urban 
areas such as Bombay-Poona, leaving the 
rest of the state as undeveloped as any 
part of any other stale in India. 

Apart from this lop-sided development 
of industries in Maharashtra, which has 
got to be corrected by dispersal of industries 
to the underdeveloped areas of the state, 
another important factor has also to be 
reckoned with. Maharashtra is, unfor¬ 
tunately, not self-sufficient even in agri¬ 
culture and, therefore the agricultural 
economy of the slate has to be sustained 
with the support of suitable industrial 
development in the underdeveloped areas. 
The slate government has consequently 
been making strenuous efforts to develop 
the industries in the underdeveloped areas 
of the state by promoting several growth 
centres in those areas. 

Apart from promotion of growth centres 


and providing of infrastructural facilities 
the industries in the underdeveloped areas 
suffer from several other handicaps, at least 
in the initial stages. To remove some of 
these difficulties, it is necessary to offer 
certain incentives, specially financial in¬ 
centives to the new entrepreneurs willing 
to set up industries in the underdeveloped 
areas. The Package Scheme of fneentives 
for dispersal of industries oficred by the 
slate government eloquently meets the 
above objectives 

The New Scheme 

The Package Scheme of Incentives for 
dispersal of industries was first introduced 
by the state government on September 25, 
1964. rhe scheme in brief was as under:— 

(a) Eligibility: 

To be eligible under the above scheme, 
an industry : (/) was required to bo set up 
outside the developed area consisting of 
Bombay-Thana and Poona-Pimpri-Chinch- 
wad regions; (//) the industry should 
be one of the 42 listed industries (this 
list was subsequently increased to 55 indus¬ 
tries on 20-7-1967); (Hi) the industry to 
be set up should be either a new unit or a 
unit which took up expansion or diversi¬ 
fication of its activities or shifted from the 
Bombay-Thana area to an area outside the 
developed area. 

(b) Nature of Incentives: 

The incentives provided in this scheme 
were as follows: 

1. Slate government support for ob¬ 
taining industrial licence. 

2. Relief from incidence of certain taxes, 
duties and rates like electricity tariff, 


sales tax, octroi duty, water royal¬ 
ties, non-agricultural assessment. 

3. Guarantee to loans. 

4. Contribution towards cost of feasi¬ 
bility study. 

5. Contribution towards cost of indfis- 
trial housing. 

6. Advance supply of building materials 
on loan from a revolving stock. 

7. Preferential treatment in govern¬ 
ment purchase programme. 

8. Assistance in technical training of 
personnel. 

(c) Duration of Incentive 

All the above incentives were made 
available for a period of 13 years fropt the 
date of issue of industrial licence or regis¬ 
tration as a small-scale industrial unit, 
except that the electricity tariff concession 
was available for a period of only five years 
from the date of production and the train¬ 
ing facilities were available for a period of 
first three years. 

(d) The Ittduetries Commissioner was ap¬ 
pointed as the Implementing Authority of 
this Scheme. 

After the scheme was in operation for a 
period of about 41 years and after taking 
into consideration the experience gained 
in the operation of the scheme, the state 
government announced a modified scheme 
on April 2, 1969. ^ 

There are two parts of thif scheme. 
The first part is similar to the old scheme. 
However, the essential difference between 
the two arc: 

(0 Whereas the old scheme was appli- 
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cable to only 55 industries, the new scheme 
was made applicable to all industries. 

(iV) Whereas, under the old scheme, 
the incentives* were available for a period 
of 13 3rears, from the date of industrial 
licence or registration as a small-scale 
industrial unit, the incentives under the 
new scheme are available for a period of 
six years from the date of production. 
The incentive regarding the electricity 
tariff concessions continues to be available 
for five years from the date of production, 
as under the old scheme. 

(iiV) Whereas no time limit was pres¬ 
cribed for making application for eligibility 
under the old scheme, a definite time 
limit has been prescribed, /.e., December 
1, 1^70, by which date the industrial units 
should apply for an eligibility certificate 
for availing the incentives under the new 
scheme. 

(iv) Whereas the incentives under the 
old scheme were available in the whole 
district of Nasik and Kolaba and in the 
underdeveloped an:as of Thami and Poona 
districts, under the new scheme the indu.s- 
trial units ItKated only in the industrial 
estates of these four districts (excluding, of 
course, the industrial estates in the develo¬ 
ped areas of Thana and Poona districts) 
arc eligible for the incentives. Incentives 
under both the schemes have been made 
available for all industrial units located in 
the remaining districts of the state. 

iv) The most important difference, 
however, in the two schemes is in the nature 
of refund of sales tax. While, under the 
old scheme, the sales tax was refunded to 
the eligible industrial unit, under the new 
scheme, the refund takes the shape of an 
interest-free loan available for a period 
of six years from the date of production, 
the interest-free loan being repayable 
in three annual instalments after \H years. 
This interest-free loan is unsecured and 
subordinate to the equity capital. 

Major Dlffaronco 

As already stated, the major difference 
between the two schemes is in the character 
of sales tax refund. No doubt, the period 
of various incentives is reduced from a 
period of 13 years from the date of licence/ 
registration to six years from the date of 
production, but the effect on incentives, 
other than'the one in respect of sales tax^ 


SICOM SUPlPLBMfiNT 

as a result of this reduction in period is 
only marginal. 

So far as the incentive in respect of sales 
tax is concerned, the effective period for 
which the incentive was available under the 
old scheme was 10 years, because, generally, 
the entrepreneur takes about three years 
from the date of licence/registration to the 
date of commencement of production. 
At first sight, therefore, the incentive 
in respect of sales tax under the new scheme 
will appear to be disadvantageous from 
two points: (^?) that, instead of refund 
under the old scheme, it is an interest- 
free loan under the new scheme, which 
means that the amount Is to be repaid to 
the governni-nt after 18 years, and, (h) 
that, whereas under the old scheme, the 
refund was admissible for about 10 years 
of production, under the new scheme, 
it is available for only six years of pro¬ 
duction. 

More Beneficial Scheme 

Paradoxically, however, a detailed ana¬ 
lysis shows that incentives under the new 
schente are actually more beneficial to the 
entrepreneur than those under the old 
scheme. 

Under the old scheme, when straight 
refund was given, the amount of refund 
added to the profits (or, for that matter, 
reduced the net losses) of the industrial 
unit, thereby making the industrial unit 
liable for payments of corporation tax to 
the extent of 55 per cent. What the unit 
was, therefore, left with was actually an 
amount of only 45 per cent. 

Assuming that the industrial unit is 
eligible for a maximum amount of refund/ 
interest-free loan, e.g., to the extent of 
Rs 8 for fixed assets of Rs 100, it will be 
seen that after deducting tax at 55 percent 
the net amount left with the industrial 
unit is only Rs 3.6. 

Assuming that in the first year of pro¬ 
duction, the refund admissible is only 
25 per cent and in the second year of 
production only 50 per cent of the normal, 
the amount left with the entrepreneur after 
deducting tax would be Rs 0.9 and Rs 1.8 
in the fir?t two years. Thus, in the 10 years 
of production, the industrial unit will 
receive a total net refund of Rs 31.5, cor¬ 
responding to the assets of Rs 100. On 
the basis of the present value at 12 per cent 
the amount received by the industrial unit 
is actually Rs 16.48. 

If the rame assumptions are taken for 
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th^ interest-free loan under thoiiew schehie, 
the amount of interest-free loan in the 
first year will be Rs 2, in the second year 
Rs 4 and, in the remaining four years, 
R$ 8 /.e., the actual amount of interest- 
free loan receivable by the unit will be 
Rs 38. The present value of this amount 
at 12 per cent works out to Rs 24.3. This 
amount of Rs 38 received by the company 
is refundable after 18 years, assuming that 
full amount is refundable after 18 years, 
/.<*., not in three annual instalments, the 
amount refundable will be Rs 2 in the 
J9th year, Rs 4 in the 20th year and Rs 8 
in each of the subsequent four years. 
Taking the present value at 12 per cent of 
the repayments made after 18 years, it is 
seen that the present value of amount of 
Rs 38 refundable after 18 years is Rs3.2. 
Thus, it will be seen that new income to 
the industrial unit would be Rs 24.3— 
Rs 3.2, />., Rs 21.2. It will, therefore 
be clear that, whereas under the old 
scheme, the net benefit to the industrial 
unit was Rs 16.48 corresponding to fixed 
assets of Rs 100, that under the new scheme 
is Rs 21.1. 

The advantage of the incentive in respect 
of sales tax under the new scheme can also 
be judged from the additional accrual to 
the net worth of the industrial unit. On 
the assumption made in the above paia- 
graph and on the basis of 12 per cent 
yield, the amount of refund of Rs 31.5 
received by the industrial unit, the total 
additional accrual in the net-worth of the 
company works out to Rs 314 after 
25 years. The addtional accrual in net 
worth on similar assumption in respect of 
Rs 38 received as interest-free loan under 
the new scheme will amount to Rs 415 
after repayment of Rs 38 after 18 years. 
It will be seen from this that the incentive 
in respect of sales tax under the new 
scheme has a definite edge over the refund 
of sales tax under the old .scheme. 

Attractive Scheme 

There is no doubt thus that the incentive 
in respect of sales tax imdcrthe new scheme 
is much more attractive to the entrepreneur 
than the refund admissible under the old 
scheme. 

As already stated, the new scheme 
consists of two parts. The incentives 
regarding sales tax under the second part 
of the scheme are available to the existing 
industries. To be eligible under this part 
of the scheme, an existing industry should 
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have »alcs lax liability of over Rs 3 lakhs 

if it is located in a developed area or over 
one lakh rupees if it is located in a develop¬ 
ing area of the state. If such an existing 
unit has u developing area, the existing 
unit is eligible to ootain a refund of sales 
tax in the shape of an interest-free loan of 
the sales lax paid and payable during the 
three years, 1968-69, 1969-70 and 1970-71 
as available “owned funds”. 

This loan will also be interest-free, un- 
unsecured and subordinate to the equity 
of the company. The amount of loan 
which will be admissible to the company 
will, however, bo subject to a maximum 
of 25 per cent of the fixed assets to be 
created in the developing areas in the next 
ihice years. An industrial unit, which 
has obtained a sales tax loan under this 
part of the scheme will, however, not be 
eligible to obtain an intcresi-fiec loan for 
six years of production, under Part I 
of the new scheme. An existing unit 
which wants to avail of loan under 
this part of the new scheme will have to 
apply for an eligibility ccitificatc and com¬ 
plete all financial and other arrangements 
before December I, 1970. 

Tremendous Advantages 

The advantages of this scheme are tre¬ 
mendous. If an existing company has 
sufficient sales tax liability to avail of the 
maximum amount of loan amounting to 
25 )icr cent of the fixed assets, to be cieated 
in a developing area, the existing unit will 
require to make arrangements for finance 
to the extent of 75 per cent of fixed assets. 
This will also mean that “owned funds”, 
as apart from borrowings, would be avail¬ 
able for the new unit immediately to plough 
into a developing area, because, with the 
reduction in the tax liability of 10 per cent 
to 17 per cent which it will get as a result 
of development rebate, and the intere.st- 
frcc loan of 25 per cent of the fixed assets, 
the new' unit will be a in a position to raise 
remaining 58 per cent to 65 per cent from 
ihe financial institution. 

It has been calculated that, under this 
scheme, the tax-free return to shareholders 
comes to Rs 18 for fixed assets of Rs 100 
which normally w'orKs out to Rs 10,8. 
The taxable return to shareholders would 
be Rs 20 and Rs 18.4 respectively and the 
gross return to shareholders is Rs 38 and 
Rs 29.2 respectively. The advantage to 
the shareholders because of this scheme is 
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apparent and does not require any further 
elucidation. 

It is also apparent from this part of the 
new scheme that the company has really 
not to raise a larger amount for fixed 
a.ssets than is normally possible. SICOM 
has introduced a scheme called “The 
Capital Participation Scheme” (CPS) over 
two years ago, with certain banks and 
Maharasthra State Financial Corporation 
participating in it. Under this scheme, 
industrial units in developing areas with 
fixed assets not exceeding Rs 50 lakhs can 
get a loan to the extent of 75 per cent of 
the fixed assets. If an existing unit has 
sales tax liability which entitles it to obtain 
interest-free loan to the extent of 25 per cent 
of the fixed assets, the combined effect 
of CPS and the new scheme would be that 
25 per cent will be available under the new 
incentive scheme, while 75 per cent will 
he available under CPS. Thus, the fixed 
assets are fully met by the two schemes and 
what the existing industrial unit has to 
find for the new venture in a developing 
area is just the margin money for w'orking 
capital and some finance for preliminary 
expenses. 7 hus an existing industrial unit 


December 12^ 1M9 

can start a new industry or expand or 
diversity its existing unit in a developing 
area with no capital for fixed assets provid¬ 
ed, of course, it satisfies the conditions of 
both the schemes. 

Concluiion 

The above discussion will clearly show 
that the first part of the new scheme has 
definite advantages over the old scheme in 
respect of the sales tax incentive. This 
second part of the scheme is very novel, 
the like of which does not exist in any 
other state in India. This pare of the 
scheme makes available to the existing 
units 25 per cent of the cost of fixed assets 
before it embarks on the new project. 
This is a sufficient incentive to the existing 
industry in Maharashtra, both in deve¬ 
loped and developing areas, to come for¬ 
ward and take the fullest advantage of the 
scheme and contribute its mite in indus¬ 
trialising the developing areas of the stale. 
An enterprising entrepreneur having an 
existing industry in developed or develop-^ 
ing area of the state can perhaps ask for 
no more, when under the joint effect of 
the new scheme and CPS, the full cost of 
fixed assets is assured to hirp: 
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PERFORMANCE 

1. The firsl government company In India (to the best of our knowledge) to raise resources 
by the issue of bonds. 

2. Ihe only Maharashtra state government body to raise resources within nine months of 
j its operations. 

3. The only development corporation in the country to make profits wiping out all past 
losses in the second year of operations. 

SCHEMES 

1. The first scheme for the services of a consultant group for the use of PERT in project 
implementation by projects sanctioned financial assistance by SICOM. 

2. The Capital Participation Scheme for medium-scale and small-scale industries In under¬ 
developed areas, a s^eme which gives quasi-preference capital to such industries in partici¬ 
pation with commercial banks and other development banks. 

.3. The Credit Guarantee Scheme for medium-scale industries which is intended to encourage 
commercial banks and development banks to lend at less than conventional margins 
by guaranteeing 67 per cent of the losses in such lending for the creation of fixed assets. 

4. Marketing Assistance Scheme for under-developed areas. 

5. The first to offer custom-built sheds on rental. 

6. The first short-term loans to ensure full utilisation of funds. 

TECHNIQUES 

1. The first industrial investment corporation to use an advertising agency. 

2. The first public sector company to employ business administration graduates. 

3. The first active industrial promotion service In India for attracting investment In 
suitable locations using the entire range of selling technique such as the use of 
advertising agency, direct selling through sales representatives, films, the commissioning of 
feasibility studies of suitable projects, interesting private enterprise In these projects, etc. 

4. The first to implement an incentive bonus scheme for the sales representatives. 

MISCELLANEOUS 

The first to organise a ConmHinity Cost Study in the world. 
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We’ll give you 
the finance 
if you have 
worthwhile plans 

If you have t 
know-how ai 
successfully, 
start your o< 

STATE G 


A SIGNIFICANT STEP 
TOWARDS INDUSTRIALISATION 
OF MAHARASHTRA 

The Maharashtra Small Scale Industries Development Corporation Ltd., is an autono¬ 
mous organisation set up by the Maharashtra Government for securing ail-sided 
development of small scale industrial units in the State. 

The present activities of the Corporation: 

* Procurement of vital raw materials and their distribution among small scale 
industrial units in the State. 

Supply of machinery to smale scale industries on easy instalment basis. 

* Assistance to small scale units in developing foreign markets for their products. 

* Service to small scale units in marketing their products to (.overnnient Depart¬ 
ments and Semi-Government Organisations. 

Helping small scale entrepreneurs in getting loans from commercial banks. 

* Helping small scale entrepreneurs get contracts for ancillary work from big 
industries. 

MAHARASHTRA SMALL SCAU INDUSTRIES DEVELOPMENT CORPORATION, LIMITED. 

Bombay Life Building, 5th Floor. 

45, Veer Nariman Road, 

BOMBAY-1. 



I sound project, the required 
id the ability to operate 
come to us. We'll help you 
¥n smell scale industry. 

lANK FOR SERVICE 

s.iaiA 
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The Seed Com: There is one qui* Profit is the seed corn of industry. As 

ck way of bringing a farm to an end, the corn grows and the seed increases, 

and that is to rob the farmer of his so profits flow out of industry. They 

seed corn. Out of each harvest, a are not a weed, to be scythed hy the 

farmer must put by a percentage of his scythe of taxation or to be eradicated 

corn to plant again in the next season. by the hoe of nationalization. They are 

And if he has to expand and to plant the measure of an Industr/s efficiency, 

new fields, then he must retain more They are the new power generated by 

and more of his crop to have more and .that industry for the creation of fur- 

more seed corn. ther industries, 

TATA ENTERPRISES 




Bank of Baroda 
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Industrial Development of Vfdarbha 

DR. S.^B.ISAKHALKAR 

(Secretary, Maharashtra Economic Development Council 


IT is a well- known fact that Maharashtra 
is the most developed state in our country. 
But this very fact conceals the real nature of 
development of this state. It is only recent¬ 
ly that the question at regional imbalance 
has started engaging the attention of the 
governments and the Planning Commis¬ 
sion. (Concentration of industrialisation in 
a few urban centres of the state leaves 


the Jot of vast rural population unchanged. 
It also fails to help the change in altitudes 
and mores of the majority on which de¬ 
pends the prosperity of the countryside. 
The concentration also creates unhealthy 
tendencies, disparities and quite a few seri¬ 
ous problems. 

It would therefore Ik instructive to study 
the real nature of the economics of ditTe- 
Tahi.i I 


rent regions in Maharashtra. An attempt has 
been made in Table I to present the picture 
by selecting us many indicators as possible. 
The data clearly shows uniformity in the 
matter of underdevelopment in all the divi¬ 
sions of Maharashtra excluding Greater 
Bombay. 

The committee on the dis|-»er.sal ofindus- 


MAHARASHTRA AT A GLANCE 


SI. 


Unit of 

Greatei 

Bombay 

Poona 

Aurangabad 

Nagpur 

Maha- 

No. 

Item 

measurement 

Bombay 

division 

excluding 

division 

division 

division 

rashlia 


Greater 

Bombay 


I. Area 

sq. Kms. 

438 

68641 

74705 

64798 

97763 

.106345 

2. Population 

thousand Nos. 

4152 

9510 

10360 

6297 

92,34 

39554 

3. Rural population 

,, 


7668 

8055 

5503 

7165 

28,39) 

4. Urban population 

,, 

4152 

1762 

2306 

794 

2069 

11163 

5. Density 

Persons per 
sq. K. metre 

9480 

1.39 

139 

97 

94 

129 

6. Literacy 

Per cent 

58.6 

28 3 

29 3 

16.3 

27.9 

29.8 

7. No. of primary schools 

Nos. 

1577 

11841 

10958 

8U<)I 

11477 

43827 

8. No. of secondary schools 

Nos. 

634 

919 

1266 

705 

11.32 

4650 

9. Area irrigated 

Ihousand 

hectares 


227 

651 

228 

282 

1388 

10. Outturn of rice 

Thousand tonnes 

3 

481 

213 

26 

342 

J065 

11. Outturn of wheat 



72 

46 

100 

148 

367 

12. Outturn of jowar 

,, 

- 

216 

1JI6 

996 

770 

3097 

13. (Outturn of all cereals 

» 

3 

1059 

1659 

1202 

1274 

5197 

14. Outturn of all pulses 



122 

147 

238 

235 

742 

15. (Outturn of sugarcane 



75 

877 

145 

17 

1114 

16. Outturn of cotton 



33 

13 

45 

103 

194 

17. Outturn of groundnut 

,, 

— 

91 

262 

92 

25 

470 

18. Total livestock 

Thousand Nos. 

126 

5502 

7339 

5509 

6973 

25449 

19, Total poultry 

,, 

230 

3252 

4079 

713 

1627 

9902 

20. No. of municipalities/ 
corporations 

Nos. 

1 

54 

50 

52 

66 

223 

21. Towns and villages electrified 

Nos. 

--- 

1679 

1665 

1.371 

2662 

7377 

22. No. of co-op societies, agriciil-, 
tural 

Nos. 

15 

4702 

5194 

5092 

5858 

20861 

23. No. of non-agriciiltural coops 

Nos. 

758 

341 

690 

131 

335 

2255 

24. Railway mileage 

Kms. 

94 

1142 

1283 

866 

1777 

5162 

25. Total road length 

Kms. 

29 

17781 

19,566 

5306 

9106 

51788 

26. No. of M.S.R.T.C. routes 

Nos. 


1.546 

1444 

456 

563 

4009 

27. Routes distance 

Kms. 


85631 

90018 

35094 

28331 

J39074 

28. Operating fleet 

Nos. 


1353 

1260 

511 

640 

3764 

29. No. of motor vehicles 

Nos. 

1 

10684 

43428 

4872 

24100 

183084 

30. Joint stock companies 

,, 

5339 

115 

362 

24 

242 

6082 

31. Working factories 


4472 

1.523 

2027 

218 

946 

9186 

32. Average daily workers 

,, 

556357 

119083 

1.38887 

14603 

64892 

893822 

33. Employment in public sector 

Thousands 

4.34 

214 

312 

107 

239 

1306 

34. Post offices 

Nos. 

199 

2145 

2333 

1454 

2032 

8163 

35. Telegraph olfices 

. , 

108 

225 

220 

63 

149 

765 

36. Telephones 

- 

58361 

6261 

13518 

1909 

12749 

92798 

Stale income at current prices 

Per capita income 


Rs. 22.30.8 crorcs 

Rs. 524 




Source : (i) Statistical Abstract of Maharashtra State (May 1%8). (ii) Handbook of basic Statistics of Maharashtra State (1968). 

Details do not add up to the totals due to rounding. 
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tries appointed by the Small-Scale Indus¬ 
tries Board of the Government of India 
has suggested some criteria for determining 
whether a particular district is developed 
or underdeveloped. According to the com¬ 
mittee the poveiiV of the people as indicat¬ 
ed by per capita income and consumption 
is a fairly good index to determine the 
nature of development. High density of 
population which Is often the result of 
industrialisation and urbanisation, is 
another criterion. 

Operating Factors 

fhe high ratio of populaiioii to 
cultivable land, the low per capita 
gross value of agricultural output, under 
exploitation of natural resources and per¬ 
centage of population engaged in secondary 
and tertiary sectors are the factors to be 
cons dered as operating behind the density 
of population, in addition, of course, to the 
ratio of urban to rural population and the 
percentage of factory employment. The 
pt>vcrty of communication which is the 
next indicator is judged by the lengths of 
railways and roads. The volume of un¬ 
employment and underemployment and the 
consumption of electric power are the 
other indicators. 

ff these criteria arc applied to Vidarbha, 
nay, to all Maharashtra, what is the pic¬ 
ture that emerges? Five districts in Maha¬ 
rashtra arc backward on (he basis of all the 
criteria, thirteen districts on (he basis of 
four criteria, three districts on the basis of 
three, one district on the basis of two and 
one district on the basis of one criterion 


and only the districts of Greater Bombay, 
Poona and Nagpur can be treated as deve¬ 
loped according to all the criteria. 

The picture i.s thus not at all 
happy on the backdrop of the highly 
industrialised nature of the Maha¬ 
rashtra stale as a whole. Table 11 
indicates the nature of underdevelop¬ 
ment in difl'erent districts in Vidarbha. 
The subscript ‘U’ appearing against a figure 
indicates that the district is i luidcr- 
developed on the basis of the criterion 
stated at the lop of the column. The classi¬ 
fication ‘IJ' IS made whenever the position 
of the district is below the relevant state 
average given in the first row of the table. 
It may be noted that the first column show¬ 
ing the number of agricultural workers per 
hundred acres of cultivated land is an 
appropriate indicator to the extent it sliows 
the relative paucity of non-agricultural 
employment opportunities. The other 
columns supplement the informalion. The 
district of Chanda in Vidarbha is thus back¬ 
ward according to all the criteria. Next 
come Buldana, Ycotmal, Bhandara, Akola, 
Amravati, Wardha and Nagpur on the 
ladder of development. 

Uniformly Backward 

We have already observed that all the 
divisions arc fairly on the same level as far 
as the economic indicators in Table 1 are 
concerned. This underscores the fact that 
the policy and programmes of the govern¬ 
ment treat all of them equally. The govern¬ 
ment has also taken active steps to reduce 


the concentration in Greater Bombay 
by giving incentives for dispersal and 
promoting industrialisation of rural 
areas. 

In area, Vidarbha constitutes 32 per cent 
of Maharashtra; 23.3 per cent population 
of the state lives in Vidarbha. The output 
of main agricultural crops is fairly high 
there and as much as 53 per cent of cotton 
output of the slate is the contribution of 
Vidarbha. 

Educational Davelopmant 

As regards education the percen¬ 
tage of literacy is 21 as against Maha¬ 
rashtra’s 29.8; 27 per cent primary and 25 
per cent secondary institutes arc located in 
Vidarbha. As far as irrigation is concerned 
Vidarbha ranks higher than Marathwada 
and lk>mbay divisions. It tops in electri¬ 
fication in as much as 36 per cent of the 
towns and villages electrified in the state 
arc in Vidarbha. So is the case of raily^ay 
mileages, 34 per cent of the state mileage 
being in Vidai bha. On the road front how¬ 
ever the total road length of Vidarbha is 
barely 18 per cent of the state road length. 
So far as post otiices, telegraph otfices and 
telephones arc concerned its share compares 
quite well with its population and area. 
As regards urbanisation 30 per cent of the 
total number of municipalities in Mahara¬ 
shtra are situated in Vidarbha. If Greater 
Bombay is c.xcluded (and rightly so as it 
gives an incorrect picture in comparison) 
30 per cent of the factories, and 33 per cent 
of the joint stock companies are in Vidar- 


Tabif it 


SELECTED INDICATORS OE DEVELOPMENT OF THE DISTRICTS IN VIDARBHA REGION 


Criterion 

District 

No. of agricultural 
workers 
(cultivators Sc 
agril. labourers) 
per 100 acres of 
cultivated land 

Percentage 
of III ban 
population 
with respect to 
total population 

Percentage 
of male 

workers engaged 
in secondary 
and teritary 
sectors 

Percentage 
of literate and 
educated persons 
in the population 

Pro port 
of workc 
hou.se ho 
industry i 
maniifacti 
in the total 
ing popiili 

10 

ion 
rs in 

Id 
tnd 
iring 
work- 
ill ion 

Total 

US 

1 

2 

3 

4 

5 

6 

7 

8 

9 

11 

12 

Maharashtra 

25 

_ 

28 


38.2 

—. 

29.82 


11.28 

—. 

.—. 

Buldana 

25 

— 

17 

U 

21.8 

V 

26.99 

U 

•4.60 

U 

4 

Akola 

23 

— 

21 

u 

25.8 

D 

31.20 


4.85 

V 

3 

Amravati 

25 

-- 

26 

u 

27.1 

LI 

33.68 


5.94 

u 

3 

Yeotmal 

24 

— 

13 

u 

19.7 

U 

23.48 

U 

7.51 

u 

4 

Wardha 

22 

— 

24 

u 

30.2 

U 

30.45 

— 

7.51 

u 

3 

Nagpur 

25 

— 

52 

— 

53.6 

— 

35.15 

— 

19.30 

— 

0 

Bhandaiu 

50 

U 

11 

u 

30.7 

u 

24.07 

U 

19.63 

u 

4 

Chanda 

32 

u 

7 

u 

19.8 

u 

17.27 

u 

5.54 

u . 

. 5 
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^ The Greaves Group represent diversity 
in operations and fields of activity. 

Yet each unit of the Group compliments 
the other-touching practically every 
facet of India's productive effort. 

From the simplicity of mechanised 
farming, which Greaves pioneered over 
75 years ago, introducing the first 
power driven steam pump, to the 
sophistication of the modern Indian 
aircraft industry, Greaves have been 
helping to meet the needs for supplies 
for service, research and 
development. 
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fflflHinDRA ft milHIIIORIi LiniTIf. 


liriMHV lUILBIflfl. iPlilB 

loiiiBiiv I imii 


CffiCt Of THt CHAIRMAN' 


7ih Mfp t 9 < 9 * 


the State Industrial lb Zaveataent 
CerpOratlon of Maharashtra Ltd *9 
6 th Floor* Mistry Bhavaa* 

Dlnaha Vaehha Read, 

BOMBAY 20. 


Dear 3ir?, 

In iwcatlng cur Afirleultural Inpleaente Frojodt 
for our trac o** Conpany at Nagpur, our deeleion haa 
been Influenced by the raany benofite which flow fros 
the Hew Padcas.o Scheme of Incentives offered by the 
Governraenl of Kn^Lirashtra and which scheae Is 
administered by SICCM, Our atuiies revealed that 
Nagpur is ccntrclly located, It has excellent 
oomnunlcatlcns, offers good urban facilities and a 
well developed Infra-atructure in the M.I.D.C. ares* 
The refund of sales tax for a period of six years In 
the shape of an interest free lean for 18 years la tho 
type of an indotive which industry seeks. Vo 
wdeome tho effort made by SICOH In persuading industry 
to locate its plants outside the existing oongeattd 
•ress. 


Youra tiaetroly, 
MARINDRA ft NARIVDSA IXMXTID 




Koahob iuklttftrt* 
ORAXRKAir. 
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bha. The region has 25 percent of the bank¬ 
ing ofRccs, 25 per cent of the public sector 
employment, 25 per cent of the average 
daily number of workers in the factories 
and 28 per cent of the co-operative institu¬ 
tions in the state. This is Vidarbha vis-a-vis 
Maharashtra and other regions in Maha¬ 
rashtra. 

Considered by itself Vidarbha abounds 
in rich and fertile soil, good agricultural 
crops, minerals, and other resources, and 
there is a great potential for industrial 
development of the region. The manpower 
whether skilled or otherwise is also abun¬ 
dantly available. Water, irrigation and elec¬ 
tricity are also increasing at a fairly satis* 
factory rate. The farming community is 
relatively more prosperous in Vidarbha 
particularly because of the cash crops such 
as cotton, groundnut etc. A recent study 
made by the Maharashtra Economic Deve¬ 
lopment Council shows that there is a rich 
potential for development of agro-industries 
in Vidarbha particularly industries rela¬ 
ting to agricultural equipment, oil milling, 
surgical cotton, leather, aerated drinks, 
bakeries, cotton textiles, fruit processing, 
wood seasoning, organic manures, fertili¬ 
sers, pesticides, phenyle, cattle feeds, 
dehydration, fruit .processing, bonemeal 
and other products, food preservation, li- 
quora,gas plants, paddy threshers, hullers, 
bidi making, hardboard etc. etc. Looking to 
Vidarbha as a whole it may be stated that 
a network of small industries can be fairly 
quickly developed there on the lines of 
Punjab and Haryana, particularly because 
the scope for rural savings and investment 
is promising in the fertile regions of Vidar¬ 
bha. If the tempo of industrial development 
is to be stepped up, Vidarbha bids fair to 
accept the challenge. 

Inhibiting Factors 

What is it then that is inhibiting its 
development? The Maharashtra Industrial 
Development Corporation has established 
14 industrial estates in Vidarbha. In most of 
the estates there seems to be no activity at 
all. Where plots and sheds have been allot- 
ed, factories are too slow to come up and 
production has started in factories which 
could be counted on finger tips. The Capital 
Participation Scheme of SICOM and vari¬ 
ous other facilities offered by other financial 
institutions have not been able to bring 
alwLiC a breakthrough in Vidarbha. Per¬ 
haps the first big* attempt to accelerate 
industdaliigtlon was made when the fourth 
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Maharashtra Commercial and Industrial 
Conference was held at Nagpur last Decem¬ 
ber. The success of the conference can be 
judged firom the fact that as many as 27 
applications for assistance of Rs 42 lakhs 
were received. An announcement for 
the establishment of a nylon filament fac¬ 
tory with an initial investment of Rs 85 
lakhs and a total of R$ 2i crores was made 
at the conference itself. This indicates that 
the institutions must now move to persons 
rather than the other way about, if a break¬ 
through is to be achieved. The social and 
economic structure of the country in gene¬ 
ral and Vidarbha in particular needs a 
more dynamic policy by the government 
and the concerned institutions. The schemes 
and announcements unless followed by 
good field work in the rural area, are bound 
to remain‘on paper. 

Spirit of Sntorpriso 

What is thus needed is the generation of 
a spirit of enterprise in the entire region. 
Even if this is achieved the administrative 
procedures and delays, and their complica¬ 
tions are such that they dampen all enthu¬ 
siasm. The handicaps and difficulties of a 
small industrialist (particularly of a prospec¬ 
tive small mdustrialist) in starting and even 
in running an industrial unit can hardly be 
exaggerated. His financial position is gene¬ 
rally weak and he often lacks adequate 
technical, marketing legal and other know¬ 
ledge. He is by himself alone unable to 
derive the maximum benefits of the division 
of labour and specialisation. He finds it 
very difficult to carry out the various forma¬ 
lities involving time<onsuming and trouble¬ 
some negotiations with various agencies 
and authorities while starting the industrial 
unit He also experiences difficulties and 
troubles in acquiring suitable site for his 
industrial unit. These difficulties in the ini¬ 
tial stages seriously inhibit the promotion of 
various types of small industries in under¬ 
developed areas. 

For overcoming these difficulties 
of a small industrialist the government 
should establish at state level a high 
power “management unit” comprising 
a cost accountant, a mechanical and elec¬ 
trical engineer and an administrator with 
experience and background in economics 
and industry. The unit should have suffi¬ 
cient powers and authority and should have 
also competent, well-trained and well-paid 
staff and secretariat. While in the initial 
stages it should confine its attention to¬ 
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wards the development of the existing 
industrial units by solving Uieir difficulties 
in respect of procurement of finance, raw 
materials, know-how, markets etc., it 
should gradually try to help the promotion 
of new industrial units at appropriate 
locations. For this it shodld conduct con¬ 
tinuously product research to identify on 
sound basis profitable manufacturing lines 
in different districts not only with reference 
to availability of raw materials but the 
availability of markets and to prepare pro¬ 
ject reports for the prospective entrepre¬ 
neurs. It should provide on the basis of the 
studies, guidance and active help in respect 
of project evaluation, project execution and 
marketing of products. The unit should be 
dynamic and should work with missionary, 
zeal and enlightened salesmanship. It 
should contact from time to time willing in¬ 
vestors in underdeveloped areas, take 
them in full confidence and render them 
assistance in setting up suitable industrial 
units at appropriate locations till they start 
their production. 

It should be the earnest endeavour of the 
management unit to attract competent and 
educated individuals by careful identifica¬ 
tion and to concentrate on their develop¬ 
ment. The unit should indicate to them pro¬ 
fits and further opportunities in manu¬ 
facturing activities of different types. 
In brief the unit should •‘create’* 
entrepreneurs in underdeveloped areas 
and even fix targets for achievement 
even in terms of their number and 
quality. 

Casiar Task 

Consequent on the emphasis on district 
planning the task of the government and 
financial institutions would become easier 
if they make systematic efforts for data 
collection to help prepare projects and 
schemes. The participation of district level 
authorities in these activities would make 
them more realistic. 

The emphasis is thus on the spread of 
information and education regarding 
schemes and incentives of industrialisation 
and active help and participation in the pro¬ 
jects of entrepreneurs in seeing them 
through. There is no doubt that the achieve¬ 
ment of these twin objectives in particular, 
along with necessary spade work, will help 
acceleration of the tempo of development 
in the region along with that in the state. 
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foreifp) diQfmind for capita) in West Germany is not certain, because 
West Germany is the only western country to keep its capita) 
market completely open to foreign borrowers. But it is already 
becoming plain that the inherently desirable decline of West 
German capital exports to a scale compatible with domestic capi¬ 
tal formation has now started. 

Ill 

CONSCQUiNCIS FOR CRIDIT POLICY 

The DM revaluation not only created a new situation for 
domestic credit markets; the Bundesbank*s credit policy as well 
faces changed conditions. The massive exodus of foreign exchange 
since DM revaluation, as already mentioned, considerably reduced 
the bank’s free liquid reserves. At the end of October they pro¬ 
bably amounted to 9.7 per cent of total deposits. At this rate, 
they would not yet be subsiamially below the liquidity ratio of 
10.3 per cent reached at the end of March this year, /.p., prior to 
the great speculative wtives of late April and early May, but would 
be considerably lower than the high level of late September 
(11 per cent). Since the end of October the flow of funds abroad 
has continued—up to November 10 a further DM 5,000 million 
had gone—and in all probability the outflow will persist for some¬ 
time, though at a reduced rate. At the same time, the reduction 
of foreign liabilities is likely to mean that minimum reserves have 
been released on a fairly large scale, but this is of little importance 
compared with the reduction of liquidity due to factors connected 
with foreign trade and payments. Accordingly on November 6 
with aflcct from November 1, 1969, the Bundesbank decided to 
(1) abolish the 100 per cent reserve requirement on the increase of 
external liabilities (2) bring the reserve ratios for external liabili¬ 
ties into line with those for domestic liabilities, and (3) lower the 
general minimum reserve ratios by 10 per cent. 

Measures (2) and (3) will release bank balances with the ocnlrul 
bunk totalling over DM 2,000 million. Abolishing the 100 
per cent reserve on the increase of external liabilities means that 
the minimum reserve requirement was lowered to this extent from 
the beginning of November, whereas it would otherwise only hai'C 
declined at the pace of the further reduction of the liabilities 
subject to the 100 per cent reserve ratio and only with the lag of 
several weeks resulting from technicalities of minimum reserve 
calculation. In all likelihood the release of the minimum reserve 
will offset only in part the withdrawal of liquidity duo to the 
movement of funds abroad, so that the banks’ liquidity ratio will 
probably go on decreasing for the time being. 

The investment planning of domestic enterprises is unlikely 
to be seriously aflVxtcd for the moment by the withdrawal of liquid 
reserves resulting from the repatriation of foreign funds, as the 
the large financial reserves were for the most part rccognistibly 
temporary. 

N«ed for More Rank Crodit 

Nevertheless, on account of this withdrawal of resources 
trade and industry will no doubt require more bank credit in future 
than hitherto, especially as simultaneously costs are rising and 
profits falling, since in the past the foreign funds (prepayments 
and the like} probably made recourse to promised bank credit 
unnecessary at times. This may not give rise to a tendency for 
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interest rates actually to go up, btit might well result in a cerfkin 
counterpoise to the slightly falling trend in interest rates so far 
discernible on the domestic bond market. The present yield 
level ofjust on 7.3 per cent is not an especially high rate of in¬ 
terest if measured by the domestic boom. It is equal to the levdln 
fthc autumn of 1965, when the economy was far less markedly 
overheated than at present; compared with the peak level In the 
summer of 1966, interest rates in West Germany today arc in 
fact about one tM^rceniagc point lower. 

Daelsiva Factor 

On the other iiand the iniemaiional level of interest rates is at 
present substantially above that of 1965, so thai from this angle 
too, any reduction in domestic rates will be kept within narrow 
limits simply owing to market conditioas. The decisive factor 
however will remain the further course of economic activity within 
West Germany. Should the boom slacken off perceptibly and 
the present inflationary trend relax—of which there is admittedly 
no evidence at the mommt—credit policy could respond at any 
time. 

Oomastic Consumption 

In this connection the govcmmciit will have to consider 
whether and to what extent domestic demand, which is still running 
at an excessive level, should be curbed by other economic measur¬ 
es, particularly by fiscal policy. The acceleration of private con¬ 
sumer spending and of government expenditure mentioned in 
my first section does not suggest that a trend of this type is deve¬ 
loping, but implies that the switch—desirable in itscif—in the 
use of the national product towards heavier domestic consumption 
is already in full swing, although it cannot yet be determined 
reliably to what extern revaluation will reduce the external 
surpluses. 
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MR Jagjivan Ram is a veteran Congress* 
man, a friendly individual, genial and outgo¬ 
ing and, as a politician, very shreud and skilful 
indeed. As a minister of the central govern¬ 
ment, again, he has proved himself to be an 
effective parliamentarian and an efficient admi¬ 
nistrator over the many years during which he 
has held one important portfolio after another. 
There can therefore be no doubt at all that he 
will be a great asset to Mrs Indira Gandhi 
in her attempt to organise a political party 
of her own. At the same time, I am not con¬ 
vinced that, in selecting him for the permanent 
presidentship of her new party, Mrs Gandhi 
was wholly or even mainly motivated by a 
desire to find the right man for the right job. 

It is obvious that the Prime Minister has 
endeavoured to kill several birds with one 
stone. Mr Jagjivan Ram's new assignment 
necessitates his resigning from the cabinet. In 
view of the fact that some opposition parties 
in Parliament arc insisting on making an issue 
of his lapses where his tax responsibilities are 
concerned, it must certainly be a relief to Mrs 
Gandhi that he would be quitting the cabi¬ 
net at this convenient lime. That the Prime 
Minister is not abov^ deliberately contriving 
such relief for herself at the expense of a 
colleague need not be seriously disputed. 

Mr Jagjivan Ram's impending departure 
from the central government is also of an 
additional advantage to Mrs Gandhi since she 
could now easily reassure Mr Y. B. Chavan 
about his No. 2 position in the cabinet, with¬ 
out her having to go to the extent of reviving 
the post of Deputy Prime Minister. So long as 
both Mr Chavan and Mr Jagjivan Ram are 
members of the cabinet, there would always 
be this delicate matter of precedence posing 
obvious difficulties for the Prime Minister 
and, sooner or later, both of these valuable 
colleagues of hers are bound to attempt to 
force the issue by demanding to be made 
Deputy Prime Minister. At the moment, it is 
extremely important for Mrs Gandhi’s political 
survival that she should keep Mr Chavan and 
through him as much of the Maharashtra 
Congress as possible loyal to her. Mr Jagjivan 
Ram’s selection for (he presidentship of her 
new party which would automatically mean 
that he would have to give up his cabinet 
ministership has therefore provided Mrs 
Gandhi with a means of escape from an 
embarrassing predicament. 

Mr Jagjivan Ram, no doubt, was seen smi¬ 
ling broadly in the press photographs taken of 
him immediately after his nomination for the 
job of the chief of Mrs Indira Gandhi's new 
party. But, then, Mr Jagjivan Ram is in the 
habit of smiling broadly almost always and 


his smile, unlike Mona Lisa's, is quite incapable 
of harbouring any mystery. Again, whereas 
in the case of the Cheshire cal, the grin was 
more solid than the cat itself, what is really 
substantial about Mr Jagjivan Ram is not so 
much his smile as the man himself. Mr Jagjivan 
Ram, in other words, smiles or laughs simply 
because it is a thing which he does rather 
well. 

The smite on his face on the announcement 
of his nomination to the new political post 
need not therefore be taken seriously. That, 
in (ruth, Mr Jagjivan Ram is not the happiest 
man going in New Delhi at present is not only 
a permissible surmise but a reasonable opi¬ 
nion. He is a man whom nobody can fool, not 
even he himself. He, therefore, would have 
realised at once that what has happened to him 
is no new experience. This is to say that Mr 
Jagjivan Ram is being Kamarajed for the se¬ 
cond time and that he knows this. Mrs Indira 
Gandhi may have her own way of'rewarding' 
people who have outlived their usefulness to 
her, but her way may not always be to the 
taste of those thus rewarded. I strongly suspect 
that Mr Jagjivan Ram has now discovered 
that he belongs to this company. 

* * 

It has become apparent by now that Mrs 
Indira Gandhi may stride towards her political 
ambitions only on a path paved with her 
own slaughtered slogans. A great deal has 
been heard of the aspirations of her party to 
be a party of the youth of this country, it has 
been said that, as an earnest of this purpose, 
an attempt would be made to place relatively 
younger persons in top positions in the new 
party. Unfortunately, the performance is 
not keeping pace with the promises. The 
attempt made by Mr C. Subramaniam to 
infuse younger or new blood into his “work¬ 
ing committee'* promptly turned out to be a 
misadventure. Mr Subramaniam, who is close 
to but not yet sixty and is therefore to be 
regarded presumably as at least a functionally 
youthful political leader, is himself not in a 
particularly happy position. His interim pre¬ 
sidentship of the new party has turned out to 
be even more short-lived than the nine-days’ 
wonder (hat it was meant to be. Although he 
has been in office only for a few days, almost 
every one ofhis'acls or decisions is being 
pilloried by his own partymen as errors of 
judgment or worse. 

It must be conceded, of course, that Mrs 
Gandhi did make an effort of sorts to find for 
her party's presidentship some one from the 
breed of more or less “young" politicians. 
The names of Mr B. R. Bhagat and Mr Sanji- 
vayya were mentioned in this connection and 
it must certainly be recognised as a cruel irony 


of fate that Mrs Gandhi, who has so valiantly 
been trying to free herself of bossism. should 
have had her plans for Mr Sanjivayya vetoed 
by. of all people, Mr Brahmananda Reddi. 
who is undoubtedly one of the bossiest among 
bosses. 

* * 

Mr T. T. Krishnamachari has often proudly 
claimed that he is a proud man, the reference 
here being, of course, to a proper form of 
pride. 1 wonder how he feels about being 
member of a committee on economic policy 
of which the chairman is Mr K. D. Malaviya, 
and the convener Mr Chandra Shekhar. TTK. 
has never minced words in stating his likes or 
his dislikes and he has certainly not been heard 
to praise Mr Chandra Shekhar, let alone 
Mr K. D. Malaviya. I am therefore looking 
forward indeed to the kind of document on 
economic policy which this extremely odd 
grouping of policy-makers or would-be polio- 
makers may bring forth. 

Not that I am disposed to underestimate the 
capacity which TTK has lately revealed for 
trimming his views of men to the exigencies of 
contemporary politics. His touching commen¬ 
dation, for instance, of Mr C. Subramaniam 
as eminently eligible for a post in the central 
cabinet shows to what extent he can practise 
self-denial in subordinating his ancient pre¬ 
judices to the demands of the brave new world 
which Mrs Indira Gandhi is planning to put 
together. Fven so. I would prefer to keep my 
fingers crossed when TTK really gets into a 
huddle with Mr K. D. Malaviya and Mr 
Chandra Shekhar for shaping our country's 
economic future. It would be surprising 
indeed if (heir confabulations were to yield 
another Marx-Engels manifesto. 

Before I leave TTK to the tender merciex 
of Mr K. D. Malaviya and company, I would 
share with my readers a bit of light-hearted 
talk I have heard lately. The question, “After 
Indira Gandhi, who?*’, it appears, has already 
been answered by TTK. It may be recalled 
that he declared on a certain famous occasion 
in New Delhi recently that every cell in Mrs 
Gandhi’s biKly belonged to (he Congress and 
it was therefore nothing short of an outrage 
that some “angry" men should dare to expel 
her from the party or deny her the right to lead 
it. Since a high percentage of the Congress 
cells in one’s body has thus been laid down as 
the condition of eligibility for supreme leader¬ 
ship of the Congress party or a Congress 
government at the centre, who else can aspire 
to succeed Mrs Gandhi except one of her 
sons, either of whom should be able to 
dispose of Congress cells to the extent of SO 
per cent at the very least? 

V. B. 
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Trade 

CASTROL’s GOLDEN JUBILEE 

MR r. Cf. Peters, Director, Castrol Over¬ 
seas Ltd, who is also on the board of direc¬ 
tors of the Assam Oil Company, has come 
here to participate in the fiftieth anniversary 
celebrations ofC astrol's operations in this 
country. Although C’astrol was merged 
into the Burmah Oil Company in l%6, its 
marketing operations retained its identity. 
Mr Peters stated in New Delhi recently 
that in 1919 the head office in Bombay of 
C-C- Wakefield & C o. Ltd was i-csponsibic 
for all the business of the company in the 
area between Pori Sue/ and Japan. Over 
the >ears as business increased it was found 
necessary to decentralise, commencing 
with the establishment of an office in 
Singapore, to look after south-oast Asia 
and west Asia and ending in 1965 when 
Ceylon was placed under the control of 
the London Export Department. Today 
C'asirol occupies a significant position in 
the lubricating oil businc.ss in this country. 
The works of Castrol at Bombay has a 
capacity of 12,000 tons per year on a single 
shift basis and has been progicssivcly 
developed since 1962 so that it is now 
capable of maiuifacluring sulphurised fats, 
soluble ba.se, a wide lange of production 
oils and lust preventives, turbine oils, 
brake fluids, and of blending conventional 
aut<miotivc and industrial oils. 

HANDLOOM EXPORT 

The Handloom Export Promotion Coun¬ 
cil proposes to launch a drive for developing 
markets in west Luropcan countries:. 

It IS learm, the council has formulated a 
number of schemes by which the vast 
potential of the handloom industry to 
make sophisticated items could be profit¬ 
ably utilised by maiiiifacluring and expor- 
ling the types of fabrics required in these 
coufilij<-*5»- The council is keen that duty¬ 
free quota announced by the PC M coun¬ 
tries of one million dollars each for cotton 
handlooms and silk handlooms should he 
taken full advantage of in the case of cotton 
handlooms. During the duty-free period 
from July 1, 1968, to June 30,1969, against 
the ceiling of one million dollars (equivalent 
to Rs 75 lakhs worth of cotton handlooms), 
ihe duty-free quota exported was a mere 


Winds 

Ks 6.5 lakhs, The aggregate value of 
exports of cotton handloom items to ECM 
during the period amounted to Rs 11.9 
lakhs only and this was inclusive of other 
handloom items which were not eligible 
for the duty-free quota. 

DIAMOND EXPORT 

Exports of diamonds, pearls precious 
stones and jewellery were expected to 
increase, stated the Chairman of the Gem 
and Jcw'IIery Export Promotion Council, 
Mr Chandrakant Jhaveri. Presiding over 
the annual general meeting of the council, 
he added that the council had fixed an 
cxpoit target of Rs 75 crorcs to be attained 
by 1973-74. The prospects for achieving 
this target were quite bright, he said. He 
however, said that a long-term export 
policy was vital for boosting export. 
Export of diamonds had to depend upon 
the import of rough stones. The existing 
replenishment scheme, though not fully 
adequate, had produced good results with 
the current year’s exports likely to scale 
a new peak of Rs 45 crorcs, against 
Ks 41.90 crorcs last year. He said that 
the scheme should he implemented on a 
long-icim basis and the trade assured of 
its continuity. 

EGG POWDER PLANT 

The first egg powder plant in the country, 
located near Poona, is likely to commence 
production by June 1970. It will have an 
input of l(K),000 eggs and yield daily one 
tonne egg powder with a storage life of one 
>car. The project is dcfencc-oricnied, but 
the manufacturing company. Foods and 
inns Pvt. Ltd, hopes to promote civilian 
demands. The process know-how for 
the manufacture of egg powder has been 
develojTcd by the Central Food Technologi¬ 
cal Research Institute, Mysore. Larsen & 
Toubio Ltd will work in collaboration 
with the institute in putting up the plant. 

STEEL PIPE EXPORTS 

Zenith Steel Pipes Ltd, which has been 
exporting up to 55 per cent of its total 
output, has been awarded a Certificate 
of Merit for oustanding export performance 
by the government. The award relates to 
the export performance for the period 


October 1966 to March 1968 covering 
export of steel pipes and tubes all over the 
world. From February, 1964, to March, 
1965, the company's exports totalled 
Rs .18.56 lakhs to 12 counlrics. Zenith 
Steel progressively increased its c.xports 
to Rs 1,58 crorcs for the period April, 
1968, to March, 1969, to more than 32 
countries, li is noteworthy that Zenith Steel 
has been exporting even to such indus¬ 
trially advsinced countries as the USA 
Australia, Canada and the UK. In 
1965-66 and again in 1967-68, Zenith 
topped the li.st of pipe exporters from 
this country. 

KHETRI COPPER 

Copper-ore reserve in the Khetri copper 
complex are now’ estimated to be about 
101.35 million tonnes. Of this, 70 million 
tonnes are at Madhan Kudhan and 31.35 
million tonnes are at Kolihan. The area 
for Madhan Kudhan is expected to have 
about 1 per cent copper content and that 
from Kolihan 1.40 per cent. At Kolihan, 
high grade ore with copper content l^ctwtcn 
2.5 to 3 per cent is also believed to be 
available below a depth of 425 metres. 
The Mudhan-Kudhan section is to produce 
over 2,000 tonnes of ore, per day fiom 
next year, the production gradually rising 
to 8,190 tonnes per day in 1977. Kolihan 
will go into production in 1971 producing 
about 1600 tonnes of ore per day. The 
production at Kolihan will increase to 2,000 
tonnes jTcr day in 1975. Based on this rate 
of ore production build-up, it is expected 
that the project will start producing 3L()(X) 
tonnes of copper metal worth Rs 24 crores 
in 1974. 

WOOLNARK FOR CARPETS 

Woolmark licence for hand-made carpets 
has been granted by the International Wool 
Secretariat to Ol?€clcc Private Ltd., 
Mir/apur. Uttar Pradesh. A large quantity 
of carpets are exported from this country 
and during 1968-69 foreign exchange 
worth Rs 10.7 crorcs was earned. Obeetcc 
are amongst the leading firms of carpet 
exporters and their main biiycrs arc the 
USA, Australia, Canada, the UK and 
West Germany. Machinemade carpets 
have been eligible for woolmark for the 
last four years and the carpet exporters 
of this country,**pressed by their foreign 
buyers, had asked International Wool 
Secretariat for licences to use the symbol 
on hand-made carpets. Eligibility of such 
carpets for woolmark was delayed for 
want of intemactoiial specifications, test 
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methods and quality control technique?!. 
These were finalised only recently after 
testing and evaluation of many carpet 
qualities from India. Iran, Hong Kong. 
Spain and Turkey. 

OUNLOP SCHOLARSHIP 

With a view to encouraging the deve¬ 
lopment of scientific talent in the country. 
Dunlop India Ltd has donated Rs 10,000 
to the Jagadish Bose National Science 
Talent Search Scheme (JBNSTS). The 
money will be utilised by the JBNSTS for 
awarding a Dunlop Scholarship. 

RAY AWARD FOR fXA. 

The Planning & Development Division 
of Fertilizer Corporation of India has 
received the Sir P. C. Ray Award for 
1969. The Indian Chemical Manufacturers 
Association Indusii 7 Award has been con- 
fened upon P & D Division for its out¬ 
standing contribution in the development 
of catalyst technology relating to the ferti¬ 
lizer industry. The P & D Division of 
rCT is the only organisation in this country 
(o have developed a whole range of 
catalysts. They arc in commercial opera¬ 
tion in several fertilizer plants in this 
country and are replacing imported 
catalysts. The FCl has now entered 
the international market with the export 
of this non-traditional item to a Euro¬ 
pean country. 

IRRIGATION IN H P. 

The Himachal Pradesh government will 
^pend Rs 50 lakhs during the current year 
on minor irrigation schemes which 
include both flow and lift irrigation 
projects in the union territory. A sum 
of Rs 33 lakhs is likely to be spent on 
< Jr inking water supply sclicmcs. 

IND0-E.C.N. AGREEMENT 

The jute agreement between this coimiry 
and the ECM, signed recently, should pave 
the way for the elimination of the existing 
quantities restrictions in France and West 
Germany and. eventually, of the tariffs 
themselves. This is the view taken of the 
agreement with this country as among the 
first elements of the common commercial 
policy to be inaugurated by the Six on 
January 1. In their preferences offer to the 
UNCTAD, the six cnvhagc duty-free entry 
for jute good'' in the framework of bila¬ 
teral agreement' with India and Pakistan. 
The present agreement, therefore, should 
ensure the complete elimination of import 
duties on jute goods, within (he limits of 
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a quota. At the same time it will make it 
easier for this country to negotiate bila¬ 
terally with France and Germany for the 
removal of quantitative restrictions on 
products not covered by the present 
agreement. An important feature of the 
agreement is the decision to ret up a joint 
committee to supcnisc its operation. 

VISIT OF GERMAN DELEGATION 

West German investment in this country 
which stood at DM 164,1 million up to 
June 1969, is only 1.2 iw cent of the total 
West German investment abroad and 
3 per cent of investments in developing 
countries. A delegation of businessmen 
from West Germany which visited this 
country early in 1965 noted that favour¬ 
able conditions existed here to attract 
investments from West Germany. Among 
the favourable factors, the political stability 
and the si/e of the potential market were 
s|x;cialJy mentioned. The forthcoming 
visit of a West German delegation imdcr 
the leadership of the industrialist Dr. 
H. Abs, will bo of considerable value in 
this context. Tlic delegation is likely 
to be in this country from January II 
to January 25, 1970, and is likely to visit 
important industrial centres. 

IND0*GERNAN PROJECT 

The Indo-Gcnuan engineering e.xpori 
pioiuotion project which started two years 
ago has now entered its decisive pha.se. 
In view of the cncouiarging results during 
the Iasi year the governments of the Federal 
Republic of Germany and this country 
have agreed to extend the project, which is 
vital to the Indian economy, fill autumn 
1971. IIic work done hilherto under this 
project has shown that the West German 
market is accessible to Indian engineering 
products if they meet the requirements of 
West Gennan buyers on price and quality. 
In the first phase a total of 179 export 
test cases have been initiated, out of which 
some have led to positive results. About 
60 Indian finns were involved in these 
lest cases. In West Germany about 500 
finns were contacted by German advisors 
residting in a 100 per cent increase of 
engineering exports to West Germany, 

SCIENTIFIC INFORMATION 

The Minister for Defence Produc¬ 
tion, Mr. L. N. Mishra, stated recently 
that the huge output of scientific literature 
has triggered oft'an ‘inforin^ttion explosion*. 
Mr Mishra, who was inaugurating a three- 
day seminar on scientific information or¬ 
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ganised by the Defence Scientific Informa* 
tioD and Documentation Centre In New 
Delhi recently added that the principal 
problems created by the mas*! of information 
material were the prompt dissemination of 
up-to-ckitc information to ail those who 
needed it and its effective storage for re¬ 
trospective retrieval. 

PAKISTAN'S FOURTH PUN 

Pakistanis fourth plan outlay cnvi!>agus 
a growth of 5.5 per cent in W'est 
Pakistan and 6.5 per cent in East Pakistan 
in order to speed up the progress 
and to remove disparity between the two 
wings. The planners are now thinking 
to fix the size of the plan at Rs 7,000 crorcs 
to 7,500 crorcs against the current plan 
of Rs 4,500 crorcs. Tlie fourth plan 
co-ordination committee, which met in 
Islamabad on November 30, decided to 
recast the draft outlay of the plan and 
present it to the National Economic 
Council for approval in January 1970. 

I.D.A. LOAN FOR HIGHWAYS 

Negotiations are in progress with the 
World Bank for IDA assistance in the 
Rs 110 crorcs scheme for improvement 
and development of national highways 
over a length of 1,125 miles. A World 
Bank mission visited some states including 
Andhra Pradesh,Tamil Nadu, Maharashtra 
and Bihar. The proposed loan would be 
a soft loan repayable over 50 y-ears. TIio 
discussions w ith the bank have not yet been 
completed but it is hoped the loan would 
be forthcoming. 

FUEL NEEDS OF RAILWAYS 

A recent conference of the general 
managers of zonal railways and production 
units considered measures to effect economy 
in the consumption of fuel which accounts 
for 20 per cent of the working expenses of 
the railways. Jhe conference noted that 
most of the railways had effected economy 
in coal consumption during 1968-69. 
Ibc South l^stern Railway had shown 
(he best icsult with a saving of 5.15iTcr cent 
and Eastern and North Eastern Railways 
had come next with an economy of 4.55 
per cent and 3.5 per cent rcsiTectivcly. In 
the ease of diesel oil, the Western Railway 
had achicNCd an economy of 5.75 per cent 
in 1968-69 followed by Eastern Railway 
with an economy of 2.27 per cent. The 
Chairman of the Railway Board, Mr 
G. D. Khandclw a I, slated that the economy 
drive should be vigorously pursued in the 
remaining months of the current financial 
\car. 
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Company Affairs 


TUBE INVESTNEHTS 

MR A. Ramaswami Mudaliar, Chairman, 
Tube Investments of India Ltd, stated at 
the annual general meeting held recently 
that the company had experienced an 
upswing in its operations as compared with 
last year. The sales increased by nearly 
20 per cent over the previous year. Conse¬ 
quently, the directors had recommended 
a dividend of Rs 10 per share, reflecting 
the improved performance. Production of 
cycles and components increased during 
the year under review and Mr Mudaliar 
felt that the output could have been even 
larger but for certain shortages of material 
and low productivity of labour. The 
exports of the company also incrciiscd 
notably to the US. The company also 
exported chains manufactured by the subsi¬ 
diary, Tl Diamond Chain Ltd, and tul)cs 
manufactured by the tube unit of the 
company. 

In the conic.xt of c.\porls to the 
US, Mr Mudaliar added that in view 
of inicrnalioiial competition flic company 
had to bear considerable loss. Conse¬ 
quently, such cxpoits called for further 
thinking on the subject. The company is 
keen to maintain its exports and earn 
dollars, but in view of substantial losses 
the company might not be able to 
continue exports, unless the government 
offers considerable assistance. 

Mr Mudaliar pointed out that Wright 
Saddles of India produced more saddles 
than in the previous year, but it could not 
touch the target because of low labour 
productivity. Production and despatches of 
Tube Products of India were also higher 
than the previous year. Tlio demand for 
cold drawn welded tubes continued to be 
good and the company expects to complete 
the expansion work to increase the manu¬ 
facture of such tubes in the current year. 
Production in the cold roll mill was also 
higher than the previous year. The com¬ 
pany, however, found it difficult to utilise 
fully the installed capacity because of 
inadequate supply of steel strips. 
Mr Mudaliar added that the performance 
and growth of the lube unit, cold roll mill 
and the mill sections depended largely on 


the availability of steel in the required 
quantities. 

BIRLA JUTE 

The directors of Birla Jute Manu¬ 
facturing Co. Ltd propose to issue 
bonus shares, subject to the sanction 
of the government, in the ratio of 
one share for every share held by 
capitalising Ks 199.29 lakhs out of 
the reserves. The directors have decided to 
capitalise Rs 27.29 lakhs from the shares 
premium account, Rs 25 lakhs from capital 
redemption reserve and Rs 147 lakhs 
from the general rcscrve.s, aggregating 
Rs 199.29 lakhs. The board of the com¬ 
pany has also decided to issue rights share 
at par in the latio of one share for every 
two shares held. The authorised capital 
of the company is proposed to be increased 
from R? 6 ciores to Rs 15 croics by the 
creation of 6 million ordinaly shares of 
Rs 10 each and 300,000 second preference 
'iharcs of Rs 100 each. 

IMPERIAL TOBACCO 

The directors of the Imperial Tobacco 
Company of India Ltd have proposed 
an interim dividend of 61 per cent for 
the year ended March 31, 1970, payable 
on or after January 28 to those ordinary 
shareholders rcgistcicd as on December 30, 
1969. The company hopes to declare a 
final dividend at the meeting to be held in 
.Tilly, 1970, at the rate of not less than 
6V per cent. 

HADURA MILLS 

Madura Mills has proposed the issue of 
bonus shares. The object of the issue 
is to broaden the equity base of the com¬ 
pany to correspond to the capital actually 
employed in the business. Over Rs 11 
crores have been spent on modernisation 
and expansion schemes of the company 
since 1959 and the implementation of 
these schemes Pas involved the increase of 
the working capital. Further schemes of 
modernisation are being implemented, 
and the company is negotiationg for per¬ 
mission to install additional loom capacity. 
In these circumstances it was consi¬ 
dered appropriate that a part of the 


substantial free reserves of the company 
should now be 'capitalised by thc^ 
issue of bonus shares. The company 
has made a record performance on 
the export front during the year and 
the working results of the earlier months 
had shown promise of improvement over 
the previous year. But the go-slow tactics 
of a small section of workers of the com¬ 
pany have recently caused a serious dis¬ 
ruption in the production programmes in 
some mills, with consequent effect on the 
compan>*s estimates of profits for the year. 
The directors arc however making all 
efforts to maintain the quantum of profits 
to be distributed as dividend at the level 
of the previous year. 

PHILIPS INDIA 

The directors of Philips India Limited, 
have proposed an interim dividend of 
10 per cent for the year ended December 
31, 1969, payable on or after December 
30 to those shareholders registcied as on 
December .1, 1969. The total dividend 
paid for the previous year was 20 per cent. 

HUKAND IRON 

Miikand Iron and Steel Works Ltd, 
propose to issue bonus equity shares in the 
proportion of one equity share for every 
six shares held. The proposed bonus 
issue w'ill involve capitalisation of reserves 
amounting to Rs 40 lakhs. This will be 
effected by capitalising Rs 10 lakhs out of 
the capital redemption reserve, Rs 9 lakhs 
out of the share premium account and 
Rs 21 lakhs out of the general icscrvc. 
Ihc paid-up equity capital of the 
company will increase from Rs 2.40 crores 
to Rs 2.80 crores following the bonus 
issue. This is the first time the company 
is making a bonus issue. 

HINDUSTAN SUGAR 

The Hindustan Sugar Mills Ltd has 
recorded gross profit for the year ended 
.Tune 30, 1969, at R.s 1.60 crores as against 
Rs 1.75 crores for the previous year. 
With depreciation claiming Rs 23.61 lakhs, 
taxation Rs 78.77 lakhs and development 
rebate reserve Rs 3.04 lakhs, the company's 
net profit amounts to 54.19 lakhs. 
Out of the net profit, the directors have 
set apart Rs 2.64 lakhs for the interim 
preference dividend and Rs 2.24 lakhs for 
underwriting commission, brokerage and 
expenses in respect of the preference issue 
and transferred the balance of Rs 49.32 
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lakhs to the ycneral reserve. They have 
also transferred Rs 21.17 lakhs from the 
development rebate reserve to the general 
reserve. The directors have not yet taken 
a decision on the equity dividend for 
1968-69 but, w^cn declared, it will be paid 
out of the general reserve. The quantity 
of cane crushed amounted to 737,000 
tonnes against 530,000 tonnes and sugar 
production to 69,283 tonnes with a sugar 
recoveiy of 9.4 per cent against 50,952 
tonnes with lecovcry of 9.62 per cent. 

RALLIS INDIA 

The directors of Rallis India Ltd have 
proposed to maintain equity dividend for 
the year ended August 31, 1969, at 13 per 
cent. The gross profit of the company 
for the year is Rs 96.48 lakhs. With 
depreciation claiming Rs 15.21 lakhs, 
the pre-tax profit amounts to Rs 81.27 
lakhs against Rs 95.34 lakhs. Taxation 
absorbs Rs 41 lakhs and development 
rebate reserves 58,000. After adjustments a 
sum of Rs 38.53 lakhs has been transferred 
to the general reserve out of which the 
proposed preference and equity dividends 
amounting to Rs 32.87 lakhs will be paid. 

SHREE GOPAL INDUSTRIES 

Shrcc Copal Industries Ltd has reported 
that the directors of the company have pre¬ 
pared a renovation programme involving 
a capital expenditure of Rs 31 lakhs. The 
programme is to be financed partly from 
internal resources and partly from deferred 
payment loans under the IDBI scheme. 
The programme is expected to be com¬ 
pleted by the end of the current year. It 
will enable the company to produce yarn 
of better quality and consequently earn 
more. The directors expect the working 
for the current year to be better. 

ANDHRA PRADESH PAPER 

The Andhra Pradesh Paper Mills Ltd 
proposes to issue fresh capital of Rs 75 
lakhs in equity shares of Rs 100 each at 
par payable full on application. The 
subscription list will open on Januaiy 12 
and close on January 23 or earlier but not 
before January 16. The company has an 
authorised capital of Rs 5 crorcs (Rs 3.75 
crorcs in equity shares and Rs 1.25 crores 
in 9.5 per cent cumulative redeemable 
preference shares of Rs 100 each). The 
issued, subscribed and paid-up capital is 
Rs 4 crorcs (Rs 3 crorcs in equity shares 
and one crorc rupees in preference shares). 
Of this, the West Coast Paper Mills Ltd., 
holds equity shares worth one crorc rupees 


and the Government of Andhra Pradesh 
holds equity shares of Rs 99.85 lakhs and 
preference shares of Rs 50 lakhs. 

The company has embarked on an ex¬ 
pansion programme. At present some 
balancing equipment is being installed. 
After completing the balancing equipment 
programme, the company is expected to 
achieve a production target of about50,000 
tonnes of paper per annum. The proceeds 
of the present issue will be utilised for 
financing a part of the capital cost of the 
project, estimated at Rs 12.24 crorcs, 
which will be met by the existing 
share capital of Rs 4 crorcs, the proposed 
issue of Rs75 lakhs, loan from the financial 
institutions, deferred payment, insurance 
claims, and internal generation of 
resources and unsecured loans. 

REFRIGERATION ACCESSORIES 

Refiigcration Accessories l.td will enter 
the capital market on December 20 with 
a public issue of 75,000 equity shares of Rs 
10 each, and 5,000 cumulative redeemable 
preference shares of Rs 100 each at par. 
The proceeds of the public issue will be 
utilised to meet a part of the finance re¬ 
quired for the company's expansion pro¬ 
gramme. The company presently manu¬ 
factures refrigeration equipments at its 
factory at Faridabad. Its authorised 
capital is Rs 60 lakhs and paid-up capital 
is Rs 7.20 lakhs in equity shares of Rs 10 
each. The capital expenditure on the 
expansion programme is estimated at 
Rs 30 lakhs. The entire public issue has 
been underwritten. 

BHARAT CARPETS 

Bharat Carpets Ltd entered the capital 
market on December 8, 1969, with an issue 
of Rs 28 lakhs made up of 180,000 requily 
shares of Rs 10 each and 10,000 redeem¬ 
able cumulative preference shares of Rs 
100 each carrying dividend of 9.5 per cent 
per annum, free of company tax. The 
issue will close on December 13, 1969, 
or earlier at the discretion of the directors 
but not before December 11. The com¬ 
pany has an authorised capital of one crore 
rupees and issued capital of Rs 45 lakhs. 
The factory is situated in Faridabad and 
has an annua) rated capacity 720 tonnes of 
carpet yam and one million square yards 
of woollen tufted carpet. The company 
has already produced more than 65,000 
$q. mts. Tufted carpets are entirely a new 
line of production in the coiuitry. These 
are ideally suited to cover complete floor 
area wall to wall with many advantages 


over traditional hand-knotted carpets. 
The purpose of the issue of share capital 
is to meet the requii-ements of funds already 
invested in building, plant and machinery 
and other fixed a.sscts of the company. 

POLYDOR 

Deutsche Grammophon, Hamburg, W. 
Germany, has formed Polydor of India Ltd, 
with a factory in Bombay, and distribution 
offices in Bombay, Calcutta, New Delhi 
and Madras. This company will imme¬ 
diately take up pressirg'and distribution of 
most of the titles of Deutsche Gram- 
mophon. The main objective of Polydor of 
India Ltd will be to develop and encour¬ 
age new talents and popularise them 
through the distribution offices of Polydor 
all over the world. 

GRAUER& WEIL 

Grauer & Weil (India) Ltd will enter 
the capital market shortly with an issue 
of 167,5(K) equity shares of Rs 10 each and 
82,500 preference shares of Rs 10 dhch 
at par. The company has the collabora¬ 
tion of Pemix Enthone Inc., USA, and 
Langbein Pfanhauscr Werke AG, West 
Germany. The company is engaged in the 
manufacture of such basic chemicals as 
nickel sulphate and nickel chloride. The 
entire equity and preference capital has 
been undei written by institutions and 
brokers. The object of the present issue 
is to expand and renovate the entire 
machinery and the company expects its 
sales to rise to approximately 
Rs 1.65 crorcs in the next five 
yeais. The existing sales are Rs 58.26 
lakhs for the year ended December 31, 
1968. For the financial year ending 
Decmber 31, 1969, the shares allotted 
under the present issue will entitle the 
holder to the dividend for the full year 
(1969) in proportion to the amount paid- 
up thereon, 

BAKELITE HYLAM INAUGURATION 

Bake] i te Hy lam Ltd, a new company, was 
inaugurated in Hyderabad on December 6 
by Mr. K. Brahmananda Reddy, Chief 
Minister of Andhra Pradesh. Mr Peter 
John Simox, controller, overseas compa¬ 
nies, Bakelite X^Iomitc Ltd., attended the 
inauguration. Hylam Ltd has been a 
leader in the field of thermosetting plastics 
in this country and Bakelite Xylomite Ltd 
is one of Europe’s largest organisations in 
the field of plastics. The technical knowhow 
and financial backing of Bakelite Ltd will 
help in the growth of the new company. 
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TUBE INVESTMENTS OF INDIA LTD. 

Chairman's Statement 

Statement of Sir A. Ramaswami Mudaliar, K.C.S.I., D.C.L., (Oxon)» Chairman Tube In¬ 
vestments of India Limited, circulated to the Shareholders in connection with the 20th 
Annual General Meeting of the Company held at the Registered Office at *TIAM HOUSE* 
11/12 North Beach Road, Madras-1 on Monday 8th December 1969. 


The Economic Climate 

In my last year’s slalenient, f referred to the recession in ihe 
economic conditions and made a pica for a serious examination 
of the causes and the clTects of recession. Since then, at least 
in some industries, favouiahle trading conditions have been ex¬ 
perienced and the economy, as a whole, of the Country has temlcd 
to look up because of the good performance of some of the cor¬ 
porate units and al.so due to better agricultural production. 

The difficulties experienced during the recession are responsible 
for industry in general being cautious. Large scale investment 
in the indiLstrial sector has not taken place to the extent one could 
■expect with improved ccimomic conditions The demand for 
funds as a result has been Icss and the banks have generally cn- 
pcricnced a better liquidity position. Ihis pessimism to in\cst 
may be traceable to a general uneasiness due to factions, ghcroas 
and industrial unrest as also violence in some instances, fn a 
developing country such as ours the growth of the economy is 
'Cio^cly lied up wiih the political <iiuaiion. it is, ihcicfoic, of great 
importance that the Govcinnicnis at the Centre and in the States 
address themselves to bringing about greater stability and main¬ 
taining the law' and order situation. With the recovery from the 
recession in a large number of industries the economy shovsed 
signs of being bouVant. If political stability and peaceful condi¬ 
tions arc ensured we could look fonvard to long term investment 
particularly in the industrial sector and the rapid growth of the 
economy. The nalionalisiilion of 14 major Indian Banks has 
had to some extent an unsettling effect on business. It is iheicforc 
essential that the Government formulate and implement a credit 
policy fairly early so as to help stimulate fresh investment both in 
new ventures as well as expansion of existing ventures. Due 
care must be bestowed on running the nationalised banks according 
to business principles. It is quite irrtporiant in my view to realise 
that in the ultimate analysis the things that matter arc increase 
in the gross national product, its distribution and the reduction 
in the cost of our products without which it would be difficult 
tolravciisatisfactoty balance of payments position. In the interest 
of our economy I feel that these vital issues should receive the 
considcj-alion that they descr\c rather than o\cr concerning our¬ 
selves with milters such as monopolies and restrictive liccnsiiic 
procedures. 

1 now turn to the alfairs of the Company in the year under 
review. 

Company's Operations 

In line with the short upswing in the economy, the 
accounts presented to you show better perfomiancc by the Com 
ixuiy compared with last year's operation. 

Ilic sales of the Company increased by nearly 20 ivr cent 


over that of last year and while profits were higher, the return 
from investments in the Cycle Unit showed a declining trend. 
Dividend 

The Directors have recommended a dividend of Rs 10 per 
share, which, you will agree, rcHccts the belter working of the 
Company in the year under report, 

TI Cycles of India 

Production of cycles and components was higher than that of 
last year and could have been even greater but for certain rmilcrial 
shortages ajid far from sJti.^factory productivity of labour. 

The exports were also liighcr. The exports lu the US exceeded 
those of Jitst year. I have devoted in my statement elsewhere a 
separate paragraph on these and other exports of the C:ompany 
because of the considerable importance that the Diicciors attach 
to the increase of cx|H>ri earnings. 

Certain modification was carried out on (he cycles sold in the 
home market. In the curreni year, fiitihcr modilicaiions arc 
planned as also the introduction of a new nuxicl of juvenile cycle. 

The work on the expansion programtuc to which icfcrence 
was ni-ide in the last report is afinosl complete and (he benefits 
of the expansion are expected in tlic coming ycais. 

The Wright Saddles of India 

Production of siiddles was higher (han in (he last >car but 
was below the year’s target. The productivity of labour conti¬ 
nued to be low but for which production could have been greater 
because of the improved availability of raw materials. The 
demand for the Compan’y products continued to be satisfactory. 
Tube Products of Indiu 

Both production and despatches were higher than in the last 
year. The working was adversely affected by the steel shortage 
in the country which necessitated closing down of the Works for 
15 days. For the first time, an export of tubes w'as made. 

The demand for llic cold drawn welded tubes (CDW) continued 
lo be good. Production of these lubes was liighcr. The Com¬ 
pany c\|Kcts to complete the expansion work to incre;isc the 
m inufaclurc of CDW lubes in the current year and Ihe full benefit 
by way of increased production should be available fnim 1971. 
Cold Roll Mill 

Production was considerably higher Ihaji in the la-*! >car. 
liocausc of the inadequate supply of steel sti ips it has been difficult 
10 keep fully employed the installed production faciliiics or lo 
meet (he demand for die products The Mills liad to l>c closed 
ilowii for a fortnight. The quality also of the strips t>ricn-limes 
entailed lesvork at additional expense to the t ompany. 'I1ic 
demand for the Company's products continued lo be very gootl. 
Steel Supply 

As stated earlier, the lube unit, the cold roll null and (he mci.d 
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sections sufTered throughout the year from the shortage of steel. 
The performance and growth of these Units in the current year 
mainly hinge on the availability of steel in the quantities needed* 
Retreated representations at all levels have been made to the 
managements of the Government and the private sector Steel 
Plants who have, on the merits of the Company*« ease, promised 
sympathetic consideration. 

enquiries from abroad and from domestic consumers for the 
products of the Tube Units are on the increase. These Units 
arc w'cll poised for an improved performance if only the steel 
supply in the needed quantity is available. 

Metal Sections 

The output of the Unit rcgistcicd considerable improvement 
over that of last year. Financially, the Unit continues to incur 
a loss, largely because of lack of supply oT hot roller steel strips 
n the required gauges and the use, in consequence, of very costly 
raw materials. 

T ahour 

Last year in my-statement to you 1 referred to the uneasy 
labour situation in some of the Company's units and referred to, 
among other things, the bonus issue agitating the minds of workers. 

In the year under reivcw, v\e devised our own bonus schemes 
and with the concurrence of the workers in tube mill, cold roll 
mills and metal sections as abo in the Subsidiary, TI Diamond 
Chain Limited, introduced these bonus schemes in lieu of tfte 
Bonus Act provisions. Since then a similar bonus scheme has 
hetn introduced in TI Miller Limited also. 1 am happy to say 
that since the acceptance of these bonus schemes by the workers 
there has been a happy relationship which has made possible 
increa.scd production with resultant greater benefits to the workers. 
This close co-operation between workers and management at all 
levels in the Units where the schemes have been introduced would, 
t have no doubt, make for gieater icwards for workers in the years 
to come through their greater productivilV. 

We have on identical lines devised bonus schemes for the 
workers in Tf Cycles and Wright Saddles. I have no doubt that 
whatever hesitancy the workers of these units may have in accepting 
the bonus schemes offered to them should be dispelled by the 
concrete evidence of greater benefits to the workers in the other 
units where the schemes fiavc been successfully operated. I am 
happy to say that the workers of T.I. Cycles have accepted the 
Bonus Scheme through a .settlement which was concluded on 
6lh Nit>vcrnber, 1969. 

Expf>rls 

I have earlier referred to the increase in the year under review 
compared with Iasi year in the export of c-KvIes manufactured b>' 
the Company and of chains manufactured by the Subsidiary, 
TI Diamond Chain Limited, fn addition, the Tube Unit 
also commenced exports. 

The demand from overseas for cycle chains and tubes evi¬ 
denced from the enquiries received has been quite encouraging. 
These exports, as is w^ellknown, aic effected in the face of inter¬ 
national competition and entail a loss to the Company financially. 

The Company, in particular, is greatly concerned about the 
cxpoits to the US where the losses have been on such a scale as 
calling for further thinking whether it is worthwhile for the Com¬ 
pany to continue to export to the US market at such heavy losses. 
The Company is keen on retaining and if opportunity presents, 
of improving the dollar earnings but as a better price cannot be 
obtained than what the Company presently enjoys, this would 


largely depend on the assistance received from the Government 
for which representations have been repeatedly made. The type 
of cycles that can be sold in the US market required imports of 
certain parts. Substituting these imported items with indigenous 
parts has been undertaken. Such substitution has in fact increased 
the cost of production and con.sequcntly our losses arc even higher 
than before. 

Enquiries received from abroad for our tubes indicate that it 
may be possible to develop an export market for tubes. This^ 
will, however, be largely dependent on the supply of steel strip 
by the Steel Plants. 

Subsidiary Companies 

Both the Subsidary Companies, TI Diamond Chain Liniitcd 
and TI Miller Limited have reported better working during the 
year largely due to the cost reduction schemes that wcic applied 
in the Subsidiaries. 

TI Diamond Chain Limited 

The production during the year of cycle chains and industrial 
chains was higher than thai of la?t year. The Company's exports 
of industrial and cycle chains were correspondingly higher and the 
orders from abroad running at a higher level in the current year, 
arc indicative of acceptance of the Company's products. 

The Company is planning to expand its capacity for the manu¬ 
facture of cycle chains and industrial chains. The cost of expan¬ 
sion is estimated around Rs 44,00,000 and the increased prvduc- 
tion should be available by about 1971, if neces.sary licences Vre 
received at the time needed. 

Tf Miller Limited 

The production of cycle lamps and scooter Jumps was higher 
than last year. The shortage of magnets caused bottlenecks in 
production and at the moment it appears that adequate 
quantities of magnets maybe available fiom indigenous sources. 

Current Ycar'.s Operations 

We have planned for a higher output in all Units in the current 
year over the performance in the year luider review. If steel in. 
the required quantities and of the right quality is made available. 

I should be able to report to you next year better performance, 
particularly if, as I hope, the bonus schemes to the workers are 
accepted in those units where they arc under negotiation at the 
present moment. 

Acknowledgement 

I cannot think of concluding my statement without thanking 
our Collaborators, Tube Investments Limited of Birmingham 
and other companies in the group for the active and close co¬ 
operation as al.so advice during the year which have all been in¬ 
valuable and encouraging. 

1 should like to acknowledge the help and advice extended by 
Diamond Chain Co., U.S.A. and H. Miller & Co. Ltd., U.K. to 
our Subsidiary Companies. 

I would like to ofTer my thanks and that of the members of the 
Board to the officers and employees in the Company’s office and 
works in Madra.s as also those stationed outside the State for the 
hard work they have put during the year. I am glad to note that 
during the year there has been a greafbr appreciation of the fact 
that the employees' interests are closely linked with the prosperity 
of the Company. 1 have no doubt that this understanding will 
give rise to even greater co-operation in the years ahead. 

Notf : This does not purport to be a record of the proceedings 
of the Amwal General Mectiog. 
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“We know the type of 
machine tools we want. 
But, how shall we finance it ?” 


HMTs help in obtaining credit, and its wide range of 
mochine tools ore the ideol onswer to your problem. 
This is HMT today. 


Deferred payment facilities through the Industrial 
Development Bank of India, or HMT's own hire- 
purchase scheme—and other special accommodations 
as well! 

We can arrange all this to help you acquire the right 
machine tools for your needs. 

Give us the word. HMT’s Total Plant Engineering 
Service wilt be with you. 

Machine tools in the world’s widest range, for every 
purpose. 

Help in designing and installing complete production 
lines for you. 


The expertise cf over 400 HMT engineers to help you 
to produce precision-machined components faster. 

Regular after-sales service and normal wear and tear 
spares at 24 hours' notice to ensure decades of efflci mt 
service. 

A big chunk of your plant Investment will b*? on 
machine tools. HMT will make it safe and profitable for 
decades to come. 

HINDUSTAN MACHINE TOOLS LIMITED Bangaiore-at 
Factories at: 

Bangalore-Pinjore-Kalamassery-Hyderabad 


lumJfc 


for Total Plant Engineering Service 


HMT-SI57 
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If you are youi^,married 
and have very little money, 
read this. Now. 



If you are young and have little money, 
^chances are your savings are very little too. 
( ^ There are so many things you need and 
want. Yet the need to protect your wife and 
the children you're planning is greatest. 
Because they will be dependent on you, for 
many many years. Every other kind of saving 
) takes time to build up. And investments 
need capital. Only Life Insurance can give 
maximum security for a small outlay each 
month. It is the only saving that also 


covers risk to life. Life Insurance savings 
provide a cushion against loss of income 
from untowa.'^d events or old age. 
Protection with the first paid premium 
Your Life Insurance policy protects you and 
your family Vi^ith the payment of the very 
first premium, and as long as you continue 
to pay the premiums regularly. Another 
advantage : Premiums are lower when 
you are young. There are 34 plans to suit 
your individual requirements. 


Consult your LIC agent today 

There is no substitute for LIFE INSURANCE 




A SP/L»C/Z-5e 
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CONSOLIDATED COFFEE LIMITED 


Speech of Mr. M. A. Sreenlvasao, Chairman of the Board, at the 26th Annual General 
Meeting of Consolidated Coffee Ltd., on the 28th November 1969. 


The Report, and in particular the data and graphs pesented in 
page 2 to page 10, set out the facts about the performance and 
progress of the Company during the last ten or fifteen years. 1 
feel sure you will all agree that its record of growth is gratifying. 

During the past decade, the Company more than doubled its 
production and contributed to the Coffee Pool over 32,000 tonnes 
of coffee, worth more than J 2 crores of rupees, besides producing 
other exportable commodities like pepper and cardamom; and 
it also paid over 3 crorcs of rupees by way of direct taxes to 
the Central and State Exchequers. 

During all these years wc have heard, and we still hear a great 
deal about the pafamoimt importance of agriculture, the basic 
need to increase production. Wc arc told that it is the firm and 
declared policy of the Govenimcnt to do everything possible to 
give aid and incentive? to increase agricultural production. 

Under declarations so helpful and benevolent it is natural to 
expect that a leading enterprise like ours, devoted to growing 
more and more of a valuable export oriented crop, would be given 
some encouragement, shown some concessions, granted some 
incentives. By a strange iiony, the very opposite is the case. 

Wc arc taxed at 60% of our net earnings. And, as wc do 
not have the benefit of depreciation and development rebate, the 
burden of lax on our earnings is about double that on non-agri- 
cultural, non-exporl-orientcd industries. Taxation for the year 
under report will take away eight times the tax wc paid at the 
beginning of the decade, more than four times the tax wc paid in 
1961 and 1962, and over 2J times what the shareholders will 
receive. 

1 have spoken many times of this irrational, iniquitous and 
oppressive taxation. Along with Planters* Associations, and 
leading planters, we have made several representations to the 
Government of Mysore on this subject. In Mr. Vecrendra Patil, 
the Chief Minister of the State, and Mr. Ramakrishna Hegdc, the 
Finance Minister, our industry has well wishers who have under¬ 
stood and appreciated the anomalies and irrationalities of the 
piescnt scale of taxation of coffee plantations. They have given 
assurances that it will soon be rationalised. 


Comniillcc to rc-cxaminc and make recommendations to 
rationalise the existing tax structure, under the Chairmanship of 
Mr. S. Bhoothalingam, a distinguished civil servant, now head 
of the NTational Council of Applied Economic Research, whose 
knowledge and experience of matters of finance and taxation is 
unrivalled. I understand that the Committee’s Report and recom¬ 
mendations will soon be submitted to the Government; and 
1 sincerely hope that the. remedies and reliefs wc have so long 
awaited, year after year, will no longer be delayed. 

1 am glad to report that staff and labour relations have conti¬ 
nued to be cordial. 

The officers of the Company have rendered good service under 
the enthusiastic and commendable leadership of the Managing 
Director Mr. K. B. Somana and the Joint Managing Director Mr 
R. K. Renfer. 

Mr. R. K. Renfer retired on the Jst of June. T am sure you 
will all join my colleagues on the Board and me in recording our 
appreciation of his valuable services and advice to the Company 
in particular and to the industry in general, and in wishing hint 
many many years of happiness and prosperity in his homeland. 

Mr. H. B. Dhondy relinquished his membership of the Board 
on the 31st of July. In him we had a colleague whose ready help 
and counsel were always at hand and 1 take this opportunity to 
offer him our sincere thanks. 

We are happy that Mr. J. Andercgg has come a long way to be 
with us at this meeting. To him, and to my other colleagues on 
the Board I am much indebted for their valued advice and un¬ 
failing co-operation. 

(This does not purport to be a record of the proceedings of 
the Annual General Meeting). 

Grow More 

Save More 

Work More 


It is a happy augury that the Government have appointed a 
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RECORDS AND STATISTICS 

PLEA FOR CUT IN DIRECT TAXES 


WHILE addressing the 50(h annual general meeting of the 
Associated Chambers of Commerce and Industry of India held in 
Calcutta on December 4, Mr J.M. Parsons,President of Assocham, 
said that the greatest defect in the present tax structure was that 
“direct taxation” was “CAcessive” and removed consequently 
“both the ability and incentive to save and invest”. “Reduced 
direct taxation’’, Mr Parsons felt would be “the most effective 
method of achieving rapid and substantial growth, increasing the 
nation’s real wealth and thus improving the lot of the population 
as a whole.” Referring to licensing policy, the President said that 
“over the past few years there had been quite a significant trend 
lowaids liberalising the system of control and regulation operated 
by the government.’* It is desirable that this policy of liberalisation 
should be continued, particularly in the matter of industrial licens¬ 
ing, he added. The President also urged for the fonnulation of an 
export strategy to relieve the shortage of foreign exchange, 
removal of anomalies in the field of industrial production and 
labour relations and a fresh thinking on the subject of foreign 
investment. Excerpts from his speech are given below ; 

This meeting is of course a unique occasion, for it is our fiftieth annual 
general meeting, our golden Jubilee. Wc have reached our half 
century, and there could not be a more splendid or more heartening 
tribute to the occasion than your Excellency’s gracious aacccptance of 
our invitation to take part in our public deliberations. We are also 
greatly fortified on this noteworthy occasion by the presence of so 
many eminent guests, distinguished in a wide variety of professions 
and callings: and wc tender our thanks for the trouble they have 
taken to be present at our meeting. 

The Change! of Half a Century 

Assocham’s Golden Jubilee, and what a half century it has been : 
fifty years of radical world change; of wars and revolutions and agita¬ 
tions; of new tides in human thought and attitudes; of a re-drawing of 
the political map in many quarters of the globe; of trade booms and 
depressions; and also of peace and progress and new inventions and 
steady improvement in the material conditions of life. Indeed we have 
witnessed this year the ultimate illustration of the cataclysmic changes 
brought about by modern science and technology ; for the first time man 
has set foot on the moon. In the domestic arena it is safe to say that 
half a century ago no one could have foreseen the modern India of 
1969. Today India has been an independent nation for a generation 
and has displayed a maturity and responsibility which have earned for 
her an honoured place in the counsels of the world’s nation-.stalcs. 
Despite constant political strains and stresses, she has succeeded inkeep¬ 
ing alive her democratic processes and practices when other states have 
succumbed to the pressures of disorder or dictatorship. More than 
that, India is dedicated to ideals of social decency and justice which arc 
enshrined in her Constitution and which arc the constant preoccupa¬ 
tion of the entire body of her citizens, from the highest to the lowest. 

On the material plane the changes of the last half century have been 
no less remarkable. ITiough she is still well behind the mo^t advanced 
nations of the world, modern India is a country which has undergone a 
very considerable degree of industrialisation and, in terms of ]ndu.strial 
output, is today the sixth largest industrial nation in the world. In ait 
the major fields of productive technology she has established rapidly 
growing capacity- -in fuel and power, in metals and engineering, in 
chemicals and electronics, and in the thousand and one varieties of 
consumer goods that improve the material amenities of life. Who 
could have foreseen half a century ago that today Indian transport 
would be dominated by the diesel engine, the electric motor, the auto¬ 


mobile and jet aircraft; that atomic power stations would be contribut¬ 
ing to the nation’s energy needs; that synthetic textiles would be the 
height of fashion and the film industry the nation’s largest purveyor of 
entertainment; and that communications would depend on radar sys¬ 
tems and transistor radios? 

It is true that the benefits of modern science and industry are as yet 
available in their full variety only to a privileged minority of the people, 
that average incomes and standards of living arc still deplorably low, 
and that far loo many Indian citizens have to ckc out a poverty-stricken 
existence on the very edge of subsistence. Nevertheless, there is ample 
evidence of real and substantial progress even by average standards and 
for the mass of the people. Life expectancy has a^lvanced significantly; 
per capita income has gone up; illiteracy is rapidly being eradicated; 
rur.il electrification makes steady progress; and formerly remote villages 
are served by motor buses and hear the world's news over the radio. 
The fact of progress, then, is writ large on the face of India, and the 
experience of the past generation amply justifies the natio’s faith in 
its ability to overcome the enormous problems and deficiencies that yet 
remain. 

Th« Economic Proipoct 

In the more immediate past India’s record of economic achltve- 
ment has not been fortunate. External circumstances have been tar 
from favourable and a combination of hostile events—foreign aggres¬ 
sion, monsoon failures, food shortages and a balance of payments crisis 
—has meant that the sixties have not been a happy decade for India. 
At long last however it appears that the nation’s major disabilities have 
been overcome and that the prospect of the seventies could again be 
set fair for economic expansion and development. 

In the conquest of recent adversities by far the most important 
achievement has been the tran.srormation of the agricultural scene which 
is described everywhere, rcpctitiously but with justification, as ‘the green 
revolution’. In the past two years we have had excellent monsoons 
and this year, though there have been pockets of drought, we have en¬ 
joyed abundant rainfall. These favourable weather conditions would 
have produced good crops at any time, but the best agricultural autho¬ 
rities arc agreed that their cftcct has been strengthened and multiplied 
by the widespread adoption of new and improved farming methods. 
There has in fact been a revolution in agricultural techniques and its 
outcome is evident in the greater abundance of food and cash crops. 
Even if nature should again be unkind, therefore, there are sound reasons 
for thinking that Indian agriculture is now in a better position to with¬ 
stand climatic adversity; and, if monsoon failures should again reduce 
food production, at least we should have a more adequate buffer slock 
of foodgrains to fall back on and to tide us over temporary misfortune. 

It would be fatal however if this improved agricultural output induc¬ 
ed any sense of complacency or led to a slackening of the national effort. 
Agriculture is still very far from anything approaching a state of per¬ 
fection and there is a great need, for instance, for improvement in the 
production of industrial crops such as jute, cotton and oilseeds. Even 
on the food front it is estimated that Che country’s present productive 
capacity is siilficient to keep ahead of the growth of population only for 
a period of about five to seven years. The need for continuing efforts to 
increase output is therefore obvious as is the great necessity for an effec¬ 
tive system of population control. What is required is a family plan¬ 
ning campaign that can genuinely be descrllied as a crash programme 
and that will make the fullest use of modern communication techniques 
and teaching methods. The cost of such a programme would be .small 
in relation to the large amounts which are already expended for other 
purposes under various schemes of international aid and co-operation. 

The agricultural turn-round is also at the root of the recovery from 
industrial recession, and there can be no doubt that the recovery has 
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YES! 


You can obtain 
Product Improvement 
with Cost Reduction 
in your industry 
with 




Fi 


mtiflEflDOaOM 

iXTRUSIONS 


Lightness, corrosion resistance, good 
surface finish, along with strength and 
combination of properties—you can obtain 
all at low cost with HINDALCO Aluminium 
Extrusions. There are endless applications 
in every industry using fabricated metal 
shapes as components of assembly. A sin¬ 
gle aluminium extruded shape substituted 
for other metal can impart greater stiffness 
and strength with simpler assembly along 
with reduction in cost. 


Extrusions can be custom-made in alloys 
which can give a combination of mechani¬ 
cal properties needed in a wide range of 
sections—rods, bars, angles, channels, tees, 
zeds, I-beams, H-sections, hollow shapes 
or semi-hollow shapes or special shapes. 
Why not investigate the possibilities of 
Aluminium Extrusions application in your 
industry? It will pay you handsomely to 
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niuile substantial headway. If’ evidence is needed we only have to 
observe that the engineering industries arc again complaining about a 
shortage of steel; and, frustrating and costly though such u shortage 
may be. it demonstrates that engineering, which is a good index to the 
general tempo of industrial activity, is once more entering on a phase 
of expansion and development. In some degree also the recession cut 
down on domestic consumption and forced manufacturers to look 
abroad for outlets, with the result that our foreign trade balance has 
shown a significant improvement on current account. Indeed, the 
nation’s improved export performance reflects great credit on all con¬ 
cerned and is an achievement from which wu can legitimately derive a 
degree of modest pride. Foreign exchange dilhculties will undoubted¬ 
ly be with us for many years to come and will continue to be a major 
restraint on capital investment and expansion, but at least we have 
demonstrated our ability gradually to improve the balance and have 
thus established grounds for renewed h<spc and confidence in tiic future. 

Against such a background it is fair to infer that India has overcome 
her most iinincdiale and pressing difficulties, and that the stage is set for 
a resumption of economic growth and development. <^ur task is to 
evolve policies which will take the fullest advantage of this situation, 
will exploit the opportunities that are opening up all around us. and will 
secure a rapid increase in the national product and an improvement 
in the material well-being of the mass of the people. 

Economic Attitudos 

At this point of time the policy-making process i.s bound to be govern¬ 
ed, and quite rightly and properly governed, by the marked change in 
emphasis which recent months have revealed in the central direction 
of the nation’s politics. The ruling party has reaffirmed its faith in 
socialism; it has nationalised the banks; and it has undertaken various 
measures to curb malpractices and remove distortions which arc alleged 
to have disfigured the economic pciformance of the private sector. 
These measures, 1 believe, represent a shift in accent and emphasis 
rather than a fundamcrial change in policy. Socialism has always 
been one of India’s major aims and is written into her Constitution. 
The concentration of economic powei is likewise a defect which is 
specifically rejected by the Constitution. And the nationalisation of 
banks, which was essentially a political act and a political victory, 
does not so far appear to presage any very drastic change in the way we 
conduct our business affairs. Most important of all, there has been no 
suggestion of any abandonment by government of the concept of a mixed 
economy with a respected and socially useful role for the private sector. 

La;t me state clearly wheic the Associated Chambers stand in the 
midst of this tide of political change and development. We in the As¬ 
sociated Chambers represent, on the whole, the large-scale and highly 
organised sector of the businc.ss community. Our members arc mostly 
public companies and are run by professional managers. As profes¬ 
sionals, wc have spent a lifetime in our respective trades and callings, 
we have acquired a wealth of practical experience in business and eco¬ 
nomic affairs, and we have developed complex and highly specialised 
skills and aptitudes. In the business of creating wealth, of producing 
and distributing goods and services, we arc experts. And we believe 
that we can contribute to the material well being of the nation to an 
extent that is unrivalled by any other section of society. 

We also believe in the legitimacy and efficiency of the profit motive, 
both as a basic trait in human nature and as a vital component of the 
economic mechanism. We do not believe however that the earning of 
cver-incrcasing profits and the accumulation of private wealth are the 
only or even the main objects of carrying on business, nor are wc pre¬ 
pared to give any encouragement to speculative activity. We recognise 
and accept our social responsibilities. It is our duty to ensure good 
working conditions and a good standard of living for our workers; to 
supply our customers with goods of acceptable quality at reasonable 
prices; and to fulfil our obligations to the state, by the punctilious 
payment of taxes, the observance of rules of public regulation and con¬ 
trol, and co-operation in ihc larger purposes of society. We also do not 
believe that we should have any monopoly in the productive prtKcss. 
Wc accept and welcome the public sector as providing a capability for 
uadretakings which are beyond our scope or outside our purposes, and 


we arc anxious to co-opcrate with it to our mutual benefit. We alao 
believe that small-scale industry has a unique contribution to make to 
the public welfare and wc wish to see a flourishing and prosperous small** 
scale sector. 

Within the present governmental dispensation the private sector can 
continue to prosper and to play a constructive and socially valuable 
role. To us socialism is not a threat. It is a challenge to our flexibility 
and adaptability. Wc have alreidy demonstrated our capacity for 
change and adaptation by accepting Government's decision to abolish 
managing agencies and by appropriately re-organisiog our business 
methods and structures. To the extent that wc succeed in conducting 
our business affairs efficiently v^ithin a socialist framework, to that ex¬ 
tent we shall have justified our beli.T in the role and capability of the 
private sector. 

industrial Production 

In the years immediately ahead it is imperaiive that the industria¬ 
lisation of the country should proceed rapidly if living standards arc to 
be raised to acceptable levels. Wc in the Associated Chambers believe 
that the general cam sc of industrial development which has been map¬ 
ped out in the draft i oiirth Plan is on the right lines, that the Planning 
Commission has clearly benefited from the experience it has gained of 
the earlier live year Plans, and tlial, by and large, the programmes 
now formuiaicd arc appropriate to the country’s current economic 
circumstances. In particular, there arc welcome signs of an attitude of 
greater flexibility on fhe part of the planners and the idea of annual 
plans within a five-year framework, which was to some extent forced on 
us by the unpropifiouscircumstanccs of (he past few years and the delay 
in adopting tlic fourth Plan, will provide scope for short-term adjust¬ 
ments to meet changing needs and conditions. Likewise, there has been 
a shift in favour of indicative rather than Imperative planning, as is 
illustrated by the decision not to set production targets for industries in 
the private sector but to allow market forces greater scope In determining 
the extent and direction of industrial development. Over the past few 
years there has been a quite significant trend towards liberalising the 
system of control and regulation operated by government and it is desir¬ 
able that this policy of liberalisation should be continued, particularly in 
the mutter of industrial licensing. The Planning Commission j.s entire¬ 
ly correct in holding that indiislriut licensing should be closely related to 
the foreign exchange position, for foreign exchange is one of the nation’s 
scarcest resources and one of the basic constraint.? on the establishment 
of new ifidLisiri,<ii capacity. Where foreign exchange is not required for 
cither capital equipment or raw materials, or where a new project will be 
able to generate its own foreign exchange nccd.s, or where the foreign 
exchange clement is very small in relation to the productive potential 
of a new pri'ject, there industrial licensing should cither be abandoned 
entirely or substantially relaxed and liberalised. 

The recommendations made a few months ago by the Dutt Com¬ 
mittee on Industrial Licensing Policy are. of course, highly relevant here* 
and I must say that wc in the Associated Chambers arc in disagreennent 
with some of the major concliiiions of that Committee. Wc are special¬ 
ly opposed to the idea of excluding large industrial organisations from 
expansion in what is described as the mid Jle sector if industry and what 
must in fact be the largest part of the industrial economy, since it will 
account for practically all manufacturing activity with the exception of 
core projects and the small-scale sector. Such exclusion is wholly un¬ 
justified on the ground of combating malpracti;cs of which u few organi¬ 
sations may have been guilty but which cannot be legitimately charged 
against Ihc large-scale private sector as a whole. It would jeopardise 
the accepted economic advantages of large-scale production, would re¬ 
duce the area of competition and would actively foster and protect in¬ 
efficiency and high co.sls. To exclude large companies from important 
sectors of the economy would also be a gross and unjustified waste of 
national assets, for these arc companies r f proven skill and competence, 
they have built up highly efficient organisations over the years and it 
would be unnecessary self-sacrifice to reject the benefits of their wealth- 
producing potential. 

Much the same arguments apply to the idea of reserving particular 
areas of production for the small-scale sector, which is supported by both 
the Planning Conunission and the Dull Committee. Here, again, an 
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exclusive |X)licy of reservation would restrict competition, protect in- 
cfltcicncy and encourage high costs. The fact of the matter is that, 
without any kind of reservation apart from certain well-known fields 
which arc the traditional preserve of the small man, small-scale industry 
has many peculiar virtues of its own. It is able to build up production 
without large capital outlays, it enjoys a degree of flexibility which is not 
always available to larger concerns, and it is very often able to survive 
and indeed prosper when large concerns go to the wall. Experience 
shows that the small-scale sector docs best when the economy is expand¬ 
ing and large undertakings are also flourishing, and this points to the 
fact that the true role of small industry Is to work in an ancillary capacity 
to the large-scale sector. If small-scale industry has not hitherto suc¬ 
ceeded in achieving its full potential, a policy of product-wise reserva¬ 
tion provides no answer to the problem and indeed is little more than 
a policy of despair. The deficiencies of the small industrialist are well 
known—financial limitations, inadequate technical knowledge and skill 
and an inability to maintain reliable quality standards—and a genuinely 
constructive approach would seek to remedy those deficiencies. Simul¬ 
taneously, it would endeavour to make it worth the while of large under¬ 
takings to help and encourage small ancillarics, for it is accepted that an 
infrastructure of viable small units would be of very great benefit to 
large scale industry and, if positive incentives and measures of assis¬ 
tance are provided, will undoubtedly secure ihc support of the large- 
scale sector. 

C«rb on Production 

A severe curtailment of the areas of production open to large under¬ 
takings will prevent those undertakings making their proper contribu¬ 
tion to the growth and development of the economy and, in more con¬ 
crete terms, would deprive the workers of the benefits of increased 
production. This thesis is amply illustrated by the results of a survey 
which the Associated Chambers recently conducted in order to demons¬ 
trate the record of their larger industrial constituents over the past de¬ 
cade. This survey covers the performance of 93 large companies which 
account for some 40% of the estimated total current turnover of the 1300 
odd joint stock companies for which statistics arc published by the 
Keserve Bank of India; and it compares the performance of the Asso- 
Cham companies between 1958 and 1969 with that of 1300 companies in 
the latest 10-ycar period for which statistics have been published. One 
measure of growth is an increase in turnover; during this decade the 93 
companies increased their annual turnover from Rs 709 crorcs to 2,057 
crorcs, which represents an increase of 190%. Over the 10-ycar period 
the 1300 companies increased their turnover by only 156%. Then 
again, the 93 large Assocham companies increased their paid-up capital 
over the 10 years by 118%, whereas the entire joint stock sector is csti- 
fnated to have increased its capital and reserves by only 60% in the 10- 
year period. Capital/output ratio, which is another measure ofeflicienc), 
provides the same story. For the latest available year, the ratio for the 
Assocham group was roughly 1 to 3, as compared with 1 to 21^ for com¬ 
panies comprised in the Reserve Bank*s tabulation. Over the 10-ycar 
period, the Assocham group of companies increased their tax payments 
from 131 crorcs of rupees to 479 crorcs. the latter figure consisting of 
101 crorcs in direct taxes and 378 crores in indirect taxes. This means 
chat the total contribution of these companies to the public revenues 
increased by 266%. Finally, and most important, the number of wor¬ 
kers in the employment of the 93 Assocham companies increased by 
35% and the total wage bill by 101%. In other words, these private 
sector companies not only provided steadily increasing employment 
opportunities but were able to ensure to their workers higher earnings 
substantially in excess of the rise in the cost of living. 

It must be self-evident that expansion of the kind I have just des¬ 
cribed confers very great benefits on the nation but that it would rapidly 
be brought to a halt if the companies responsible for it were prevented 
by executive decree from developing new capacity. A ban on the ex¬ 
pansion of large companies would mean that within a very few years 
they would no longer b^bM^to increase their production and to offer 
new employment, and it would not ony halt their profit growth but 
would positively reverse their fortunes and force them into decline. 
Such a situation would obviously be in nobody’s interest and would con- 
Mitute a cruel blow against the livelihood of large masses of the people. 
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doubt that largj companies in the private sector arc the nation's gro¬ 
wth leaders and arc capable of contributing to increased national pros¬ 
perity to a degree which cannot be matched by any other part of the ec¬ 
onomic machine. Nevertheless, big business has come under increasing 
attack during recent months, mainly because it is alleged to ha\e been 
guilty of abuses and malpractices which are contrary to the nation's 
social ideals. Criticism of big business has been particularly evident 
in the Dutt Committee's report, which concludes that large organisa¬ 
tions have succeeded in obtaining more than their fair share of indus¬ 
trial licences and have been guilty of pre-empting licensed capacity. To 
these charges there arc of course many answers -that success in obtain¬ 
ing licences is largely a reflection of the greater capability and eflicicncy 
of large undertakings, that malpractices committed by a few do not 
justify a smear campaign again.st big business generally, and that abuses 
and malpractices are in any case automatically generated by strict 
physical controls and regulation. Tor this latter aspect of the problem 
the Dutt Committee has recommended a number of valuable remedies, 
closer co-ordination among government's various economic policies 
and its instruments of control, clear guidelines for the civil servants who 
have to administer rules and regulations, follow-up action on industrial 
licences and the prompt cancellation of those which arc not utilised - 
and it is to be hoped that these remedies w'ill be adopted by govern¬ 
ment. On the other hand, there is insufficient justification for the 
Dutt Committee's recommended policy of restricting the field of opera¬ 
tion of the large-scale private sector and imposing more strict and per¬ 
vasive controls. These false remedies illiisrate the major defects of (he 
Dutt Committee’s report, namely its negative approach and concentra¬ 
tion on evolving a perfect system of bureaucratic control merely for the 
purpose of eliminating abuses, and its almost complete neglect of the 
nation's overriding need for economic growth and of the unris.illed 
contribution \\hich the large-scale pnvatc sector can make to the 
achievement of that growth. The repoi t also fails to recognise that the 
burcauciatic machine iiievilablv functions slowly and that an extension 
of governmental conliol must therefore retard the pace of ectmomic 
development. 

Over-Publicised Bogey 

The Committee’s attitude is of course closely connected with the 
much discussed concentration of economic power. Fiankly, this con¬ 
centration is a bogey whicli has been cxaggeiatcd and over-publicised 
and which has become iiitic more than a war-cry m the political battle. 
The plain fact is that, by international standards. Indian industry is not 
laige. If you go too far in curtailing the si/e of industrial units, then 
you automatically cui tail the advantages deriving from large-scale pro¬ 
duction, you reduce your ability to compete in international markets 
and you fail to achieve the cheap mass-production on which the pros 
perity of advanced industrial nations is based. There is little point in 
complaining that the lich nations arc getting richer and the poor poorer 
if the poor nations simultaneously reject the tried and proven means 
of creating more wealth and achieving higher prosperity. 

All this is not to say that there should be no attempt to restrain 
and eliminate such malpractices and abuses as do exist. For such 
social improvement the main instrument should be the Monopolies & 
Restrictive Trade Practices Bill, which we in the Associated Chambei-s 
accept in principle, for the dangers of monopoly are real and practically 
all industrialised countries have found it necessary to adopt anti-mono 
poly legislation. We have reservations about the detailed contents of 
the Bill, however, notably in regard to Chapter 3 which deals with the 
concentration of economic power. We believe that the Bill seeks to 
impose far too low limits on the size of undertakings which will be sub¬ 
ject to restriction and regulation, and that there is a danger of the enact¬ 
ment being transformed in prictice into a maze of self-defeating controls, 
A great deal will depend on how the Rill is implemented. One specia. 
danger is of control and regulation being operated for political reasons 
and without regard to the economic merits of the case. Such a situation 
could be guarded against by entrusting the entire administration of 
the Act to a genuinely independent Monopolies Commi.ssion equipped 
with adequate Judicial experience, economic knowledge and technical 
competence. The development of such a superbly qualified Commis¬ 
sion would of CQurse take considerable tijrc, and this is an argument 


for proceeding gradually with the implementation of the Bill and for not 
over-burdening the administrative'authorities with excessive responsi¬ 
bilities during the early stages. 

Even if the adoption of liberal economic policies helps to put the 
private .sector in a position where it can make its full contribution to 
economic growth, industry will still be faced with a massive problem in 
raising investment finance on the .scale necessary to achieve rapid and 
substantial expansion. The fourih Plan envisages a total outlay of 
10.000 crores of rupees in the private sector over the next five years and 
frankly, it is difficult to see where finance on this enormous sc'ale is to 
come from. Because of high direct taxation, companies arc severely 
limited in their ability to plough back earnings into the expansion of 
business. Most companies have to pay out more than half their profits 
in the form of direct taxes, they then have to service their loan capital 
and provide a reasonable return to their equity shareholders and conse¬ 
quently there is comparatively little left for ploughing back, particularly 
when today s inflated costs of capital equipment are taken into considera¬ 
tion. For miich the same rca.son the capital market continues to be 
depressed and has only a limited ability to supply new equity funds, 
and Its efficiency has recently been rui thcr curtailed by the ban on for¬ 
ward trading in shares. Heavy direct taxation has simultaneously made 
equity investment le.ss attractive and reduced the capacity of the indivi¬ 
dual citizen to sive and invest. In recent years industrial companies 
have therefore had to look more and more to the public financial insti¬ 
tutions for loan capital, but now the financial practices of the in.stilu- 
tions have come under attack and it seems p<^ssiblc that they will have to 
adopt stricter lending twiicics in the future. There has been much 
talk recently about the desirability of the financial institutions convert¬ 
ing their loans into equity holdings, but it docs not seem to be sufficiently 
appreciated that such conversion would limit the ability of institutions 
(o turn their iiTincy over quickly and would thus reduce their lending 
capacity. Then again, the bunks have been nationalised and, even 
tlioiigh this may not involve a financial rcvoluiion, it is equally unlikely 
to make it any easier for industry to supplement iis working capital 
with bank accommodation. Private investment iVom abroad has also 
fallen away and there appeals to be little likelihood of its contributing 
significamly to new inveslibic icsoiiiccs in the Jiiiincdiatc future. 

Unpromising Prospect 

In the private sector of industry the financial prospect is therefore 
distinctly unpromising and it is hard to sec where exactly it can obtain a 
substantial accietion of new funds for expansion and development. 
The most promising and most desirable source, I would suggest, vvt>uld 
be through a modification of the tax sirutliirc which would permit sav¬ 
ings and investment to be channelled into the nation s most potentially 
rewarding and wealth producing growth points. In recent years the 
most impvirlant feature in the development of India’s public finances 
has been the increasing dependence on revenue raised by indirect la\a- 
lion and notably by increased and more generally extended excise duties. 
By and large, this is the right tax strategy, for it has the great merit of 
rai.sing large revenues conunensuratc with the nations needs through 
impositions which arc themselves idatively slight and, being spread over 
very large numbers of the t^iipuiaiion, inflict comparatively little sacrifice 
on the individual citi/cn. A .start was also made in last year's budget 
on the taxation of agriculture and, considering that the Indian economy 
is still predominantly agricultural, and that the farming and rural com¬ 
munity are enjoying greatly increased pro.speriiy as a result of the agri¬ 
cultural revolution, this also is a correct policy which should be consis¬ 
tently though cautiously pursued. It is desirable that the revenues 
accruing from the taxation of agriculture should be ploughed back into 
the agricultural sector and used to improve the production of industrial 
crops such as julc, cotton and oilseeds. They .should also be used to 
ensure a more equitable distribution of wealth among the rural popula¬ 
tion. This objective of social improvement would also be assi.s(ed if 
tax relief were granted on expenditures undei taken by industry for social 
purposes, such as the construction of roads, housing and hospitals. 

The greatest defect in the present lax structure is that direct taxa¬ 
tion is excessive and removes both the ability and the incentive to save 
and invest, A substantial cut in direct taxes therefore constitutes the 
most readily available means of stimulating economic activity and 
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increasing th;: availability of finance for investment and development. 
There arc ofeojrse amnlc pre Jidcnls to dcm->nstralethe expansive cffecls 
of reductions in direct taxation. There is the record of West Germany 
and Japan, and there is the famous cximple of the Kennedy tax cut of 
l%2 which produced precisely the rapid increas: in the national product 
which the c. onomisls had predicted. A lax cut of this kind should be 
the more accjpiable under Indian conditions because direct taxation is 
now a relatively less important source of public revenue: and any 
immediate revenue loss would be more than repaid by increased econo¬ 
mic activity, the creation of new wealth and an expansion of the tax base 
and consequently of public income. 

Direct taxes of course are generally paid by the b;tter-ofr sections of 
society, and on the face of it there is an apporent injustice, and conse¬ 
quently great political difiicuUy, in reducing the tax liabilities of these 
privileged people when living standards generally remain so low and 
poverty is so widespread among the muss of the people. Nevertheless, 
reduced direct taxation would in fact be the most ctTeclive method of 
achieving rapid and substantial growth, increasing the nation’s real 
wealth and thus improving the lot of the population as a whole. 

Labour 

Similar anomalies and piradoxes exist in the wider field of industrial 
production and labour relations. Unemployment is one of India’s 
most serious problems, it is clear that the griiwth of employment has not 
kept pace with the rapid increase in the population, and a particularly 
iiofoitunate feature i>f the present scene is (he increase in the numbers 
of the educated unemployed. Und-'r such conditions, it is only naluial 
that there should be widespread oppi>siiion to measures of indiisii ial 
rationalisiilion, to schemes for improved productivity and to the adop¬ 
tion of aulomitioii --'Opp is iioii bas;d on the belief that such measures 
must have the cfTecl of increasing workloads and reducing the volume 
of employment. In fact the opposite is the truth. Higher productivity 
nuans increased industrial elTicicncy, increased wealth and an increased 
number of j .)bs; an J this is reflected in tlie experience of the most advanc¬ 
ed industrial countries which have found that high productivity and 
great national prosperity arc combined with comparatively low levels 
of unemployment. India’s record in the matter of achieving improved 
levels of prodiiciiviiy has, frankly, been poor. Not very long ago we 
celebrated a National Productivity Year, but its cfTects on output and 
efficiency vvere almost negligible. Wage boards arc required, under the 
terms of the enabling legislation governing their apponimcnt, to seek to 
link wages with production but in practice have invariably made ad hoc 
recommendations which have entirely ignored the productivity problem. 
Similarly, most negotiated wigc settlements either ignore productivity 
or pay the mere.st lip service to it. Even when labour agreements incor¬ 
porate clauses seeking to promote higher productivity, their practical 
implementation is a matter of the gieatest difficulty. Above all. orga¬ 
nised industry suffers from a system of dearness allowance linked to the 
cost of living indices which takes no account whatsoever of the need to 
base wages on produedon. Dearness allow-ancc in this form cither 
gives the industrial labour force, which is a small section of the whole 
population, a privileged degree of protection at the expense of the rcsst 
of the community, or grants an element of protection which is illusory 
in as much as the escalating dearness allowance, perpetually chasing the 
upward price spiral, docs not represent any stabilisation of real earnings. 
In either ease, the effect of this system of dearness allowance at the 
national level can only be to add to inflationary pressure. 

Labour unions generally have given little help in the quest for im¬ 
proved productivity. In some cases they arc openly opposed to pro¬ 
ductivity schemes, for the usual mistaken reasons that such schemes will 
increase workloads and reduce employment with a consequent decrease 
in the influence of the unions, and in others their support amounts to 
the merest lip service. Moreover, the productivity and efficiency of 
industry have been impaired by intense intcrunion rivalry, which has 
lied to competing and infilled demands by unions regardless of the eco¬ 
nomic circumstances of industry, to unconstitutional aaion such as the 
igo-slow and the ghcrao, and only too often to indiscipline and out¬ 
right violence. Inter-union rivalry is a phenomenon which is entirely 
beyond the control of management and is the direct result of the fact 
that practically all labour unions arc affiliated to and dominated by poli¬ 
tical parties. The solution will be found only when leadership of the 


unions is assumed by persons who arc genuinely members of the labour 
force and who confine their aims to matters relating to industrial con¬ 
ditions and the terms and conditions of employment. It is easier to 
describe this solution than to suggest ways of achieving it, for control of 
the labour movement is so vital to political power and influence that 
it is difficult to foresee the political parlies relaxing their domination of 
the labour unions. 

A ray of light is perhaps provided by the report recently submitted 
by the National Commission on Labour. The members of that Com¬ 
mission arc men of great eminence and experience in their re.speclivc 
fields, they liave devoted long and careful study to the intricate problems 
of labour relations and theyjhave succeeded in producing a set of recom¬ 
mendations which, on any objective view, must be regarded as moderate 
and constructive. l or a general improvement in the nation’s labour 
affairs, it is greaiIy|lo be hoped that the many interests involved—work¬ 
ers, employers, political parties and the central and state Govern¬ 
ments- -will be able to rise above their scctaryin viewpoints, to disregard 
vested interests and to agree to a measure of co-operation which will 
ensure a fair trial for the proposals made by the National Comms.sion. 

Foreign Exchmngo 

Yet another restraint on the achievement of a high rate ofeconomic 
growth is the shortage of foreign exchange. Financial aid granted by 
friendly nations has, in the past, been of great assistance in promoting 
India’s indusirialisalion and it would be churlish to deny its benefits, 
but at the Sime lime it must be rcjogiis.'d that there are serious limita¬ 
tions on the long-term elfcctivcness of foreign aid. These i«nitalions 
liave been increasingly appreciated by both sides and. though llitrc may 
be no immediate danger of aid drying upentiiely, there is equally little 
sign tl\:u it will incieaso siibslanljally or will be granted in more effective 
forms. The Planning Commission is therefore entirely correct in advo¬ 
cating a reduction in dependence on foreign aiti as a major aim of the 
fourth Plan. The nation cannot depend on aid indefinitely nor can it 
face the prospect of continually increasing foreign debts. 

How then is the foreign exchange shortage to be relieved? In the 
first place it is necessary that the nation should bo equipped with a 
carefully thought out export strategy which will establish where exactly 
her export .strengths lie, which are potentialIy;[thc most rewarding ex¬ 
port markets and what are the best tactics to employ in exploiting these 
markets. The development of export markets is necessasily a slow and 
costly process and, to avoid a dissipation of energies, the grand strategy 
should also prescribe a system of priorities for the prosecution of the 
export campaign. Within this general framework, it can be accepted that 
by and large, although there is no doubt room for improvement in points 
of detail and empha.sis, the Government of India’s policies for promot¬ 
ing exports and reducing imports have evolved on the right lines and 
have achieved a reasonable degree of success. The balance of trade on 
current account has, in fact, shown an appreciable improvement over the 
past two years and the endeavour to increase non-lraditional exports 
has been particularly successful. On the other hand, it should be recog¬ 
nised that the improvement has been partly due to the economic reces¬ 
sion, which restricted the demand for imports and simultaneously oblig¬ 
ed manufacturers to look for new export outlets. Also, there is little 
doubt that, as the economy revives and as industry becomes increasingly 
sophisticated, the demand for imports will increase correspondingly. 
The long term aim should therefore be to achieve a trade balance at 
higher levels of both imports and exports and as far as possible to avoid 
any process of levelling down through restrictions and prohibitions. 
It should also be clearly understood that increased exports can ony come 
out of Increased production and that it would be a false economy to 
endeavour to increase export earnings by cutting down on domestic 
consumption. Most manufacturers with a successful export record 
have achieved their success because they are buttressed by a large domes¬ 
tic market which makes it possible for them to reduce unit costs, to 
improve quality standards and thus to compete more effectively at the 
international level. 

The major criticism to which India s export record is open is her 
failure to make the best use of the large traditional export industries, 
of which by far the most important are Jute and tea. These are areas 
in which India enjoys natural built-in advantages and the jute and tea 
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industries should be able lo make a massive and growing contribution 
to the nation's foreign exchange earnings. Over the years, however, 
the economic welfare of these industries has been gravely neglected and 
they have been subjected to burdens and constraints which have sapped 
their vitality and reduced their capacity to contribute fully lo the export 
effort. At the present time the major infliction from which they suffer 
is the system ofexport duties. These taxes lack even the most elementary 
economic justification, and it is diflicult to understand why govern¬ 
ment, which is continually exhorting all concerned to increase exports, 
taxes its principal foreign exchange earners so heavily. Export duties 
are in fact a direct tux on buyers; they are resented by all and have been 
criticised on every side. In spile of repeated representations from the 
industry, the trade and overseas buyers, all the most powerful arguments 
for removing these burdens have apparently fallen on deaf ears. In 
these circumstances it can only be suggested that, if government remain 
unwilling to accept the repeated representations which have been made to 
them by the trade, they should at least endeavour to obtain an objective 
assessment of the facts of the case by appointing a series of committees 
to conduct expert enquiries into the cost structure and com|>ctitive condi¬ 
tion of the major export industries. 

There is also a need for ficsh thinking on the subject of foreign 
investment. Lately there has been a good deal of talk alx)ut purchasing 
only technologies which India does not already possess, about avoiding 
duplicate or repetitive purchases, and about eliminating restrictive claus¬ 
es from collaboration agreements. No doubt these objectives all have 
their own jiislification but cumulatively they create an almosplicrc of 
distrust and hostility and, most important of all, they ignore the very great 
benefits to be derived from foreign investment and particularly from 
equity investment. Those benefits arc the inflow of scarce capital and 
foreign exchange; access to the most modern skills and technologies; 


a continuing interest on the part of the foreign equity investor in main¬ 
taining the efficiency and modernity of the undertaking into which he 
has put his money; comparatively low cost in relation to the wealth pro¬ 
ducing potential of new investments; and freedom from remittance 
liabilities until such time as a new project has actually created wealth 
and earned profits. On these grounds there is a strong case for the 
adoption of more liberal and less restrictive altitudes to foreign equity 
investment. Likewise, there is an equally strong case against the Dutt 
Committee’s recommended ban on the entry of foreign concems into the 
middle sector of industry, for (he benefits of foreign invcstmifnl arc 
no less applicable in this important field and it is precisely here that 
foreign collaborators can contribute lo rapid growth. 1 should add that 
there is also a great need to speed up the administrative procedures 
involved in scrutinising and sanctioning applications for foreign collabo¬ 
ration. It IS the common cxpciicncc that the disposal of a foreign colla¬ 
boration ayiplication is measured in years rather than in months, and 
there have undoubtedly been ciiscs where the processing of applications 
has been so vei-y prolonged that the foreign investor has eventually lost 
interest and abandoned the project entirely. 

One of the saddest results of the foreign exchanges shortage is that 
It prevents foreign travel by the ordinary private citizen who is not pri¬ 
vileged to be a government minister or civil servant, or who cannot 
trump up an excuse for extracting a niggardly allowance from the 
Reserve Bank. This is a great loss, for there is no doubt that travel 
broadens the mind and enlarges the spirit and, in this international 
tw^eniieth century, it is important that the ordinary Indian should have 
the opportunity of mingling freely with his fellows in other countries 
of the world. I seriously suggest that, when the foreign exchange 
situation improves, a relaxation of tra\el restrictions should be given 
high priority among governmeni's objectives.*’ 


PRESIDENT’S CALL FOR HAPPY INDUSTRIAL RELATIONS 


WHILE addressing the <^"*oldcn Jubilee Session of Assochani, the 
President of India, Mr V. V. Giri .said that while he believed in 
the imj^ortance of key and big industries what was needed to-day 
was a rapid growtii of labour intensive small-scale and cottage 
industries to aborb idle manpower. He also declared that only 
by massive development of agio-industries that the problem of 
unemployment and poverty prevailing iii the country could he 
solved. In a pointed reference to the current conflicls in society 
Mr Giri thought that Gandhiji’s concept of trusteeship in business 
was the only answer if the conflicts and frictions which arc 
inevitable in any .society arc to be resolved peacefully and in a 
democratic manner. Besides stressing the need for maintenance 
of happy and harmonious industrial relations for ensuring 
economic progress and prosperity, the President also outlined a 
soven-point formula for the success of labour-management co¬ 
operation. Excerpts from his speech arc given below : 

In the sphere of economic development, wcTiavc welcomed private 
foreign investment and have treated it on par with investment 
by our own people. All that we have asked for in return is that 
sQch foreign investment as wc admit in the light of our needs 
and circumstances, should become less and Jess foreign in its 
orientation without ceasing to be investment. That is why wc want 
foreign investors to associate local capital and locally trained personnel 
in an increasing measure. 'Lhat is why we want foreign investors to 
Identify themselves with the objectives of the country such as growing 
self-reliance, export promotion and a better deal for workers. Wc, »n 
India, are a hospitable people and wc like to feel that foreign investors 
arc a member of our own family who share our aspirations and anxie¬ 
ties. By the same token, we arc happy if foreign investors flourish 
with the rest of the society and in proportion to their contribution to the 
interest of the society as a whole. 

I am happy to see that your Association accepts wholeheartedly the 
concept of a socialist pattern of society and, along w'ich it, the national 


policy of planned economic devclorincnl. 1 am happy also to note that 
your Association lays particular emphasis on the prolcssional nature of 
business and industry, on the importance of professional managers and 
on the maintenance of high standaid.s of businc.ss ethics. 

It was again Mah.'itma thindlii who brouglU to us the concept of 
liustccsliip in business, the cop.ecrt of the business ciimmunily acting 
as a trustee on behalf of labour and the consumers without saciilicing 
Its distinctive contribution of business acumen and cntciprise. It is 
not surprising that in a rapidly changing world, in a world where millions 
of people are being awakened for ihc first lime out of the inertia and 
subjugation of centuries, there should be diffcreiice.s and even friction 
from time to time between those who have enjoved the fruits of modem 
science and technclogy and those who arc yet lo enjoy them to any 
significant extent. It is net suipiisinp also that between the inevitable 
responsibilities of the state and the initiative and cnterpri.se of indivi¬ 
dual businessmen, there should arise areas of overlap and even a^nflict 
as societies aic transformed from one stage of development lo another. 
It will not do to imagine that wc can eradicate these sources of friction 
and even conflict by over-siinpiitied slogans or prescriptions. At the 
same time, the attitude of trusteeship, the attitude of a privilege being 
justified only in proportion to its responsiveness to the needs and aspira¬ 
tions of the non-privilcgcd, the altitude, in short, of identifying oneself 
with the rest of the community, is the only answer if the conflicts and 
frictions which arc inevitable in any stKicty arc resolved peacefully 
and in a democratic manner. 

It will not do merely to say that growth by itself will solve all pro¬ 
blems. It is true that without growth, no problems can be solv'cd for 
any length of time. At the same lime, growth itself has to be generated 
in a manner which meets the requirements of social justice. Ail the 
so-called monuments of development such as steel plants, machinery 
w'orks, dams and power stations will not mean much if everybody in 
this country does not have enough food to eat, safe water to drink, a 
minimum amount of clothing, adequate shelter and opportunities^ to 
enrich his mind and broaden his outlook; in other words, all that is needed 
to enable him to realise his best and contribute his best to society. A 
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strong society cannot be buijt on the poverty of the millions; for misery 
breeds hate and hate leads to violence. Therefore, while I am all in 
favour of producing more steel, more machinery, more power, more 
transport equipment, 1 should not like to lose sight of the fact that the 
ultimate aim of all this effort is to have a society where people arc happy, 
contented and willing to work for the continuation of the social frame¬ 
work rather than for a violent transformation of il. 

Mr Persons, you have referred at length to the problems of industrial 
relations. Speaking for myself, labour has been my first love during the 
half a century of my active public life when 1 have occupied many posi¬ 
tions of responsibility in the provincial, national and international 
Helds. 

It is on t])c maintenance of happy and harmonious iclations between 
labour and management that we will be able to assure the economic pro¬ 
gress of our nation, A good deal of attention has been paid to evolv¬ 
ing w'ays and means of enlarging the area of employer-worker amity 
and co-operation which to a large extent, depends on piescrving the 
“human element” in their relationship in an industry. The workers to 
some extent, have come to realise tfiat they cannot always agitate for a 
greater share in the profits of the industry unless they put forth elhcicnt 
work resulting in the improvement of the product both qualitatively and 
quantitatively. That alone will entitle labour not only to secure higher 
standards of living or increased economic prosperity for themselves but 
improve the general standard of living of all sections of society. 
|n my view, the prerequisite in this task is that labour should be fully 
conscious of its duties and responsibilities before it agitates for rights 
and privileges. Kmployers have also their definite task and they .should 
openly and sincerely realise the value of trade unions. 

You have rightly voiced the dirticuilies created by multiplicity of 
trade unions. The creation of one strong central organisation will end 
the unhealthy political influences and inter-union rivalry that constitute 
a great obstacle to the growth of healthy trade unionism in India. To¬ 
day, to a large extent, trade union leadership is in the hands of politi¬ 
cians. The existence of \arious political parties having an immediate 
interest in the working class, at limes for purely political purposes, has 
resulted in the absence ol genuine trade unions. 

Inevitable Difference! 

In a democratic society we cannot totally rule out differences lead¬ 
ing sometimes to disputes. But it is quite possible we can always leducc 
and narrow down the differences and avoid conflicts wherever pssible. 

J have been a consistent advocate of settling dilferenccs and disputes 
through jointstanding machinery and through collective bargaining. 

I am of the considered view that it is far better to leave the management 
and trade unions to settle their differences and disputes among themsel¬ 
ves than referring the issues to third party settlement. If W'c arc, how¬ 
ever, to resort to outside machinery in resolving disputes, every effort 
may be made t j reduce the area of conflict and increase the area of co¬ 
operation. It should be the endeavour as far as possible that disputes 
relating to labour are settled at the plant level itself. This joint con¬ 
sultative machinery consisting of representatives of the workers and 
tnanagenient must be meeting constantly at regular intervals so that they 
could compose their differences at the earliest possible oppurUinity 
before they assume serious proportions. 

The suojcss of labour-management co-opcralion will depend upon 
the following factors : 

(I) Both sides must desire to co-operate; 

(2> Good fiith mast be c.mstantly demonstrated and there should be 
no mental reservation on either side; 

(J) Management should not use co-operation from the workers] 
side to undermine the trade union nor should any machinery 
devised for such co-operation he used for settling matters ;e- 
served for collective bargaining. The workers also must try to 
underst-inJ and appreciate the bona fidcs of the employers stand 
on the issues; 

(4) Management should share with workers the gains from higher 
productivity and workers also should put in their best so that 
the prosperity of the industry is fully assured. 

(5) Management should give the workers necessary information 
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for their intelligent participation in the affairs of their under¬ 
taking; 

(6) In personnel matters, the management and workers must have 
mutual consultations at regular intervals; 

(7) ‘ Workers education must be the common endeavour of both the 

employers and workers and this would result in understanding 
the various issues involved in the labour-management relations 
in a more realistic manner. 

I am glut you have welcomed the proposals of the National Com¬ 
mission on Labour. 1 am sure all tnc parties concerned will give a 
fair trial to these proposals. 

Fortunately, economic conditions in the country at present offer a 
reasonable opportunity for pursuing in a determined manner, the objec¬ 
tives of growth with stability, social justice and growing self-reliance. 
As you, Mr Parsons, rightly pointed out, in the recent past we have 
passed through a very ditficult period in our national economic life. 
The years of drought arc now. however, well behind us and both last 
year and this year we have been able to reap good harvests. For this 
happy situation, we owe a debt of gratitude to our scientists and techni¬ 
cians who have laboured hard to evolve new varieties of seeds, to our 
extension workers and above all to the millions of farmers wh o have 
seized the opportunity offered by the green revolution and have shown 
th c willingness to work, save and invest for a better future. When 
we talk of initiative, enterprise and incentive, lei us not forget that it is 
the initiative, enterprise an d incentive of millions or sniaii producers 
in the country whether on the farm or in small factories which contribute* 
so much more than the initiative of a few people at the top. 

Recovery Hat Set In « 

On the whole, industry also has turned the corner and the process 
of recovery is well advanced. Prices have been reasonably stable and 
foreign exchange reserves and exports earnings have continued to rise. 
It is clear also that we are now in a position to reap the benefits of the 
vast investments made during the second and the third Plans in basic 
ana neavy inaustries, both in the public and private sectors, especially 
in the public sector. It is because of the investment made during that 
period that we have been able, in lecent years, to reduce considerably 
our reliance on imports even in regard ro soohisticated machinery and 
indeed to begin exports on a sizeable scale of new items such as steel and 
engineering products. 

While 1 believe in the importance of key and big industries, I am 
convinced that only by a massive development of agro-industries we can 
solve the problem of unemployment and poverty in our country. What 
we need today is a rapid growth of labour-intensive small-scale and cot¬ 
tage industries that will absorb our idle man-power. Whenever I get 
an opportunity 1 stress the need for our educated youngmeii taking to 
small-scale industries in a big way. I would like to see the growth of a 
net work of thriving ancilliary industries around every big industrial 
project, both in the public us well as private sector, in our country. 
There is no conflict betw'cen big and small industries. As a matter 
of fact, they should be supplementary and complementary to each 
other. The small units need not be technologically backward. They 
can adopt higher and sophisticated technology but it must be suited to 
Our needs and cnvirvmment. i believe our technologists and eng ineers 
can meet this challenge and evolve suitable techniques for our small 
units, I w'ould appeal to leaders in industry and commerce like you to 
lake an active interest in the development of agro-industries. 

We have, of course, a long way to go yet in raising the standard 
of living of the people and in achieving self-reliant growth. But 1 am 
right in saying that the mood in the country now is one of hope and pro¬ 
mise, of determination and greater dedication. The occasion of the 
Golden Jubilee of your A.ssociation, 1 am sure, is an occasion of inspi¬ 
ration for your members, inspiration to turn the hope of more rapid pro¬ 
gress into reality by determined and dedicated eflbrts. For the country 
as a whole also, there is perhaps no greater tribute that we can pay to the 
memory of Maliatma Gandhi in this centenary year than renewed dedi¬ 
cation and determination to promote rapid growth in the service of the 
poor and the under-privileged who were so dear to the heart of the 
Father of the Nation. 
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The Maeneill Sc Barry Gro«v 

a name behind many 
products, many people, 
many achievements: 



Today more than ever, the Group, is many things. It is a major 
earner of foreign exchange, a new force in industrial enterprise and 

provides employment to thousands. 


Between 1963 and 1968, 
the Maeneill & Barry Group 
earned the eountry Es. 60 
crores of foreign exchange. 

This amount, obtained 
through exports of tea, jute 
and intermediary capital 
goods, makes the Group a 
leading foreign exchange 
earner. 

And, keeping in mind the 
country's needs, it is now 
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helping boost agricultural 
production. 

From the Group come 
fertilisers pesticides, spray¬ 
ers and pumps. The group 
is also people —50 thousand 
happy men and women 
maKing a major contribution 
to the country’s economy. 

< A contribution that is 
helped by the Group's sales 
network covering the entire 


Indian sub-continent. 

A sales network that 
meets industry's needs by 
supplying a range of over 
200 products—from drawing 
office pencils to heavy plant 
and machinery. 

Yes, the Maeneill & Barry 
Group is behind many excit¬ 
ing things: from export to 
light engineering, printing 
to agriculture. 


Cbrourfli tlivougli mteriivlsa 
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